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DIGEST  OF  PUBLIC  LAW  734 


SOCIAL  SECURITY*  Extends  Federal  old-age  and  survivors  insurance 
benefits  to  approximately  10  million  additional  persons,  including 
regularly  employed  farm  workers;  certain  employees  in  Puerto  Rico 
and  the  Virgin  Islands;  and  employees  of  national  farm  loan  associa¬ 
tions,  production  credit  associations,  county  and  community  PM  com¬ 
mittees,  and  various  employees  of  State  and  other  governments  and  of 
certain  non-profit  organizations.  Benefits  for  persons  already  retir¬ 
ed  would  be  increased  on  the  average  by  about  ll\%y  and  benefits  for 
future  beneficiaries  would  be  more  than  doubled.  The  maximum  wage 
base  is  increased  from  $3*000  to  $3*600,  and  a  beneficiary  may  earn 
up  to  $50  per  month  without  loss  of  benefits.  World  War  II  veterans 
receive  credit  at  the  rate  of  $160  per  month  for  the  time  spent  in  the 
service.  Increases  for  present  beneficaries  are  effective  in  Sept¬ 
ember,  1950,  and  the  effective  date  for  new  coverage  is  January  1, 

1951*  Tie  contribution  tax  is  to  remain  at  1^%  on  employee  and  em¬ 
ployer  through  1953,  then  increases  in  4  steps  so  that  in  1970  and 
thereafter  it  will  be  3\%  for  each. 

The  bill  also  provides  for  increased  grants  to  States  for  public  as¬ 
sistance,  and  for  maternal  and  child  health  and  welfare  services,  makes 
changes  in  the  laws  relating  to  State  unemployment  insurance  systems, 
and  extends  all  four  categories  of  public  assistance  to  Puerto  Rico  and 
the  Virgin  Islands* 
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INDEX  AND  SUMMARY  CF  HISTORY  ON  H.  R.  6000 


February  21,  1949 

February  28,  1949 
March  24,  1949 
August  14,  1949 

August  16,  1949 
August  19,  1949 
August  22,  1949 

October  3,  1949 

October  4,  1949 
October  5,  1949 

October  6,  1949 

October  19,  1949 
November  15,  1949 
January  17,  1950 

January  18,  1950 
January23,  1950 
January  30,  1950 
February  3,  1950 
February  8,  1950 
February  9,  1950 
February  20,  1950 
March  24,  1950 
April  3,  1950 


H.  R.  2892  and  H.  R.  2893  were  introduced  by  Rep.  Doughton 
and  were  referred  to  the  House  Committee  on  Ways  and  Means. 
Prints  of  the  bills  as  introduced,  (similar  bills). 

Hearings:  House,  H.  R.  2892,  Pt.  1,  with  separate  index. 

Hearings:  House,  H.  R.  2893,  Pt.  2,  with  separate  index. 

H.  R.  6000  was  introduced  by  Rep.  Loughton  and  was  refer¬ 
red  to  the  House  Committee  on  Ways  and  Means.  Print  of 
the  bill  as  introduced. 

Pep.  Cooper  inserted  a  summary  of  H.  R.  6000. 

Permission  granted  to  report  by  midnight  Aug.  22. 

House  Committee  reported  H.  R.  6000.  House  Report  1300. 
Print  of  the  bill  as  reported. 

House  Rules  Committee  reported  H.  Res.  372  for  the  con¬ 
sideration  of  H.  R.  6000.  House  Report  1359* 

House  began  debate  on  H.  R.  6000. 

House  concluded  debate  and  passed  H.  R.  6000  with  amend¬ 
ments  by  a  vote  of  333-14* 

Print  of  H.  R.  6000  as  referred  to  the  Senate  Committee  on 
Finance • 

Print  of  an  amendment  propsed  by  Senator  Pepper. 

Hearings:  House,  H.  R.  6000. 

Hearings:  Senate,  H.  R.  6000,  Pt.  1. 

Print  of  an  amendment  proposed  by  Senator  Ferguson. 

Print  of  an  amendment  proposed  by  Senator  Hendrickson. 
Hearings:  Senate,  H.  R.  6000,  Pt.  2. 

Print  of  an  amendment  proposed  by  Senator  Lehman. 

Print  of  an  amendment  proposed  by  Senator  Bridges. 

Print  of  an  amendment  proposed  by  Senator  O' w Conor. 

Print  of  an  amendment  proposed  by  Senator  Ives. 

Hearings:  Senate,  H.  R.  6000,  Pt.  3* 

Print  of  an  amendment  proposed  by  Senator  Myers. 

Print  of  an  amendment  proposed  by  Senator  Lehman. 
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April  10,  1950 
April  28,  1950 
May  17,  1950 

May  22,  1950 
June  7,  1950 
June  13,  1950 


June  14,  1950 
June  15,  1950 
June  16,  1950 

June  19,  1950 

June  20,  1950 


June  26,  1950 
August  1,  1950 
August  16,  1950 
August  17,  1950 
August  28,  1950 


Print  of  an  amendmend  proposed  by  Senator  George. 

Print  of  an  amendment  proposed  by  Senator  Lehman. 

Senate  Committee  reported  H.  R.  6000.  Senate  Report 
1669.  Print  of  the  bill  as  reported. 

Print  of  an  amendment  proposed  by  Senator  Lehman. 

Prints  of  amendments  proposed  by  Senator  Watkins. 

Senate  began  debate  on  H.  R.  6000. 

Prints  of  amendments  proposed  by  Senators  Butler  and 
Know land . 

Senate  debate  continued.  Prints  of  amendments  proposed 
by  Senators  Lehman  and  Lucas. 

Senate  debate  continued.  Prints  of  amendments  proposed 
by  Senators  George,  Humphrey,  Kilgore,  and  Myers. 

Senate  debate  continued.  Discussed  agricultural  workers 
(pp.  8842-4).  Prints  of  amendments  proposed  by  aenators 
Leahy,  Myers,  Neely,  and  Watkins. 

Senate  debate  continued.  Discussed  farm  workers  (pp.  8957- 
60).  Prints  of  amendments  proposed  by  Senators  Ives, 
Lehman,  Long,  Magnus on,  Murray,  Pepper,  and  Wiley. 

Senate  concluded  debate  and  passed  H.  R.  6000  with  amend¬ 
ments  by  a  vote  of  81-2. 

Print  of  the  bill  with  the  amendment  of  the  Senate. 

Senate  conferees  appointed. 

House  conferees  appointed. 

House  received  the  conference  report.  House  Report  2771. 
House  agreed  to  the  conference  report. 

Senate  agreed  to  the  conference  report. 

Approved.  Public  Law  734* 

Statement  by  the  President  on  signing  H.  R.  6000. 
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81st  CONGRESS 
1st  Session 


IN  THE  HOUSE  OE  REPRESENTATIVES 

February  21, 1949 

Mr.  Doughton  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Ways  and  Means 


A  BILL 

• 

To  amend  the  Social  Security  Act  to  enable  States  to  establish 
more  adequate  public-welfare  programs,  and  for  other 
purposes. 

q  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  “Public  Welfare  Act  of 

4  1949”. 

5  COMPREHENSIVE  PUBLIC  WELFARE  PROGRAMS 

6  Sec.  2.  Effective  July  1,  1949,  the  Social  Security  Act 

7  is  amended  by  adding  at  the  end  thereof  the  following  new 

8  title : 
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“Title  XIV— Comprehensive  Public-Welfare 

Programs 

“purpose 

“Sec.  1401.  (a)  The  Congress  finds  and  declares  that 
public  welfare  programs  are  an  essential  part  of  the  social 
security  system  in  promoting  the  security  and  welfare  of  the 
people  of  the  United  States. 

“(b)  The  purpose  of  this  title  is  to  enable  each  State, 
as  far  as  practicable  under  the  conditions  hi  such  State,  to 
develop  a  comprehensive  public-welfare  program  of  assist¬ 
ance  and  welfare  services  for  families,  adults,  and  children; 
to  make  assistance  available  to  all  needy  individuals  in  the 
State  whose  resources  are  not  sufficient  to  enable  them  to 
maintain  a  minimum  standard  of  economic  security,  with 
due  recognition  given  to  the  special  needs  of  the  aged,  the 
blind,  children,  handicapped  individuals,  and  other  groups 
with  special  needs;  and  to  make  welfare  services  available 
in  order  to  promote  personal  well-being  and  a  maximum 
degree  of  self-help. 

‘  ‘appropriations 

“Sec.  1402.  (a)  There  are  hereby  authorized  to  be 
appropriated  for  the  fiscal  year  ending  June  30,  1950,  and 
for  each  fiscal  year  thereafter,  sums  sufficient  ( 1 )  for  making 
payments  to  each  State  for  carrying  out  its  State  plan 
approved  by  the  Federal  Security  Administrator  (hereinafter 
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referred  to  as  the  Administrator)  under  this  title  (other  than 
for  welfare  services)  ;  and  (2)  to  enable  the  Administrator 
to  train  personnel  for  public-welfare  work  and  to  conduct 
demonstration  projects  in  connection  with  public-welfare 
programs  in  cooperation  with  State  agencies  administering 
plans  approved  under  this  title. 

“(b)  There  are  hereby  authorized  to  be  appropriated 
(1)  for  the  fiscal  year  ending  June  30,  1950,  the  sum  of 
$12,000,000,  and  for  each  fiscal  year  thereafter  such  sums 
as  are  necessary,  to  enable  each  State  which  has  a  plan 
approved  under  this  title  to  provide  family  and  adult  welfare 
services  under  such  plan,  and  (2)  for  the  fiscal  year  ending 
June  30,  1950,  the  sum  of  $12,000,000,  and  for  each  fiscal 
year  thereafter  such  sums  as  are  necessary,  to  enable  each 
State  which  has  a  plan  approved  under  this  title  to  provide 
child-welfare  services  under  such  plan. 

“definition  of  assistance 
“Sec.  1403.  As  used  in  this  title,  the  term  ‘assistance’ 
means  cash  assistance  and,  where  the  State  plan  so  provides, 
medical  assistance. 

“definition  of  cash  assistance 
“Sec.  1404.  As  used  in  this  title,  the  term  ‘cash  as¬ 
sistance’  means  money  payments  to  needy  individuals  who 
have  attained  the  age  of  eighteen  years  and  are  not  living  in  a 
public  institution  except  as  patients  in  a  medical  institution, 
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1  and  money  payments,  with  respect  to  needy  individuals 

2  under  the  age  of  eighteen  years,  made  to  parents  or  to  rela- 

3  tives  or  other  individuals  who  assume  responsibility  for 

4  parental  care  and  support  of  them,  if  such  parents,  relatives, 

5  or  other  individuals  maintain  a  family  home  for  such  needy 

6  individuals:  Provided,  That  such  needy  individuals  (whether 

7  or  not  they  have  attained  the  age  of  eighteen  years)  are  not 

8  patients  in  an  institution  for  tuberculosis  or  mental  diseases, 

9  or  in  any  medical  institution  following  diagnosis  of  tuber- 
19  culosis  or  psychosis. 

i 

11  “definition  of  medical  assistance 

12  “Sec.  1405.  As  used  in  this  title,  the  term  ‘medical 
12  assistance’  means  medical  services  for  needy  individuals,  pro- 

14  vided  by  the  State  agency  through  payments  (including 

15  payments  of  insurance  premiums  therefor)  to  persons,  agen- 
15  cies,  or  institutions  furnishing  or  procuring  such  services, 
1^  but  does  not  include  medical  services  for  individuals  living 
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in  a  public  institution  except  as  patients  in  a  medical  institu¬ 
tion,  or  for  individuals  who  are  patients  in  an  institution 
29  for  tuberculosis  or  mental  diseases,  or  for  individuals  who  are 
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patients  in  a  medical  institution  following  a  diagnosis  of 
tuberculosis  or  pyschosis. 

“definition  of  wtelfaee  see  vices 
“Sec.  1406.  As  used  in  this  title,  the  term  ‘welfare 
services’  means  familv-  and  adult-welfare  services  or  child- 
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welfare  services  (or  both) ,  including  (a)  with  respect  to 
family-  and  adult-welfare  services,  social  services  designed 
to  help  families  and  individuals  to  become  self-supporting, 
to  keep  families  together  in  their  own  homes,  and  to  reduce 
the  need  for  institutional  care;  and  (b)  with  respect  to 
child-welfare  services,  services  for  promoting  the  well-being 
of  children  including  social  services  designed  to  assure  the 
welfare  of  children,  whether  in  their  own  homes  or  else¬ 
where,  and  to  help  them  overcome  problems  resulting  from 
parental  neglect  or  other  circumstances  likely  to  result  in 
dependency,  neglect,  or  juvenile  delinquency,  and  foster 
care  necessary  to  provide  for  children  without  parental  care 
and  supervision  and  for  children  requiring  temporary  care 
outside  their  own  homes,  such  foster  care  to  be  given  in 
foster-family  homes,  temporary  homes,  or  other  facilities 
needed  to  supplement  home  care;  and  payment  of  the  cost 
of  returning  runaway  or  other  nonresident  children  to  their 
own  communities,  if  such  return  is  in  the  interest  of  the 
child  and  the  cost  cannot  otherwise  be  met. 

“state  public  welfare  plans 
“Sec.  1407.  *(a)  To  be  approved  under  this  title,  a 
State  plan  (which  may  provide  either  for  assistance  or  for 
welfare  services,  or  for  both  assistance  and  welfare  serv¬ 
ices)  must — 

“(1)  provide  (A)  for  the  establishment  or  desig- 
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nation  of  a  single  State  agency  to  administer  or  to 
supervise  the  administration  of  the  plan,  and  (B)  pro¬ 
vide  that  there  shall  not  he  more  than  one  agency  of  a 
local  subdivision  of  the  State  to  administer  the  plan 
within  such  subdivision; 

“(2)  provide  (A)  with  respect  to  assistance,  that 
the  plan  shall  be  in  effect  in  all  political  subdivisions  of 
the  State  and,  if  administered  by  them,  he  mandatory 
on  them;  and  (B)  with  respect  to  welfare  services,  for 
the  progressive  development  of  a  State-wide  program  as 
rapidly  as  trained  personnel  can  be  secured  to  administer 
it; 

“(3)  provide  for  financial  participation  by  the 
State  in  all  parts  of  the  State  plan,  and  for  such  dis¬ 
tribution  of  Federal  and  other  funds  for  assistance  and 
administration  of  the  plan  as  to  assure  equitable  treat¬ 
ment  of  needy  individuals  in  similar  circumstances, 
wherever  they  may  live  in  the  State ; 

“(4)  provide  for  the  establishment  and  application 
throughout  the  State  of  standards  necessary  to  the  opera¬ 
tion  of  the  plan,  including  standards  directed  toward 
enabling  each  needy  individual  to  secure,  through  assist¬ 
ance  and  his  other  income  and  resources,  the  essentials 
of  living  and  including  standards  which  provide  that 
the  State  agency  shall,  in  determining  need,  take  into 
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consideration  any  income  and  resources  of  an  individual 
claiming  assistance; 

“(5)  if  assistance  is  administered  by  categories, 
provide  for  a  reasonable  basis  for  establishing  such  cate¬ 
gories,  such  as  age  or  blindness ; 

“(6)  provide  that  all  individuals  wishing  to  make 
'  application  for  assistance  shall  have  opportunity  to  do 
so,  and  that  assistance  shall  be  furnished  promptly  to 
all  eligible  individuals; 

“  ( 7 )  provide  for  granting  an  opportunity  for  a 
fair  hearing  before  the  State  agency  to  any  individual 
whose  claim  for  assistance  or  welfare  services  included 
in  the  State  plan  is  denied  or  is  not  acted  upon  within 
a  reasonable  time ; 

“(8)  provide  that  determinations  of  eligibility  for 
and  amounts  of  assistance  or  welfare  services  under  the 
plan  shall  be  made  on  bases  which,  within  the  area 
served,  will  assure  to  every  individual  the  equal  pro¬ 
tection  of  the  laws  ; 

“(9)  provide  such  methods  of  administration  as 
are  found  by  the  Administrator  to  be  necessary  for  the 
proper  and  efficient  operation  of  the  plan,  including 
(A)  methods  relating  to  the  establishment  and  mainte¬ 
nance  of  personnel  standards  on  a  merit  basis,  except 
that  the  Administrator  shall  exercise  no  authority  with 
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respect  to  the  selection,  tenure  of  office,  and  compensa¬ 
tion  of  any  individual  employed  in  accordance  with  such 
methods;  and  (B)  a  training  program  for  the  personnel 
necessary  to  the  administration  of  the  plan; 

“  (10)  provide  safeguards  which  restrict  the  use 
or  disclosure  of  information  concerning  applicants  and 
recipients  to  purposes  directly  connected  with  the 
assistance  or  services  which  the  individual  is  applying 
for  or  receiving  under  the  plan ; 

“(11)  provide,  after  July  1,  1953,  if  the  plan 
includes  assistance  to  individuals  in  private  or  public 
institutions,  for  the  establishment  or  designation  of  a 
State  authority  or  authorities  which  shall  be  responsible 
for  establishing  and  maintaining  standards  for  such  in¬ 
stitutions;  and 

“(12)  provide  that  the  State  agency  shall  make 
such  reports,  in  such  form  and  containing  such  infor¬ 
mation,  as  the  Administrator  may  from  time  to  time 

•t 

require,  and  comply  with  such  provisions  as  the  Admin¬ 
istrator  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports. 

“(b)  The  Administrator  shall  approve  any  plan  which 
fulfills  the  conditions  specified  in  subsection  ( a ) ,  except 
that  there  shall  not  be  at  any  one  time  more  than  one 
approved  plan  under  this  title  for  any  one  State,  and  except 
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that  the  Administrator  shall  not  approve  any  plan  which 
imposes  as  a  condition  of  eligibility  for  assistance  or  welfare 
services  (1)  any  citizenship  requirement,  (2)  any  resi¬ 
dence  requirement  which  excludes  any  individual  who  re¬ 
sides  in  the  State,  (3)  any  requirement  that  individuals 
must  accept  any  other  assistance  or  welfare  services  under 
the  plan,  or  (4)  any  requirement  that  an  applicant  or 
recipient  must,  during  his  lifetime,  transfer  to  the  State  title 
or  control  to  any  property  which  such  individual  may  own : 
Provided,  That  the  State  may  create  a  lien  or  other  en¬ 
cumbrance,  enforceable  only  after  the  death  of  the  recipient 
or  his  surviving  spouse,  whichever  occurs  later,  on  such 
property  for  the  purpose  of  recovering  for  assistance  paid 
or  provided. 

“PAYMENTS  TO  STATES  (OTHER  THAN  FOR  WELFARE 

SERVICES) 

“Sec.  1408.  From  the  sums  appropriated  pursuant  to 
section  1402  (a)  which  the  Administrator  determines  to  be 
available  for  payments  to  States,  the  Secretary  of  the  Treas¬ 
ury  shall  pay  to  each  State  which  has  a  plan  approved  under 
this  title,  for  each  period  after  June  30,  1949,  an  amount, 
which  shall  be  used  exclusively  for  carrying  out  the  State 
plan,  equal  to  the  Federal  percentage  for  such  State  (as 
determined  in  accordance  with  section  1411)  of  the  total 
H.  R.  2892 - 2 
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amounts  expended  during  such  period  under  the  State  plan 
(other  than  amounts  expended  for  welfare  services),  not 
counting — 

“  ( 1 )  so  much  of  such  expenditure  as  is  included 
in  any  other  plan  (or  part  of  a  plan)  with  respect  to 
which  Federal  funds  are  paid  to  the  State ; 

“  (2)  so  much  of  such  expenditure  as  cash  assistance 
with  respect  to  any  individual  for  any  month  as  exceeds 
$50,  or  if  there  is  more  than  one  such  individual  in  the 
same  family  home,  $50  with  respect  to  one  such  indi¬ 
vidual,  $50  with  respect  to  the  second  such  individual, 
and  $20  with  respect  to  each  additional  such  individual; 
and 

“  (3)  so  much  of  such  expenditure  as  medical  assist¬ 
ance  in  any  period  as  exceeds  the  number  of  months 
in  such  period  multiplied  by  the  sum  of  (A)  $6  multi¬ 
plied  by  the  monthly  average  (for  such  period)  of 
individuals  eighteen  years  of  age  or  over  receiving  cash 
or  medical  assistance  under  the  State’s  plan,  and  (B) 
$3  multiplied  by  the  monthly  average  (for  such  period) 
of  individuals  under  eighteen  years  of  age  receiving 
cash  or  medical  assistance  under  the  State’s  plan. 
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“allotments  and  payments  to  states  foe  welfare 

SERVICES 

“Sec.  1409.  (a)  The  Administrator  shall  for  each  fiscal 
year  allot  among  the  several  States  the  sums  appropriated 
pursuant  to  clause  (1)  of  section  1402  (b)  and  the  sums 
appropriated  pursuant  to  clause  (2)  of  such  section,  for 
such  year,  such  allotments  to  he  made  on  the  basis  of  (1)' 
the  population  of  each  State  according  to  the  most  recent 
census  estimates,  (2)  the  financial  resources  of  each  State, 
and  (3)  when  the  Administrator  finds  it  necessary  in  order 
to  effectuate  the  purposes  of  this  title,  the  extent  of  a  par- 
ticular  adult-welfare  problem  or  problems  or  child-welfare 
problem  or  problems,  as  the  case  may  be,  in  the  respective 
States.  Upon  making  such  allotments,  the  Administrator 
shall  notify  the  Secretary  of  the  Treasury  and  each  State  of 
the  amount  of  the  allotments  for  such  State. 

“(b)  From  the  allotment  therefor  for  each  fiscal  year 
for  each  State  which  has  a  plan  approved  under  this  title, 
the  Secretary  of  the  Treasury  shall  pay  to  such  State,  for 
each  period  after  June  30,  1949,  an  amount,  which  shall  be 
used  exclusively  for  carrying  out  the  State  plan,  equal  to 
the  Federal  percentage  for  such  State  (as  determined  in 


12 


( 

1  accordance  with  section  1411)  of  the  total  amounts  ex- 

2  pended  during  such  period  for  family  and  adult-welfare 

3  services  or  child-welfare  services,  as  the  case  may  be,  under 

4  the  State  plan,  not  counting  so  much  of  such  expenditure  as 

5  is  included  in  any  other  plan  ( or  part  of  a  plan )  with  respect 

6  to  which  Federal  funds  are  paid  to  the  State. 

7  “method  of  computation  and  payment 

8  “Sec.  1410.  The  method  of  computing  and  paying 

9  amounts  due  a  State  under  section  1408  or  1409  shall  be 

10  as  follows : 

11  “(a)  The  Administrator  shall,  prior  to  the  beginning 

12  of  each  period  for  which  a  payment  is  to  be  made  to  the 
18  State  under  section  1408  or  1409,  estimate  the  amount  to 
11  be  paid  to  such  State  for  such  period  under  the  provisions 
15  of  such  section,  such  estimate  to  be  based  on  (A)  a  report 

18  filed  by  the  State  containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  period  in  accordance  with  the  provi- 

1®  sions  of  such  section,  and  stating  the  amount  appropriated 

19  or  made  available  by  the  State  and  its  political  subdivisions 
29  for  such  expenditures  in  such  period,  and  if  the  sum  of  such 

21  amount  and  the  estimated  Federal  grant  to  be  paid  the 

22  State  under  such  section  is  less  than  the  total  sum  of  such 
28  estimated  expenditures,  the  source  from  which  the  difference 
21  is  expected  to  be  derived;  and  (B)  such  other  data  as  to 
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such  estimated  expenditures  and  such  other  investigation 
as  the  Administrator  may  find  necessary. 

(b)  The  Administrator  shall  then  certify  to  the  Secre¬ 
tary  of  the  Treasury  the  amount  so  estimated  by  the  Ad¬ 
ministrator  (1)  reduced  or  increased,  as  the  case  may  be, 
bv  any  sum  by  which  he  finds  that  his  estimate  for  any 
prior  period  was  greater  or  less  than  the  amount  which 
should  have  been  paid  to  the  State  under  section  1408 
or  1409  for  such  period;  and  (2)  reduced  by  a  sum  equiva¬ 
lent  to  the  pro  rata  share  to  which  the  United  States  is 
equitably  entitled,  as  determined  by  the  Administrator,  of 
the  net  amount  recovered  during  any  prior  period  by  the 
State  or  any  political  subdivision  thereof  under  the  State  plan ; 
except  that  such  increases  or  reductions  shall  not  be  made 
to  the  extent  that  such  sums  have  been  applied  to  make  the 
amount  certified  for  any  prior  period  greater  or  less  than  the 
amount  estimated  by  the  Administrator  for  such  prior 
period:  Provided,  That  any  part  of  the  amount  recovered 
from  the  estate  of  a  deceased  recipient  which  is  not  in 
excess  of  the  amount  expended  by  the  State  or  any  political 
subdivision  thereof  for  the  funeral  expenses  of  the  deceased 
shall  not  be  considered  as  a  basis  for  reduction  under  clause 
(2)  of  this  paragraph. 

“(c)  The  Secretary  of  the  Treasury  shall,  prior  to 
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audit  or  settlement  by  the  General  Accounting  Office,  pay 
to  the  State,  at  the  time  or  times  fixed  by  the  Administrator, 
the  amount  so  certified. 

“(d)  The  period  for  which  estimates  and  certifications 
are  made  under  this  section  (and  payments  are  to  be  made 
under  section  1408  or  1409)  shall  be  a  calendar  quarter, 
except  that,  upon  application  by  a  State,  the  Administrator 
may  extend  the  period  for  such  State  to  two,  three,  or  four 
calendar  quarters. 

“federal  grant  percentages 

“Sec.  1411.  (a)  The  ‘Federal  percentage’  for  any 
State  shall  be  100  per  centum  less  the  State  percentage; 
and  the  State  percentage  shall  be  that  percentage  which 
bears  the  same  ratio  to  45  per  centum  as  the  per  capita 
income  of  such  State  bears  to  the  per  capita  income  of  the 
continental  United  States  (excluding  Alaska)  ;  except  that 
(1)  the  Federal  percentage  shall  in  no  case  be  more  than 
75  per  centum  or  less  than  40  per  centum,  (2)  in  deter¬ 
mining  the  Federal  percentage  a  fractional  part  of  1  per 
centum  shall  be  disregarded  if  it  is  less  than  one-half  and 
shall  be  increased  to  1  per  centum  if  it  is  one-half  or  more, 
and  (3)  the  Federal  percentage  shall  be  55  per  centum 
for  Alaska  and  Hawaii,  and  75  per  centum  for  Puerto  Eico 
and  the  Virgin  Islands. 

“(b)  The  Federal  percentage  for  each  State  shall  be 
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promulgated  by  the  Administrator  between  July  1  and 
August  31  of  each  even-numbered  year,  on  the  basis  of  the 
average  per  capita  income  of  each  State  and  of  the  conti¬ 
nental  United  States  (excluding  Alaska)  for  the  three  most 
recent  consecutive  calendar  years  for  which  satisfactory  data 
are  available  from  the  Department  of  Commerce.  Such  pro¬ 
mulgation  shall,  for  purposes  of  this  section,  be  conclusive  for 
each  of  the  eight  quarters  in  the  period  beginning  July  1 
next  succeeding  such  promulgation:  Provided,  That  the 
Administrator  shall  promulgate  such  percentages  as  soon  as 
possible  after  the  enactment  of  this  Act,  which  promulgation 
shall  be  conclusive  for  the  purposes  of  this  section  for  each 
of  the  eight  quarters  in  the  period  beginning  July  1,  1949, 
and  ending  June  30,  1951. 

“operation  of  state  plans 
“Sec.  1412.  In  the  case  of  any  State  plan  which  has 
been  approved  by  the  Administrator  under  this  title,  if  the 
Administrator,  after  reasonable  notice  and  opportunity  for 
hearing  to  the  State  agency  administering  or  supervising 
the  administration  of  such  plan,  finds — 

“  (a)  that  the  plan  has  been  so  changed  as  to  im¬ 
pose  any  requirement  prohibited  by  section  1407  (b), 
or  that  in  the  administration  of  the  plan  any  .such  pro¬ 
hibited  requirement  is  imposed,  with  the  knowledge  of 
such  State  agency,  in  a  substantial  number  of  cases;  or 
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“(b)  that  in  the  administration  of  the  plan  there  is 
a  failure  to  comply  substantially  with  any  provision 
required  by  section  1407  (a)  to  be  included  in  the  plan; 
the  Administrator  shall  notify  such  State  agency  that 
further  payments  will  not  be  made  to  the  State  under 
such  plan  or,  in  his  discretion,  that  further  payments 
will  not  be  made  to  the  -State  for  activities  in  which 
there  is  such  failure,  until  he  is  satisfied  that  such  pro¬ 
hibited  requirement  is  no  longer  imposed  or  that  there 
is  no  longer  any  such  failure  to  comply.  Until  he  is  so 
satisfied,  the  Administrator  shall  make  no  further  cer¬ 
tification  to  the  Secretary  of  the  Treasury  for  payment 
to  such  State,  or  shall  limit  certification  for  payment 
to  activities  in  which  there  is  no  such  failure.” 

DEFINITION  OF  STATE 

Sec.  3.  Section  1101  (a)  (1)  of  the  Social  Security 
Act  is  amended  to  read  as  follows : 

“(1)  The  term  ‘State’  includes  Alaska,  Hawaii,  and 
the  District  of  Columbia  and,  when  used  in  titles  V  and  XIV 
of  such  Act,  includes  Puerto  Pico  and  the  Virgin  Islands.” 

PAYMENTS  TTNDEE  EXISTING  LAW 
Sec.  4.  Xo  payment  shall  be  made  to  a  State  under  title 
I,  IV,  or  X  of  the  Social  Security  Act  for  any  period  for 
which  such  State  receives  any  payments  under  title  XIV  of 
such  Act  with  respect  to  assistance,  or  for  any  period  there- 
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after;  nor  shall  any  payment  be  made  to  a  State  under  part 
3  of  title  V  of  such  Act  for  any  period  for  which  such  State 
receives  any  payment  with  respect  to  welfare  services  under 
title  XIV  of  such  Act,  or  for  any  period  thereafter.  In  no 
event  may  any  payment  be  made  to  a  State  under  title  I, 
IV,  or  X,  or  part  3  of  title  V,  of  such  Act  for  any  period 
after  June  30,  1951. 

ADJUSTMENTS  WITH  RESPECT  TO  EXISTING  LAW 
Sec.  5.  If,  in  the  case  of  any  State  which  is  entitled  to 
payments  under  section  1408  or  1409  of  the  Social  Security 
Act,  adjustments  which  should  have  been  made  with  respect 
to  overpayments  or  underpayments  under  title  I,  IV,  or  X, 
or  part  3  of  title  V,  of  such  Act  have  not  already  been  made 
under  such  title  or  such  part — 

(a)  in  the  case  of  such  failure  with  respect  to  such 
title  I,  IV,  or  X,  such  adjustments  shall  he  made  in 
connection  with  such  payments  under  section  1408 ;  and 

(b)  in  the  case  of  such  failure  under  such  part  3 
of  title  V,  such  adjustments  shall  be  made  in  connection 
with  such  payments  under  section  1409. 
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81st  CONGKESS 
1st  Session 


IN'  THE  HOUSE  OE  REPRESENTATIVES 

February  21,  1949 

Mr.  Doughton  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Ways  and  Means 


To  extend  and  improve  the  old-age  and  survivors  insurance 
system,  to  add  protection  against  disability,  and  for  other 
purposes. 

3  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 
9  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  TITLE  I— SHORT  TITLE  AND  TABLE  OE  CONTENTS 

4  Section  1.  This  Act,  with  the  following  table  of  con- 
3  tents,  may  be  cited  as  the  “Social  Security  Amendments  of 
6  1949”. 

TABLE  OF  CONTENTS 


Section  of 
bill 

Section  of 
amended 
Social  Secu¬ 
rity  Act 

Heading 

Title  I  _  _ 

Short  Title  and  Table  of  Contents. 

Title  II  _ 

Retirement,  Survivors,  and  Disability  Insur- 

201 _ 

ance. 

Change  in  Section  Numbers  and  Title. 
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202 


Title  II 


Amendments  Relating  to  Coverage  and  Benefits. 
Federal  Retirement,  Sgr\ ivors,  and  Disability 


Insurance. 


201 _ 

201  (a) _ 

201  (b) _ 

201  (c) _ 

201  (d) _ 

201  (e) _ 

201  (f) _ 

201  (g) - 

201  (b) _ 

201  (i) _ 

201  (j) - 

201  (k) _ 

201  (1) _ 

201  (m) _ 

202  _ 

202  (a) _ 

202  (b) _ 

202  (c) _ 

202  (d) _ 

202  (e) _ 

202  (f) _ 

202  (g) - 

202  (h) _ 

203  _ 


Retirement,  Survivors  and  Disability  Benefits. 
Primary  insurance  benefits. 

Wife’s  insurance  benefits. 

Child’s  and  disabled  child’s  insurance  benefits. 
Widow’s  insurance  benefits. 

Mother’s  insurance  benefits. 

Parent’s  insurance  benefits. 

Lump-sum  death  payments. 

Disabled  husband’s  insurance  benefits. 

Disabled  widower’s  insurance  benefits. 
Application  for  monthly  benefits. 

Weekly  disability  benefits. 

Maternity  benefits. 

Simultaneous  entitlement  to  benefits. 

Amount  of  Benefits: 

Computation  of  primary  insurance  benefit. 
Computation  of  basic  amount  and  average 
monthly  wage. 

Computation  of  continuation  factor. 

Year  of  coverage. 

Computation  of  weekly  disability  benefit. 
Maternity  benefit. 

Recomputation  of  benefits. 

Rounding  out  amount  of  benefits. 

Coverage  Provisions: 


203  (a)..—' 


Definitions  of  “wages”  and  “self-employment  in- 
come.” 


203  (b) 
203  (c). 
203  (d) 
203  (e) 
203  (f) . 


Definition  of  “employment.” 

Determination  of  Federal  employment. 

Included  and  excluded  employment. 

Definition  of  “farm.” 

Definition  of  “American  vessel”  and  “American 
aircraft.” 


203  (g) 

204  _ 


Definition  of  “American  employer.” 

Voluntary  Agreements  for  Coverage  of  State 


and  Local  Employees. 


204  (a) _ 

204  (b) _ 

204  (c) _ 

204  (d) _ 

204  (e) _ 

204  (f) _ 

204  (g) - 

204  (h) _ 

204  (i) _ 

204  (j) - 

204  (k) _ 

204  (1) _ 

205  _ 

205  (a) _ 


Purpose  of  agreements. 

Provisions  of  agreements. 

Exclusion  of  certain  services  from  agreements. 
Safeguards  against  adverse  selection. 

Failure  of  the  State  to  comply  with  the  agreement. 
Failure  of  the  State  to  make  required  payments. 
Renewal  of  terminated  agreements  prohibited. 
Disposition  of  payments;  adjustment  of  under¬ 
and  over-payments. 

Regulations  consistent  with  requirements  on 
private  employers. 

Instrumentalities  of  two  or  more  States. 
Delegation  of  functions. 

Definition  of  “employee.” 

Eligibility  for  Benefits. 

Insured  status  for  retirement  and  survivors’ 
benefits. 
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206  (b) 

206  (c). 

206  (d) 
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Insured  status  for  certain  survivors’  benefits  only. 

Insured  status  for  extended  disability  benefits. 

Insured  status  for  weekly  disability  benefits. 

Quarters  of  coverage. 

Allocation  of  wages  paid  in  1937. 

Quarters  of  coverage  for  self-employment  income. 

Reduction  of  wage  credits  for  nonprofit  employ¬ 
ment  where  single  contribution  paid. 

Reduction  of  Benefits. 

Maximum  of  benefits  payable  on  same  wage 
record. 

Deductions  on  account  of  work  or  failure  to  have 
child  in  care. 

Deductions  on  account  of  earned  income  in  disa¬ 
bility  cases. 

Deductions  from  dependents’  benefits  because  of 
work  by  primary  beneficiary. 

Simultaneous  occurrence  of  events  occasioning 
deductions. 

Penalty  for  failure  to  report  events  occasioning 
deductions. 

Deductions  from  dependents’  benefits  for  refusal 
of  examination  or  rehabilitation,  or  absence 
from  United  States,  by  disabled  primary  bene¬ 
ficiary. 

Deductions  in  disability  cases  for  refusal  to 
accept  rehabilitation  or  examination  or  when 
outside  United  States. 

Reduction  of  disability  benefits  on  account  of 
receipt  of  workmen’s  compensation. 

National  Social  Insurance  Trust  Fund. 

Creation  of  National  Social  Insurance  Trust 
Fund. 

Creation  and  duties  of  board  of  trustees. 

Investment  of  the  trust  fund. 

Payments  from  the  trust  fund. 

Availability  of  fund  for  benefits;  reimbursement 
of  trust  fund. 

Other  Definitions. 

Definition  of  “wife.” 

Definitions  of  “widow”  and  “former  wife 
divorced.” 

Definition  of  “husband.” 

Definition  of  “widower.” 

Definition  of  “child.” 

Determination  of  family  relationship. 

"When  husband  and  wife  deemed  living  together. 

Definitions  of  “disability”  and  “extended  dis¬ 
ability.” 

Definition  of  “period  of  extended  disability.” 

When  disability  deemed  to  have  begun. 

Determination  of  Disability  and  Rehabilita¬ 
tion. 

Determination  of  disability. 

Declaration  of  policy  with  respect  to  rehabilita¬ 
tion. 

Provision  of  rehabilitation  services. 
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Social  Security  Act  are  herelry  redesignated  as  sections  211, 
213,  214,  215,  212,  and  216,  respectively. 
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AMENDMENTS  RELATING  TO  COVERAGE  AND  BENEFITS 
Sec.  202.  The  remaining  provisions  of  title  II  of  such 
Act  are  amended  to  read: 

“RETIREMENT,  SURVIVORS,  AND  DISABILITY  BENEFITS 

“Primary  Insurance  Benefits 
“Sec.  201.  (a)  (1)  Every  individual  who  (A)  has 

attained  the  age  of  sixty-five  if  a  male,  or  the  age  of  sixty 
if  a  female,  (B)  has  filed  application  for  primary  insurance 
benefits,  and  (C)  is  insured  under  the  provisions  of  section 
205  (a)  after  June  30,  1949,  shall  be  entitled  to  receive  a 
primary  insurance  benefit  for  each  month,  beginning  with  the 
first  month  after  June  1949  in  which  such  individual  be¬ 
comes  so  entitled  to  such  insurance  benefits.  Such  benefits 
shall  end  with  the  month  preceding  the  month  in  which  such 
individual  dies. 

“(2)  Every  individual  who  (A)  is  not  entitled  to 
benefits  under  paragraph  (1)  of  this  subsection,  (B)  is 
under  a  disability  or  extended  disability  (as  defined  in  sec¬ 
tion  208  (h)  )  which  has  continued  for  a  waiting  period  of 
six  consecutive  calendar  months  after  December  31,  1949, 
(0)  in  the  month  immediately  following  such  waiting  pe¬ 
riod  is  under  an  extended  disability,  (D)  has  filed  applica¬ 
tion  for  primary  insurance  benefits  within  the  waiting 
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period  or  in  the  month  immediately  following  the  end  of 
such  waiting  period,  and  (E)  is  insured  under  the  provi¬ 
sions  of  section  205  (c)  shall  be  entitled  to  receive  a  primary 
insurance  benefit  for  each  month,  beginning  with  the  first 
month  after  June  1950  and  after  such  six-month  waiting 
period  in  which  he  becomes  so  entitled  to  such  insurance 
benefits.  Such  benefits  shall  end  with  the  month  immedi¬ 
ately  preceding  the  first  month  in  which  airy  of  the  follow¬ 
ing  occurs:  Such  individual  ceases  to  be  under  an  extended 
disability,  becomes  entitled  to  benefits  under  paragraph  (l) 
of  this  subsection,  or  dies. 

“(3)  In  the  case  of  any  individual  who  was  under  an 
extended  disability  continuously  for  more  than  six  consecu¬ 
tive  months  prior  to  July  1,  1952,  such  extended  disability 
shall  be  deemed  to  have  begun  on  the  day  on  which  it 
actually  began  or  on  January  1,  1950,  whichever  is  later, 
but  only  if  application  for  benefits  under  paragraph  (2) 
of  this  subsection  is  filed  prior  to  July  1,  1952. 

“(4)  Any  individual  who  ceases,  b}^  reason  of  entitle¬ 
ment  to  benefits  under  paragraph  (2)  hereof,  to  be  entitled 
to  benefits  under  any  other  subsection  of  this  section  shall, 
if  no  other  event  has  occurred  which  would  terminate  his 
entitlement  to  benefits  under  such  other  subsection,  be  en¬ 
titled  to  benefits  under  such  other  subsection  for  each  month, 
beginning  with  the  month  following  the  month  in  which 
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his  entitlement  to  benefits  under  paragraph  (2)  of  this  sub¬ 
section  ceases. 

“(5)  No  payment  may  be  made  under  paragraph  (2) 
of  this  subsection  to  any  individual  for  any  period  that  he 
is  in  the  active  military  or  naval  service  of  the  United 

States. 

% 

“Wife’s  Insurance  Benefits 

“(b)  (1)  Every  wife  (as  defined  in  section  208  (a)  ) 
of  an  individual  who  is  entitled  to  primary  insurance  bene¬ 
fits,  if  such  wife  (A)  has  filed  application  for  wife’s  insur¬ 
ance  benefits,  (B)  was  living  with  such  individual  at  the 
time  such  application  was  filed,  (C)  has  attained  the  age 
of  sixty,  or  at  the  time  of  filing  such  application  has  in  her 
care  (individually  or  jointly  with  her  husband)  a  child 
entitled  to  receive  a  child’s  insurance  benefit  on  the  basis 
of  the  wages  or  self-employment  income  of  her  husband, 
and  (D)  is  not  entitled  to  receive  primary  insurance  bene¬ 
fits,  or  is  entitled  to  receive  primary  insurance  benefits  but 
such  benefit  for  each  month  is  less  than  one-half  of  the  pri¬ 
mary  insurance  benefit  of  her  husband  for  such  month, 
shall  be  entitled  to  receive  a  wife’s  insurance  benefit  for 
each  month,  beginning  with  the  first  month  after  June 
1949  in  which  she  becomes  so  entitled  to  such  insurance 
benefits.  Such  benefits  shall  end  with  the  month  imme¬ 
diately  preceding  the  first  month  in  which  any  of  the  fol- 
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lowing  occurs:  Such  wife  dies,  her  husband  dies,  they  are 
divorced  a  vinculo  matrimonii  or  their  marriage  is  deemed 
to  have  terminated,  her  husband  (if  entitled  to  primary 
insurance  benefits  under  subsection  (a)  (2)  )  ceases  to  be 
under  an  extended  disability,  no  child  of  her  husband  is 
entitled  to  receive  a  child’s  insurance  benefit  and  she 
has  not  attained  the  age  of  sixty,  or  she  becomes  entitled  to 
receive  a  primary  insurance  benefit  for  a  month  equal  to  or 
exceeding  one-half  of  the  primary  insurance  benefit  of  her 
husband  for  such  month. 

“  (2)  Such  wife’s  insurance  benefit  for  each  month  shall 
be  equal  to  one-half  of  the  primary  insurance  benefit  of  her 
husband  for  such  month  except  that,  if  she  is  entitled  to  re¬ 
ceive  a  primary  insurance  benefit  for  any  month,  such 
wife’s  insurance  benefit  for  such  month  shall  be  reduced 
by  an  amount  equal  to  her  primary  insurance  benefit  for 
such  month. 

“Child’s  and  Disabled  Child’s  Insurance  Benefits 

“  (c)  (1)  Every  child  (as  defined  in  section  208  (e)  ) 
of  an  individual  entitled  to  primary  insurance  benefits,  or  of 
an  individual  who  died  after  December  1939  and  who  was 
at  the  time  of  his  death  insured  under  the  provisions  of 
subsection  (a)  or  (b)  of  section  205,  if  such  child  (A) 
has  filed  application  for  child’s  insurance  benefits,  (B)  at 
the  time  such  application  was  filed  was  unmarried  and  had 
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not  attained  the  age  of  eighteen,  and  (C)  was  dependent 
upon  such  individual  at  the  time  such  application  was  filed, 
or,  if  such  individual  has  died,  was  dependent  upon  such 
individual  at  the  time  of  such  individual’s  death,  shall  be 
entitled  to  receive  a  child’s  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  June  1949  in  which  such 
child  becomes  so  entitled  to  such  insurance  benefits.  Such 
benefits  shall  end  with  the  month  immediately  preceding  the 
first  month  in  which  any  of  the  following  occurs:  Such 
child  dies,  marries,  is  adopted  (except  for  adoption,  sub¬ 
sequent  to  the  death  of  such  insured  individual,  by  a  natural 
parent  or  stepparent,  or  by  a  grandparent,  aunt,  or  uncle 
by  blood  or  affinity) ,  attains  the  age  of  eighteen,  or  the 
individual  on  whose  wages  or  self-employment  income  such 
child’s  insurance  benefits  are  based  (if  such  individual  is 
entitled  to  primary  insurance  benefits  under  subsection  (a) 
(2))  ceases  to  be  under  an  extended  disability. 

“(2)  Every  child  of  such  an  individual,  if  such  child 

(A)  after  November  30,  1949,  was  entitled,  or  could  have 
become  entitled  upon  filing  an  application  therefor,  to  child’s 
insurance  benefits  under  paragraph  (1)  for  the  month  prior 
to  the  month  in  which  such  child  attained  the  age  of  eighteen, 

(B)  was  under  an  extended  disability  in  such  month  prior 
to  attainment  of  age  eighteen,  which  disability  has  continued 
since  such  month  and  for  a  period  of  not  less  than  six 
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consecutive  calendar  months  since  December  31,  1949,  (C) 
has  filed  proof  of  being  under  such  disability  in  such  month 
within  one  year  after  the  end  of  such  month,  (D)  has  filed 
application  for  disabled  child’s  insurance  benefits,  (E)  at  the 
time  such  application  was  filed  was  unmarried  and  had  at¬ 
tained  the  age  of  eighteen,  and  (E)  is  not  entitled  to  receive 
any  other  monthly  insurance  benefits  under  this  section,  or 
is  entitled  to  receive  one  or  more  of  such  benefits  for  a  month 
hut  the  total  for  .such  month  is  less  than  one-half  of  the 
primary  insurance  benefit  of  such  individual,  shall  be  entitled 
to  receive  a  disabled  child’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  June  1950  in 
which  such  child  becomes  so  entitled  to  such  insurance 
benefits.  Such  benefits  shall  end  with  the  month  preceding 
the  first  month  in  which  any  of  the  following  occurs:  such 
child  dies,  marries,  is  adopted  (except  for  adoption,  subse¬ 
quent  to  the  death  of  such  insured  individual,  by  a  natural 
parent  or  stepparent,  or  by  a  grandparent,  aunt,  or  uncle  by 
blood  or  affinity) ,  or  ceases  to  he  under  an  extended  dis¬ 
ability,  or  the  individual  on  whose  wages  or  self-employment 
income  the  disabled  child’s  insurance  benefits  are  based  (if 
such  individual  is  entitled  to  primary  insurance  benefits  under 
subsection  (a)  (2)  )  ceases  to  be  under  an  extended 

disability. 

l‘(3)  Such  child’s  or  disabled  child’s  insurance  benefit 
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for  each  month  shall  be  equal  to  one-half  of  the  primary 
insurance  benefit  for  such  month  of  the  individual  with 
respect  to  whose  wages  or  self-employment  income  the 
child  is  entitled  to  receive  such  benefit;  except  that  there 
shall  be  added  to  the  total  of  benefits  for  any  month  to  which 
children  are  entitled  on  the  basis  of  an  individual’s  wages 
or  self-employment  income,  if  such  individual  has  died  in 
or  prior  to  such  month,  an  amount  (to  be  divided  equally 
if  more  than  one  child  is  so  entitled)  equal  to  one-fourth 
of  such  individual’s  primary  insurance  benefit.  If  a  child 
is  entitled  for  any  month  to  child’s  or  disabled  child’s  insur¬ 
ance  benefits  with  respect  to  the  wages  or  self-employment 
income  of  more  than  one  individual  he  shall  be  paid  only 
one  such  benefit  for  such  month,  such  benefit  to  be  the 
one  based  on  the  wages  or  self-employment  income  of  the 
individual  which  result  in  the  highest  child’s  or  disabled 
child's  insurance  benefit  for  such  child  for  such  month. 

“(4)  A  child  shall  be  deemed  dependent  upon  his 
father  or  an  adopting  father  at  the  time  specified  in  para¬ 
graph  (1)  (C)  if  such  father  or  adopting  father  was 

living  with  or  contributing  to  the  support  of  such  child. 

“(5)  A  child  shall  also  be  deemed  dependent  on  his 
father  or  adopting  father  at  the  time  specified  in  para¬ 
graph  (1)  (C)  if  (A)  such  child  is  either  the  legitimate 
or  adopted  child  of  such  individual,  (B)  such  child  has  not 
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been  adopted  by  some  other  individual  (except  the  wife 
of  such  father  or  adopting  father),  and  (C)  such  child 
was  not  living  with,  and  not  receiving  at  least  one-half 
of  his  support,  from  his  stepfather. 

“(6)  A  child  shall  be  deemed  to  have  been  depend¬ 
ent  upon  his  stepfather  at  the  time  specified  in  paragraph 
(1)  (C)  if,  at  such  time,  the  child  was  living  with  such 
stepfather  or  was  receiving  at  least  one-half  of  the  amount 
of  his  support  from  such  stepfather. 

“  (7)  A  child  shall  be  deemed  dependent  on  his  natural 
or  adopting  mother  at  the  time  of  her  death  if,  at  such  time, 
she  was  insured  under  the  provisions  of  both  subsection  (a) 
and  subsection  (b)  of  section  205.  A  child  shall  also  be 
deemed  to  have  been  dependent  upon  his  mother  at  the 
time  specified  in  paragraph  (1)  (C)  if,  at  such  time,  his 

mother  was  either  living  with  or  contributing  to  the  support 
of  such  child,  and  such  child  was  not  living  with  or  receiving 
contributions  from  his  father  or  adopting  father,  or  if  such 
child  was  living  with  or  receiving  contributions  from  his 
father  or  adopting  father  at  such  time,  but  only  if  such  mother 
was  furnishing  at  least  one-half  of  the  amount  of  the  child’s 
support.  For  the  purposes  of  this  paragraph  the  term 
‘mother’  includes  the  natural  mother,  adopting  mother,  or 
stepmother  of  the  child. 

“  (8)  A  child  shall  be  deemed  to  have  been  dependent 
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upon  a  person  in  loco  parentis  to  such  child  at  the  time  speci¬ 
fied  in  paragraph  (1)  (C)  if,  at  such  time,  such  child  was 
living  with  such  person  and  was  receiving  at  least  one-half 
of  the  amount  of  his  support  from  such  person. 

“Widow’s  Insurance  Benefits 
“(d)  (1)  Every  widow  (as  defined  in  section  208  (b) 
(1)  )  of  an  individual  who  died  after  December  1939  and 
who  either  was  insured  under  the  provisions  of  section  205 
(a)  at  the  time  of  his  death  or  was  entitled  to  benefits  under 
section  201  (a)  (2)  for  the  month  preceding  the  month 

in  which  he  died,  if  such  widow  (A)  has  not  remarried,  (B) 
has  attained  the  age  of  sixty,  (O)  has  filed  application  for 
widow’s  insurance  benefits  or,  after  attainment  of  age  sixty, 
was  entitled  to  wife’s  insurance  benefits  with  respect  to  the 
wages  or  self-employment  income  of  such  individual  for  the 
month  preceding  the  month  in  which  he  died,  (D)  was 
living  with  such  individual  at  the  time  of  his  death,  and 
(E)  is  not  entitled  to  receive  primary  insurance  benefits,  or 
is  entitled  to  receive  primary  insurance  benefits  each  of 
which  is  less  than  three-fourths  of  the  primary  insurance 
benefit  of  her  husband,  shall  be  entitled  to  receive  a  widow’s 
insurance  benefit  for  each  month,  beginning  with  the 
first  month  after  June  1949  in  which  she  becomes  entitled 
to  such  insurance  benefits.  Such  benefits  shall  end  with 
the  month  immediately  preceding  the  first  month  in  which 
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any  of  the  following  occurs:  Such  widow  remarries,  dies, 
or  becomes  entitled  to  receive  a  primary  insurance  bene¬ 
fit  equal  to  or  exceeding  three-fourths  of  the  primary  in¬ 
surance  benefit  of  her  husband. 

“(2)  Such  widow’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
benefit  of  her  deceased  husband,  except  that,  if  she  is  en¬ 
titled  to  receive  a  primary  insurance  benefit  for  any  month, 
such  widow’s  insurance  benefit  for  such  month  shall  be  re¬ 
duced  by  an  amount  equal  to  her  primary  insurance  bene¬ 
fit  for  such  month. 

“Mother’s  Insurance  Benefits 
“(e)  (1)  Every  widow  (as  defined  in  section  208 

(b)  (1))  and  every  former  wife  divorced  (as  defined  in 

section  208  (b)  (2)  )  of  an  individual  who  died  after 

December  1939  and  who  was  at  the  time  of  his  death  in¬ 
sured  under  the  provisions  of  subsection  (a)  or  (b)  of 
section  205,  if  such  widow  or  former  wife  divorced  (A)  has 
not  remarried,  (B)  is  not  entitled  to  receive  a  widow’s 
insurance  benefit,  (C)  is  not  entitled  to  receive  primary 
insurance  benefits,  or  is  entitled  to  receive  primary  insurance 
benefits  each  of  which  is  less  than  three-fourths  of  the  pri¬ 
mary  insurance  benefit  of  such  individual,  (D)  has  filed 
application  for  mother’s  insurance  benefits,  (E)  at  the  time 
of  filing  such  application  has  in  her  care  a  child  of  such 
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individual  entitled  to  receive  a  child’s  insurance  benefit,  and 
(E)  (i)  in  the  case  of  a  widow,  she  was  living  with  such 
individual  at  the  time  of  his  death,  or  (ii)  in  the  case  of  a 
former  wife  divorced,  she  was  receiving  from  such  individual, 
pursuant  to  agreement  or  court  order,  at  least  one-half  of 
the  amount  of  her  support  at  the  time  of  his  death  and  the 
child  referred  to  in  clause  (E)  is  her  son,  daughter,  or  legally 
adopted  child  and  the  benefits  referred  to  in  such  clause  are 
payable  on  the  basis  of  such  individual’s  wages  or  self- 
employment  income,  shall  he  entitled  to  receive  a  mother’s 
insurance  benefit  for  each  month,  beginning  with  the  first 
month  after  June  1949  in  which  she  becomes  so  entitled  to 
such  insurance  benefits.  Such  benefits  shall  end  with  the 
month  immediately  preceding  the  first  month  in  which  any  of 
the  following  occurs:  No  child  of  such  deceased  individual 
is  entitled  to  receive  a  child’s  insurance  benefit,  such  widow 
or  former  wife  divorced  becomes  entitled  to  receive  a  primary 
insurance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  benefit  of  such  deceased  individual,  she 
becomes  entitled  to  receive  a  widow’s  insurance  benefit,  she 
remarries,  or  she  dies.  Such  benefits  shall  also  end,  in  the 
case  of  a  former  wife  divorced,  with  the  month  immediately 
preceding  the  first  month  in  which  no  son,  daughter,  or 
legally  adopted  child  of  such  former  wife  divorced  is  entitled 
H.  K.  2893 - 2 
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to  receive  a  child’s  insurance  benefit  with  respect  to  the 
wages  or  self-employment  income  of  such  deceased  individual. 

“(2)  Such  mother’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
benefit  of  such  deceased  individual,  except  that,  if  she  is 
entitled  to  receive  a  primary  insurance  benefit  for  any 
month,  such  mother’s  insurance  benefit  for  such  month  shall 
be  reduced  by  an  amount  equal  to  her  primary  insurance 
benefit. 

“Parent’s  Insurance  Benefits 
“(f)  (1)  Every  parent  of  an  individual  who  died 

after  December  1939  and  who  was  at  the  time  of  his  death 
insured  under  the  provisions  of  section  205  (a) ,  if  such 
individual  did  not  leave  (A)  a  widow  who  meets  the  con¬ 
ditions  in  clauses  (D)  and  (E)  of  subsection  (d)  (1), 

or  (B)  a  widower  who  meets  the  conditions  in  clauses 
(D),  (E),and  (G)  of  subsection  (i)  ( 1 ) ,  or  (C)  a  child 
who  could,  upon  filing  application  in  the  month  of  such 
individual’s  death  (or  in  the  month  of  birth  if  suchj  child 
is  born  posthumously) ,  have  become  entitled  to  receive  a 
child’s  or  disabled  child’s  insurance  benefit  based  on  the 
wages  or  self-employment  income  of  such  individual,  and 
who  was  not  entitled  and  could  not,  upon  application,  have 
become  entitled  in  such  month  to  receive  an  equal  or  a 
larger  child’s  or  disabled  child’s  insurance  benefit  on  the 
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basis  of  wages  or  self-employment  income  other  than  the 
wages  or  self-employment  income  of  such  individual,  and 
if  such  parent  (D)  lias  attained  the  age  of  sixty-five  if  a 
male,  or  the  age  of  sixty  if  a  female,  (E)  was  receiving  at 
least  one-half  of  the  amount  of  his  support  from  such 
individual  at  the  time  of  such  individual’s  death  and  filed 
proof  of  such  support  within  two  years  of  such  date  of 
death,  (E)  has  not  married  since  such  individual’s  death, 
(G)  is  not  entitled  to  receive  any  other  monthly  insurance 
benefits  under  this  section,  or  is  entitled  to  receive  one  or 
more  of  such  benefits  for  a  month  hut  the  total  for  such 
month  is  less  than  three-fourths  of  the  primary  insurance 
benefit  of  such  deceased  individual,  and  (H)  has  filed 
application  for  parent’s  insurance  benefits,  shall  he  entitled 
to  receive  a  parent’s  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  June  1949  in  which 
such  parent  becomes  so  entitled  to  such  parent’s  insurance 
benefits.  Such  benefits  shall  end  with  the  month  immedi¬ 
ately  preceding  the  first  month  in  which  any  of  the  follow¬ 
ing  occurs:  such  parent  dies,  marries  an  individual  who  is 
not  entitled  to  monthly  insurance  benefits  under  this  section, 
or  becomes  entitled  to  receive  for  any  month  a  monthly 
insurance  benefit  or  benefits  under  this  section  in  a  total 
amount  equal  to  or  exceeding  three-fourths  of  the  primary 
insurance  benefit  of  such  deceased  individual. 
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“(2)  Such  parent’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance  bene¬ 
fit  of  such  deceased  individual,  except  that,  if  such  parent 
is  entitled  to  receive  an  insurance  benefit  or  benefits  for 
any  month  under  this  section  (other  than  a  benefit  under 
this  subsection),  such  parent’s  insurance  benefit  for  such 
month  shall  be  reduced  by  an  amount  equal  to  the  total  of 
such  other  benefit  or  benefits  for  such  month.  When  there 
is  more  than  one  such  individual  with  respect  to  whose 
wages  or  self-employment  income  the  parent  is  entitled  to 
receive  a  parent’s  insurance  benefit  for  a  month,  such  benefit 
shall  be  equal  to  three-fourths  of  whichever  primary  insurance 
benefit  is  greatest. 

“(3)  As  used  in  this  subsection,  the  term  ‘parent’ 
means  the  mother  or  father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted  before  such  individual 
attained  the  age  of  sixteen,  an  adopting  parent  by  whom 
an  individual  was  adopted  before  such  individual  attained 
the  age  of  sixteen,  or  a  person  who  has  stood  in  loco  parentis 
to  an  individual  and  such  relationship  began  before  such 
individual  attained  the  age  of  sixteen.  . 

“Lump-Sum  Death  Payments 

“(g)  Upon  the  death  after  June  1949  of  an  individual 
who  when  he  died  was  insured  under  the  provisions  of  sub¬ 
section  (a)  or  (b)  of  section  205,  an  amount  equal  to  three 
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times  a  primary  insurance  benefit  of  such  individual  shall 
he  paid  in  a  lump  sum  to  the  widow  or  widower  whose  rela¬ 
tionship  to  the  deceased  is  determined  by  the  Administrator, 
and  who  is  living  on  the  date  of  such  determination,  if  such 
widow  or  widower  was  living  with  such  insured  individual 
at  the  time  of  the  latter’s  death.  If  no  such  widow  or 
widower  be  living  on  the  date  of  such  determination  or,  if 
living,  such  widow  or  widower  was  not  living  with  the  in¬ 
sured  individual  at  the  time  of  his  death,  of  if  such  widow 
or  widower  dies  before  receiving  payment,  such  amount  shall 
be  paid  to  any  person  or  persons,  equitably  entitled  thereto, 
to  the  extent  and  in  the  proportion  that  he  or  they  shall  have 
paid  the  expenses  of  burial  of  the  insured  deceased  individual. 
Ho  payment  shall  be  made  to  any  person  under  this  sub¬ 
section  unless  application  therefor  is  filed,  by  or  on  behalf 
of  such  person  (whether  or  not  legally  competent) ,  prior  to 
the  expiration  of  two  years  after  the  date  of  death  of  such 
insured  individual. 

“Disabled  Husband’s  Insurance  Benefits 
“(h)  (1)  Every  husband  (as  defined  in  section  208 

(c)  )  of  an  individual  who  becomes  entitled  to  primary 
insurance  benefits  after  December  31,  1949,  if  such  husband 
(A)  has  attained  the  age  of  sixty-five,  (B)  has  filed  appli¬ 
cation  for  disabled  husband’s  insurance  benefits,  (0)  was 
living  with  such  individual  at  the  time  such  application  was 
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filed,  (D)  was  under  an  extended  disability  at  the  time  his 
wife  became  entitled  to  primary  insurance  benefits,  which 
disability  has  continued  since  such  time  and  for  a  period  of 
not  less  than  six  consecutive  calendar  months  since  December 
31,  1949,  (E)  has  filed  proof,  within  one  year  after  the 
date  as  of  which  his  wife  became  entitled  to  such  primary 
insurance  benefits,  of  such  disability  on  such  date,  and  (E) 
is  not  entitled  to  receive  primary  insurance  benefits,  or  is 
entitled  to  receive  primary  insurance  benefits  but  such  bene¬ 
fit  for  each  month  is  less  than  one-half  of  the  primary  insur¬ 
ance  benefit  of  his  wife  for  such  month,  shall  be  entitled  to 
receive  a  disabled  husband’s  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  June  1950  in  which  he 
becomes  so  entitled  to  such  insurance  benefits.  Such  benefits 
shall  end  with  the  month  immediately  preceding  the  first 
month  in  which  any  of  the  following  occurs:  Such  disabled 
husband  ceases  to  be  under  an  extended  disability,  dies,  his 
wife  dies,  his  wife  (if  entitled  to  primary  insurance  ben¬ 
efits  under  subsection  (a)  (2)  )  ceases  to  be  under  an  ex¬ 
tended  disability,  they  are  divorced  a  vinculo  matrimonii  or 
their  marriage  is  deemed  to  have  terminated,  or  he  becomes 
entitled  to  receive  a  primary  insurance  benefit  for  a  month 
equal  to  or  exceeding  one-half  of  the  primary  insurance  ben¬ 
efit  of  his  wife  for  such  month. 

“  (2)  Such  disabled  husband’s  insurance  benefit  for  each 
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month  shall  be  equal  to  one-half  of  the  primary  insurance 
benefit  of  his  wife  for  such  month,  except  that,  if  he  is  en¬ 
titled  to  receive  a  primary  insurance  benefit  for  any  month, 
such  disabled  husband’s  insurance  benefit  for  such  month 
shall  be  reduced  by  an  amount  equal  to  his  primary 
insurance  benefit  for  such  month. 

“Disabled  Widower’s  Insurance  Benefits 
“(i)  (1)  Every  widower  (as  defined  in  section  208 
(d)  )  of  an  individual  who  died  after  December  31,  1949, 
and  who  either  was  at  the  time  of  her  death  insured  under 
the  provisions  of  section  205  (a),  or  was  entitled  to  bene¬ 
fits  under  the  provisions  of  section  201  (a)  (2)  for  the 

month  preceding  the  month  in  which  she  died,  if  such  wid¬ 
ower  (A)  has  filed  application  for  disabled  widower’s  in¬ 
surance  benefits  or  was  entitled  to  disabled  husband’s  insur¬ 
ance  benefits  with  respect  to  the  wages  or  self-employment 
income  of  such  individual  for  the  month  preceding  the  month 
in  which  she  died;  (B)  has  not  remarried;  (C)  has  attained 
the  age  of  sixty-five;  (D)  was  living  with  such  individual 
at  the  time  of  her  death;  (E)  was  under  an  extended  dis¬ 
ability  at  the  time  of  her  death,  which  disability  has  con¬ 
tinued  since  such  time  and  for  a  period  of  not  less  than  six 
consecutive  months  since  December  31,  1949;  (E)  has  filed 
proof,  within  one  year  of  the  date  of  such  death,  of  such  dis¬ 
ability  on  such  date;  and  (G)  is  not  entitled  to  receive 
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primary  insurance  benefits,  or  is  entitled  to  receive  primary 

insurance  benefits  each  of  which  is  less  than  three-fourths  of 

• 

a  primary  insurance  benefit  of  his  deceased  wife,  shall  be  en¬ 
titled  to  receive  a  disabled  widower’s  insurance  benefit  for 
each  month,  beginning  with  the  first  month  after  June  1950 
in  which  he  becomes  so  entitled  to  such  insurance  benefits. 
Such  benefits  shall  end  with  the  month  immediately  preced¬ 
ing  the  first  month  in  which  any  of  the  following  occurs: 
He  ceases  to  be  under  an  extended  disability,  remarries,  dies, 
or  becomes  entitled  to  receive  a  primary  insurance  benefit 
equal  to  or  exceeding  three-fourths  of  the  primary  insurance 
benefit  of  his  deceased  wife. 

“(2)  Such  disabled  widower’s  insurance  benefit  for 
each  month  shall  be  equal  to  three-fourths  of  the  primary 
insurance  benefit  of  his  deceased  wife,  except  that,  if  he 
is  entitled  to  receive  a  primary  insurance  benefit  for  any 
month,  such  disabled  widower’s  insurance  benefit  for  such 
month  shall  be  reduced  by  an  amount  equal  to  his  primary 
insurance  benefit  for  such  month. 

“ Application  for  Monthly  Benefits 

“(j)  An  individual  who  would  have  been  entitled  to 
a  benefit  under  subsection  (a),  (b) ,  (c) ,  (d),  (e) ,  (f) , 
(h) ,  or  (i)  for  any  month  had  he  filed  application  there¬ 
for  prior  to  the  end  of  such  month  shall  be  entitled  to  such 
benefit  for  such  month  if  he  files  application  therefor  prior 
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to  the  end  of  the  third  month  immediately  succeeding  such 
month.  Any  benefit  under  any  such  subsection  for  a  month 
in  which  application  is  filed  or  for  a  month  prior  to  such 
month  shall  be  reduced,  to  any  extent  that  may  he  necessary, 
so  that  it  will  not  render  erroneous  any  benefit  to  which  the 
Administrator  has  found  a  beneficiary  to  be  entitled,  with 
respect  to  the  same  wages  or  self-employment  income,  for 
such  month  under  the  same  or  any  other  such  subsection. 

“Weekly  Disability  Benefits 

“(k)  (1)  Every  individual  who  (A)  is  insured  under 
the  provisions  of  section  205  (d) ,  (B)  is  not  entitled  to  pri¬ 
mary  insurance  benefits  under  subsection  (a)  (2),  (0)  is 
under  a  disability  (as  defined  in  section  208  (h)  (1)),  (D) 
has  had  a  waiting  week  in  his  benefit  vear  and  after  Decern- 
her  31,  1949,  and  (E)  has  filed  an  application  for  weekly 
disability  benefits  in  accordance  with  regulations  of  the 
Administrator  shall  he  entitled  to  a  weekly  disability  bene¬ 
fit  for  each  full  week  of  disability;  except  that,  if  an  uninter¬ 
rupted  spell  of  disability  for  an  individual  in  a  benefit  year 
continues  into  his  next  benefit  year,  the  requirement  of  clause 
(D)  of  this  paragraph  shall  not  apply  with  respect  to 
disability  occurring  within  such  spell  in  such  new  benefit 
year. 

“(2)  Any  such  individual  who  continues  to  be  under 
disability  a  part  of  a  week  in  an  uninterrupted  spell  of  dis- 
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ability  and  who  meets  the  requirements  of  paragraph  (1) 
shall  be  paid  an  amount  equal  to  one-seventh  of  his  weekly 
disability  benefit  for  each  day  of  disability  in  such  part  week. 
“(3)  For  purposes  of  this  subsection — 

“(A)  the  term  ‘week’  means  a  period  of  seven 
consecutive  days  as  defined  in  regulations  of  the  Ad¬ 
ministrator  ; 

“  (B)  the  term  ‘waiting  week’  means  the  first  period 
of  seven  consecutive  days  on  each  of  which  an  individual 
is  under  disability  in  a  benefit  year ; 

“  (0)  the  term  ‘uninterrupted  spell  of  disability’  in¬ 
cludes  any  disability  occurring  within  twenty-one  days 
following  a  waiting  week  or  a  day  with  respect  to  which 
an  individual  is  entitled  to  benefits  under  this  subsection. 
“(4)  Notwithstanding  the  preceding  provisions  of  this 
subsection,  no  payment  may  be  made  under  this  subsection 
to  any  individual  for  any  period  that  he  is  in  the  active 
military  or  naval  service  of  the  United  States. 

“Maternity  Benefits 

“(1)  Every  female  individual  who  (1)  is  insured  under 
the  provisions  of  section  205  (d)  or  has  established  a  bene¬ 
fit  year  in  accordance  with  provisions  of  subsection  (k) 
which  has  not  terminated,  and  (2)  has  filed  a  claim  for 
maternity  benefits  in  accordance  with  regulations  of  the 
Administrator,  if  the  quarter  preceding  the  quarter  in  which 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


27 


she  filed  such  claim  was  a  quarter  of  coverage  or  she  was 
entitled  to  benefits  under  subsection  (k)  for  not  less  than 
four  weeks  in  such  quarter,  shall  be  entitled  to  receive  a 
maternity  benefit  for  each  week  after  December  31,  1949, 
during  which  she  performs  no  service  (other  than  in  con¬ 
nection  with  her  household ) ,  if  such  week  ends  not  more  than 
eight  weeks  after  the  day  on  which  she  gives  birth  to  a  child 
and  begins  after  such  birth  or  after  a  physician  certifies, 
in  accordance  with  regulations  of  the  Administrator,  that 
in  his  opinion  she  will  give  birth  to  a  child  in  not  more  than 
eight  weeks;  except  that  in  no  case  may  benefits  be  paid 
under  this  subsection  with  respect  to  the  birth  of  a  child  for 
more  than  fourteen  weeks. 

“Simultaneous  Entitlement  to  Benefits 

“  (m)  (1 )  In  the  case  of  any  individual  who  is  entitled 
for  one  or  more  weeks  in  a  month  to  benefits  under  subsec¬ 
tion  (k)  or  (1),  and  is  also  entitled  for  such  month  to  any 
other  benefits  under  this  section,  he  shall  be  paid  for  such 
month  only  an  amount  equal  to  such  benefits  under  subsec¬ 
tion  .(k)  or  (1) ,  or  an  amount  equal  to  such  other  benefits, 
whichever  is  the  higher. 

“(2)  No  benefit  shall  be  paid  under  subsection  (k)  to 
an  individual  for  any  week  for  which  such  individual  is 
entitled  to  receive  benefits  under  subsection  (1) . 

“(3)  No  payments  shall  be  made  to  an  individual  for 
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any  week  under  subsection  (k)  if  lie  has  received  or  receives 
any  workmen’s  compensation  benefit  on  account  of  the  same 
disability  for  such  week  or  for  a  month  which  includes  such 
week. 

“  (4)  In  order  to  assure  that  the  purposes  of  paragraph 
(3)  will  be  carried  out,  the  Administrator  may,  as  a  condi¬ 
tion  to  certification  for  payment  of  benefits  under  subsection 
(k)  (if  it  appears  to  him  that  there  is  a  likelihood  that  an 
individual  entitled  to  benefits  under  such  subsection  may  be 
eligible,  as  the  result  of  disability,  for  a  workmen’s  compen¬ 
sation  benefit  which  would  give  rise  to  a  denial  of  payment 
under  such  paragraph  (3)),  require  (A)  adequate  proof 
that  such  individual  has  claimed  workmen’s  compensation 
benefits  with  respect  to  such  disability,  and  (B)  adequate 
assurance  of  reimbursement  to  the  Trust  Fund  in  case  work¬ 
men’s  compensation  benefits,  with  respect  to  which  such 
'denial  of  payment  should  be  made,  are  paid  to  such  individual 
-and  payment  is  not  denied  under  paragraph  (3) .  The  Ad¬ 
ministrator  is  also  authorized  to  enter  into  agreement  with 
any  State  under  which  the  State  will  reimburse  the  Trust 
Fund  in  cases  where  benefits  under  subsection  (k)  and 
workmen’s  compensation  benefits  under  a  State  law  or  plan 
are  payable  on  account  of  the  same  disability  for  the  same 
period  of  time  and  appropriate  action  with  respect  thereto  is 
not  taken  under  paragraph  ( 3 ) .  All  amounts  paid  to  the 
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Administrator  under  this  paragraph  shall  be  deposited  in 
the  Trust  Fund. 

“amount  of  benefits 

“Sec.  202.  (a)  An  individual's  ‘primary  insurance 
benefit’  means  the  .sum  of  (1)  the  product  obtained  by 
multiplying  his  basic  amount  by  his  continuation  factor  and 
(2)  1  per  centum  of  his  basic  amount  for  each  of  his  years 
of  coverage.  When  the  primary  insurance  benefit  thus  com¬ 
puted  is  less  than  $25,  it  shall  be  $25. 

“(b)  (1)  An  individual’s  ‘basic  amount’  means  50 

per  centum  of  the  first  $75  of  his  average  monthly  wage 
plus  15  per  centum  of  the  next  $325  of  such  wage. 

“(2)  An  individual’s  ‘average  monthly  wage’  means 
one-sixtieth  of  the  total  of  his  wages  and  self-employment 
income  during  the  period  of  five  consecutive  years  of  cover¬ 
age  for  which  the  total  of  his  wages  and  self-employment 
income  was  highest.  If  such  individual  does  not  have  five 
consecutive  years  of  coverage,  the  term  means  the  total 
of  his  wages  and  self-employment  income  during  all  years 
which  were  years  of  coverage  divided  by  twelve  times  the 
number  of  such  years  of  coverage.  If  such  individual  does 
not  have  any  years  of  coverage,  or  if  his  average  monthly 
wage  as  computed  under  the  preceding  provisions  of  this 
paragraph  is  less  than  $50,  his  average  monthly  wage  shall 
be  deemed  to  be  $50.  In  determining  an  individual’s 
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consecutive  years  of  coverage  for  purposes  of  this  para¬ 
graph  any  calendar  year  which  was  not  a  year  of  cover¬ 
age,  other  than  a  year  for  any  month  of  which  he  was 
entitled  to  primary  insurance  benefits  under  section  201 
(a)  (1),  shall  he  disregarded.  For  purposes  of  this 

paragraph — 

“(A)  there  shall  not  be  counted  so  much  of  any 
self-employment  income  derived  by  an  individual  dur¬ 
ing  a  calendar  year  as,  when  added  to  the  wages  paid 
him  during  such  year,  exceeds  $3,000  in  the  case  of 
the  calendar  year  1949  or  $4,800  in  the  case  of  any 
calendar  year  thereafter; 

“(B)  the  year  in  which  an  individual  dies  or  be¬ 
comes  entitled  to  primary  insurance  benefits,  whichever 
first  occurs,  shall  not  be  counted  as  a  year  of  coverage 
for  him; 

“(C)  if  the  total  of  an  individual’s  wages  and  self- 
employment  income  for  any  calendar  year  is  not  a 
multiple  of  $1,  such  total  shall  be  reduced  to  the  next 
lower  multiple  of  $1 ; 

“(D)  if  the  amount  of  an  individual’s  average 
monthly  wage  as  computed  under  the  foregoing  provi¬ 
sions  of  this  subsection  is  not  a  multiple  of  $1,  it  shall 
he  raised  to  the  next  higher  multiple  of  $1. 

“(c)  An  individual’s  ‘continuation  factor’  means  the 
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quotient  obtained  by  dividing  the  number  of  bis  years  of 
coverage  after  his  starting  date  by  the  number  of  his  elapsed 
years.  An  individual’s  starting  date  shall  be  1949  or  1936, 
whichever  results  in  a  higher  continuation  factor,  and  in 
case  the  quotient  obtained  under  this  subsection  is  greater 
than  one,  it  shall  be  reduced  to  one.  For  the  purpose  of 
this  subsection,  elapsed  years  means  the  calendar  years 
elapsing  after  his  starting  date  or  after  the  year  in  which 
he  attained  the  age  of  twenty-one,  whichever  is  later,  and 
prior  to  the  year  in  which  he  attained  the  age  of  sixty-five 
if  a  male,  or  the  age  of  sixty  if  a  female,  or  died,  whichever 
first  occurred,  or,  if  the  computation  under  this  subsection 
is  being  made  with  respect  to  an  individual  who  is  entitled 
to  benefits  under  section  201  (a)  (2),  prior  to  the  year 

in  which  his  disability  began,  excluding  from  such  elapsed 
years  any  year  any  quarter  of  which  was  included  in  a  period 
of  extended  disability  unless  such  year  was  a  year  of 
coverage. 

“(d)  For  purposes  of  this  title,  a  ‘year  of  coverage’ 
means  a  calendar  year  in  which  the  sum  of  the  wages  paid 
to  an  individual  and  the  self-employment  income  derived 
by  him  was  not  less  than  $200. 

“(e)  (1)  An  individual’s  ‘weekly  disability  benefit’ 

shall,  subject  to  the  provisions  of  section  205  (d),  be  the 
amount  appearing  in  column  B,  O,  D,  or  E  of  the  following 
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1  table,  as  determined  by  the  number  of  bis  dependents,  on 

2  the  line  on  which  there  appears,  in  column  A,  the  wage 

3  interval  which  includes  the  amount  of  his  wages  paid  in 

4  that  quarter  of  his  base  period  in  which  the  total  of  his  wages 

5  was  highest.  For  purposes  of  this  paragraph  the  number 

6  of  dependents  of  an  individual  shall  be  determined  for  a 

7  benefit  year  as  of  the  first  day  of  such  benefit  year: 

“TABLE 


A 

Highest  quarterly  wages 

B 

Benefit 

amount 

without 

depend¬ 

ents 

C 

Benefit 
amount 
with  1 
depend¬ 
ent 

D 

Benefit 
amount 
with  2 
depend¬ 
ents 

E 

Benefit 
amount 
with  3 
or  more 
depend¬ 
ents 

F 

Qualifying 

wages 

$130.00-$208.00 _ 

$8 

$9.  60 

$10.  40 

$11.  20 

$260 

$208.01-$234.00 _ 

9 

10.  80 

11.  70 

12.  60 

351 

$234.01-$260.00 _ 

10 

12.  00 

13.  00 

14.  00 

390 

$260.01-$286.00 _ 

11 

13.  20 

14.  30 

15.  40 

429 

$286.01-$312.00 _ 

12 

14.40 

15.  60 

16.  80 

468 

$312.01-$338.00 _ 

13 

15.  60 

16.  90 

18.  20 

507 

$338.01-$364.00 _ 

14 

16.  80 

18.  20 

19.  60 

546 

$364.01-$390.00 _ 

15 

18.  00 

20.  50 

21.  00 

585 

$390.01-$416.00 _ 

16 

19.  20 

21.  80 

22.40 

624 

$416.01-$442.00 _ 

17 

20.  40 

23.  10 

23.  80 

663 

$442.01-$468.00 _ 

18 

21.  60 

24.  40 

25.  20 

702 

$468.01-$494.00 _ 

19 

22.  80 

25.  70 

26.  60 

741 

$494. 01-8520. 00 _ 

20 

24.  00 

27.  00 

28.  00 

780 

$520.01-$546.00 _ 

21 

25.  20 

28.  30 

29.  40 

819 

$546.01-$572.00 _ 

22 

26.40 

29.  60 

30.  80 

858 

$572.01  -$598.00 _ 

23 

27.  60 

30.  90 

32.  20 

897 

$598.01-$624.00 _ 

24 

28.  80 

32.  20 

33.  60 

936 

$624.01-$651.00 _ 

25 

30.  00 

35.  50 

35.  00 

975 

$651.01-$679.00 _ 

26 

31.  20 

34.  80 

36.40 

1,  014 

$679.01-$708.00 _ 

27 

32.40 

35.  10 

37.  80 

1,  053 

$708.01-$738.0C _ 

28 

33.  60 

36.  40 

39.  20 

1,  092 

$738.01-$769.00 _ 

29 

34.  80 

37.  70 

40.  60 

1,  131 

$769.01-$801.00 _ 

30 

36.  00 

39.  00 

42.  00 

1,  170 

$801.01-$834.00 _ 

30 

37.  20 

40.  30 

43.40 

1,  209 

$834.01  and  more 

30 

38.  40 

41.  60 

45.  00 

1,248 
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1  “(2)  (A)  In  any  case  in  which  the  amount  of  an 

2  individual’s  wreekly  disability  benefit  in  any  benefit  year 

3  exceeds  6  per  centum  of  the  amount  of  his  wages  paid  in 

4  that  quarter  of  his  base  period  in  which  the  total  of  his  wages 

5  was  highest,  such  weekly  disability  benefit  shall  be  reduced 

6  to  such  percentage  of  such  amount. 

I  “(B)  If  an  individual’s  weekly  disability  benefit,  after 

8  reduction  (if  any)  under  paragraph  (A),  is  not  a  multiple 

9  of  $1,  it  shall  he  raised  to  the  next  higher  multiple  of  $1. 

10  “  (3)  For  purposes  of  this  subsection,  the  term  hlepend- 

11  ent’  means,  with  respect  to  an  individual,  an  unmarried  child 

12  (including  a  stepchild  or  adopted  child)  who  is  under  the 
18  age  of  eighteen  or  is  under  an  extended  disability  which  has 

14  continued  for  a  period  of  not  less  than  six  consecutive  calen- 

15  dar  months,  and  wdio  is  living  in  the  same  household  with 

16  such  individual  or  receiving  regular  contributions  toward  his 

II  support  from  such  individual;  and  a  wife  who  is  living  in 

18  the  same  household  with  such  individual  and  who  is  not 

19  regularly  engaged  in  rendering  services  for  remuneration  or 

20  in  any  occupation  for  profit. 

21  “  (4)  The  maximum  of  the  wreekly  disability  benefits  to 

22  which  an  individual  shall  be  entitled  in  any  benefit  year  shall 
28  he  an  amount  equal  to  twenty-six  times  his  weekly  disability 

H.  R.  2893 - 3 
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benefit.  In  the  case  of  any  individual  who,  prior  to  the 
termination  of  a  continuous  period  of  disability  during  part 
of  which  he  was  entitled  to  weekly  disability  benefits,  reaches 
the  maximum  of  his  weekly  disability  benefits,  or  reaches 
the  end  of  his  benefit  year  and  is  not  an  insured  individual 
under  section  205  (d)  for  purposes  of  a  new  benefit  year, 
if  he  is  not  entitled  to  primary  insurance  benefits  and  if  at 
the  beginning  of  such  continuous  period  of  disability  he  was 
insured  under  the  provisions  of  section  205  (c),  he  shall, 
notwithstanding  the  first  sentence  of  this  subsection,  be  en¬ 
titled  to  weekly  disability  benefits  until  such  period  ends  or 
has  lasted  for  six  consecutive  calendar  months,  whichever 
first  occurs. 

“  (f)  An  individual’s  ‘maternity  benefit’  for  any  week 
shall  be  the  same  amount  as  she  would  receive  if  she  were 
entitled  to  a  weekly  disability  benefit  for  such  week. 

“  (g)  Subject  to  such  limitations  as  may  be  prescribed 
by  regulations,  the  Administrator  shall  upon  application 
recompute  the  amount  of  any  monthly  benefits  but  only  if 
(1)  the  number  of  consecutive  months  for  which  the  indi¬ 
vidual,  with  respect  to  whose  wages  or  self-employment  in¬ 
come  such  benefits  are  payable,  has  received  benefits  under 
section  201  (a)  (1)  is  less  than  six,  (2)  such  individual 

has  a  year  of  coverage  for  a  calendar  year  after  1949  and, 
after  the  date  of  the  last  previous  computation  or  recomputa- 
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tion  of  liis  primary  insurance  benefit,  and  (3)  such  recom¬ 
putation  will  result  in  a  higher  average  monthly  wage  for 
such  individual.  This  subsection  shall  not  authorize  the 
payment  of  a  recomputed  benefit  for  any  month  prior  to 
the  month  in  which  application  for  the  recomputation  is 
filed.  In  recomputing  the  amount  of  any  individual’s  aver¬ 
age  monthly  wage  pursuant  to  this  subsection,  the  year  in 
which  application  for  such  recomputation  is  filed  may  not  be 
included  as  a  year  of  coverage,  but  the  year  in  which  he 
died  and  the  year  in  which  he  became  entitled  to  primary 
insurance  benefits  may  be  included  if  they  meet  the  require¬ 
ments  of  subsection  (d)  of  this  section. 

“(h)  The  amount  of  any  monthly  benefit  computed 
under  this  section  or  section  201  which,  after  reduction  un¬ 
der  section  206,  is  not  a  multiple  of  $0.10  shall  be  raised  to 
the  next  higher  multiple  of  $0.10  and  such  increase  shall 
not  be  limited  by  any  of  the  provisions  of  such  section  206. 

“coverage  provisions 
“Sec.  203.  For  purposes  of  this  title — 

“(a)  (1)  The  term  ‘wages’  means  all  remuneration 

for  employment,  including  the  cash  value  of  all  remunera¬ 
tion  paid  in  any  medium  other  than  cash  and  including 
gratuities  received  after  1949  by  an  employee  in  the  course 
of  his  employment  from  persons  other  than  the  person  em¬ 
ploying  him,  except  that  such  term  shall  not  include — 
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“(A)  that  part  of  the  remuneration  paid  prior  to 
January  1,  1950,  which  would  he  excluded  under  the 
provisions  of  section  209  (a)  (1)  of  this  Act  as  in 

effect  prior  to  the  Social  Security  Amendments  of  1949; 

“(B)  that  part  of  the  remuneration  which,  after 
remuneration  equal  to  $4,800  with  respect  to  employ¬ 
ment  has  been  paid  to  an  individual  during  any  calendar 
year  after  1949,  is  paid  to  such  individual  during  such 
calendar  year; 

“(C)  the  amount  of  any  payment  under  an  insur¬ 
ance  policy  or  from  a  trust  fund,  or  from  such  other 
separate  funded  account  as  may  be  determined  by 
regulations  of  the  Administrator,  made  after  December 
31,  1949,  to,  or  on  behalf  of,  an  employee  under  a  plan 
or  system  established  or  agreed  to  by  an  employer  which 
makes  provision  for  his  employees  generally  or  for 
a  class  or  classes  of  his  employees  (including  any 
amount  paid  after  such  date  by  an  employer  for  insur¬ 
ance  or  annuities,  or  into  a  fund,  to  provide  for  any 
such  payment)  (i)  on  account  of  death,  but  only  if 
the  employee  (I)  has  not  the  option  to  receive,  instead 
of  provision  for  such  death  benefit,  any  part  of  such 
payment  or,  if  such  death  benefit  is  insured,  any  part 
of  the  premiums  (or  contributions  to  premiums)  paid  by 
his  employer,  and  (II)  has  not  the  right,  under  the 
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provisions  of  the  plan  or  system  or  policy  of  insurance 
providing  for  such  death  benefit,  to  assign  such  benefit, 
or  to  receive  a  cash  consideration  in  lieu  of  such  benefit 
either  upon  his  withdrawal  from  the  plan  or  system 
providing  for  such  benefit  or  upon  termination  of  such 
plan  or  system  or  policy  of  insurance  or  of  his  employ¬ 
ment  with  such  employer,  or  (ii)  on  account  of  sick¬ 
ness  or  accident  disability,  or  medical  and  hospitaliza¬ 
tion  expenses  in  connection  with  sickness  or  accident 
disability ; 

“(D)  payments  made  after  December  31,  1949, 
to  an  employee  (including  any  amount  paid  after  such 
date  by  an  employer  for  insurance  or  annuities,  or  into 
a  fund,  to  provide  for  any  such  payment)  on  account 
of  retirement; 

“(B)  payments  (other  than  those  specified  in  sub- 
paragraph  (0)  )  made  after  December  31,  1949,  by  an 
employer  for  sickness  or  accident  disability,  or  medical 
and  hospitalization  expenses  in  connection  with  sickness 
or  accident  disability,  after  the  expiration  of  six  months 
following  the  month  in  which  the  employee  stopped 
rendering  services  for  such  employer; 

“(F)  the  payment  made  after  December  31,  1949, 
by  an  employer  (without  deduction  from  the  remunera¬ 
tion  of  the  employee)  of  any  tax  or  contribution  required 
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from  an  employee  nnder  any  Federal  or  State  social 
insurance  law; 

“(G)  the  value  of  services  exchanged  after  Decem¬ 
ber  31,  1949,  for  other  services; 

“(H)  remuneration  paid  in  any  quarter  after  De¬ 
cember  31,  1949,  to  an  employee  by  an  employer  for 
service  performed  by  such  employee  for  such  employer 
in  connection  with  the  employer’s  operation  of  a  farm 
or  not  in  the  course  of  the  employer’s  trade  or  business, 
if  such  remuneration  is  less  than  $25. 

“(2)  (A)  The  term  ‘self-employment  income’  means 
(subject  to  the  provisions  of  subparagraphs  (B),  (C),  and 
(D)  )  the  gross  income  (as  computed  under  section  22  of  the 
Internal  Bevenue  Code)  derived,  during  any  contribution 
year  (within  the  meaning  of  the  Federal  Self-Employment 
Contributions  Act)  which  begins  after  1948,  by  an  individual 
from  a  trade  or  business  carried  on  within  the  United  States, 
less  the  deductions  allowed  in  computing  net  income  by  sec¬ 
tion  23  of  such  code  which  are  attributable  to  such  trade 
or  business  (other  than  the  deductions  allowed  by  section 
23  (s)  of  such  code) . 

“(B)  In  computing  self-employment  income,  the  fol¬ 
lowing  shall  not  be  included: 

“  (i)  Rentals  from  real  estate,  unless  received  in 
the  course  of  the  individual’s  trade  or  business  as  a  real 
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estate  dealer,  or  received  from  the  operation  of  a  room¬ 
ing  house  or  hotel  which  is  operated  primarily  for  the 
production  of  income ; 

“(ii)  Gains  from  the  sale  or  exchange  of  capital 
assets  (as  defined  in  section  117  of  the  Internal  Rev¬ 
enue  Code) ,  or  of  real  property  used  in  the  individual’s 
trade  or  business,  or  of  property,  other  than  capital 
assets,  which  is  subject  to  the  allowance  for  depreci¬ 
ation  provided  in  section  23  (1)  of  such  code; 

“(iii)  Income  derived  by  an  individual  from  the 
performance  of  services  as  an  employee; 

“(iv)  Income  derived  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order 
in  the  exercise  of  duties  required  by  such  order; 

“(v)  Income  derived  from  a  trade  or  business 
during  a  twelve-month  contribution  year  by  an  indi¬ 
vidual  whose  gross  income  for  such  year  as  computed 
under  section  22  of  the  Internal  Revenue  Code  is  less 
than  $500  or  for  whom  the  amount  computed  under 
paragraph  (A)  and  the  preceding  subparagraphs  of 
this  paragraph  is  less  than  $200  for  such  year:  Pro¬ 
vided ,  That  the  Administrator  shall  by  regulation  pre¬ 
scribe  the  minimum  gross  income  and  the  minimum 
amount  computed  under  paragraph  (A)  and  the  pre- 
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ceding  subparagraphs  of  this  paragraph  which  are 
necessary  for  the  purposes  of  this  subparagraph  in  the 
case  of  a  contribution  year  of  less  than  twelve  months 
so  that  results  consistent  with  the  foregoing  provisions 
of  this  subparagraph  may  be  obtained ; 

“  (vi)  That  part  of  the  amount  computed  under 
paragraph  (A)  and  the  preceding  subparagraphs  of 
this  paragraph  for  a  twelve-month  contribution  year 
for  an  individual  which,  when  added  to  the  wages  paid 
to  such  individual],  during  such  year,  exceeds  $3,000  in 
the  case  of  a  contribution  j^ear  which  begins  prior  to 
January  1,  1950,  or  $4,800  in  the  case  of  a  contribu¬ 
tion  year  which  begins  on  or  after  such  date :  Provided , 
That  the  Administrator  shall  by  regulation  prescribe 
the  maximum  amount  for  purposes  of  this  subparagraph 
in  the  case  of  a  contribution  year  of  less  than  twelve 
months  so  that  results  consistent  with  the  foregoing  pro¬ 
visions  of  this  subparagraph  may  be  obtained. 

“(C)  In  computing  self-employment  income  under  this 
title,  no  deduction  shall  be  allowed  with  respect  to  losses 
from  the  sale  or  exchange  of  capital  assets  (as  defined  in 
section  117  of  the  Internal  Revenue  Code) ,  or  of  real  prop¬ 
erty  used  in  an  individual’s  trade  or  business,  or  of  property, 
other  than  capital  assets,  which  is^subject  to  the  allowance  for 
depreciation  provided  in  section  23  (1)  of  such  code. 
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“  (D)  In  the  case  of  a  trade  or  business  carried  on  by  a 
husband  and  bis  wife,  or  by  either  of  them,  the  income  de¬ 
rived  therefrom  shall,  regardless  of  the  treatment  of  such 
income  under  section  12  (d)  of  the  Internal  Revenue  Code 
or  under  applicable  State  law,  be  treated  as  the  income  of 
the  spouse  who  has  the  management  and  control  of  such 
trade  or  business.  If  both  spouses  have  the  management  and 
control  of  such  trade  or  business  (other  than  as  partners) 
so  much  of  the  income  therefrom  as  is  attributable  to  the 
services  and  property  of  each  spouse  shall,  regardless  of  the 
treatment  of  such  income  under  such  section  12  (d)  or  under 
applicable  State  law,  be  treated  as  the  income  of  such  spouse. 

“(b)  The  term  ‘employment’  means  any  service  per¬ 
formed  after  December  31,  1936,  and  prior  to  January  1, 
1940,  which  was  employment  as  defined  in  section  210  (b) 
of  the  Social  Security  Act  prior  to  January  1,  1940  (except 
service  performed  by  an  individual  after  he  attained  the  age 
of  sixty-five  if  performed  prior  to  January  1,  1939) ,  and  any 
service  performed  after  December  31,  1939,  and  prior  to 
January  1,  1950,  which  was  employment  as  defined  in  sec¬ 
tion  209  of  the  Social  Security  Act  as  in  effect  at  the  time 
the  service  was  performed,  and  any  service  of  whatever 
nature  performed  after  December  31,  1949,  either  (A)  b}^ 
^an  employee  for  the  person  employing  him,  irrespective  of 
the  citizenship  or  residence  of  either,  (i)  within  the  United 
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'States,  or  (ii)  on  or  in  connection  with  an  American  vessel 
or  American  aircraft  under  a  contract  of  service  which  is 
entered  into  within  the  United  States  or  during  the  perform¬ 
ance  of  which  the  vessel  or  aircraft  touches  a  point  in  the 
United  States,  if  the  employee  is  employed  on  and  in  con¬ 
nection  with  such  vessel  or  aircraft  when  outside  the  United 
States,  or  (B)  outside  the  United  States  by  a  citizen  or 
resident  of  the  United  States  as  an  employee  for  an  Ameri- 
/can  employer  (as  defined  in  section  203  (g)  ),  except — 

“  ( 1 )  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother; 

“(2)  Service  performed  by  an  individual  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  if  the 
individual  is  employed  on  and  in  connection  with  such 
vessel  when  outside  the  United  States; 

“(3)  Service  performed  by  an  individual  on  or  in 
connection  with  an  aircraft  not  an  American  aircraft, 
if  the  individual  is  employed  on  and  in  connection  with 
such  aircraft  when  outside  the  United  States; 

(4)  (A)  Service  in  the  employ  of  the  United 

States  (other  than  service  in  the  active  military  or 
naval  service  of  the  United  States) ,  or  in  the  employ 
of  an  instrumentality  of  the  United  States  which  (i)  is 
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wholly  owned  by  the  United  States  or  (ii)  is  exempt 
from  the  contribution  imposed  by  section  1410  of  the 
Internal  Revenue  Code  by  virtue  of  any  other  provision 
of  law,  if  such  service  is  covered  by  a  retirement  system 
of  the  United  States  or  of  such  instrumentality  (which 
system  is  established  by  or  pursuant  to  any  law  of  the 
United  States) ,  or  if  such  service  is  performed  by  the 
President  or  Vice  President  of  the  United  States  or  bv 

v  ^ 

any  member  or  employee  of  the  legislative  branch 
of  the  Government;  and  (B)  for  purposes  of  eligi¬ 
bility  for  any  amount  of  benefits  under  subsection  (k) 
or  (1)  of  section  201,  service  (other  than  service  in  the 
active  military  or  naval  service  of  the  United  States), 
performed  in  the  employ  of  the  United  States  or  of 
an  instrumentality  which  (i)  is  wholly  owned  by  the 
United  States,  or  (ii)  is  exempt  from  the  contribution 
imposed  b}^  section  1410  of  the  Internal  Revenue  Code 
by  virtue  of  any  other  provision  of  law ; 

“(5)  Service  (other  than  service  included  under 
an  agreement  under  section  204)  performed  in  the 
employ  of  a  State  or  any  political  subdivision  thereof, 
or  any  instrumentality  of  any  one  or  more  of  the  fore¬ 
going  which  is  wholly  owned  by  one  or  more  States 
or  political  subdivisions;  and  service  (other  than  serv- 
ice  included  under  an  agreement  under  section  204) 
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performed  in  the  employ  of  any  instrumentality  of  one 
or  more  States  or  political  subdivisions  to  the  extent 
that  the  instrumentality  is,  with  respect  to  such  service, 
immune  under  the  Constitution  of  the  United  States 
from  the  contribution  imposed  by  section  1410  of  the 
Federal  Insurance  Contributions  Act; 

“(6)  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order 
in  the  exercise  of  duties  required  by  such  order; 

“(7)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  defined  in  sec¬ 
tion  1532  of  the  Internal  Revenue  Code; 

“(8)  (A)  Service  performed  in  any  calendar 

quarter  in  the  employ  of  an  organization  exempt  from 
income  tax  under  section  101  of  the  Internal  Revenue 
Code,  if  the  remuneration  for  such  service  is  less  than 
$50; 

“(B)  Service  performed  in  any  calendar  quarter 
in  the  employ  of  a  school,  college,  or  university  if  such 
service  is  performed  by  a  student  who  is  enrolled  and 
is  regularly  attending  classes  at  such  school,  college, 
or  university,  and  the  remuneration  for  such  service 
(exclusive  of  room,  board,  and  tuition)  is  less  than  $50; 

“  (9)  Service  performed  in  the  employ  of  a  foreign 
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government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative)  ; 

“  (10)  Service  performed  in  the  employ  of  an 
instrumentality  wholly  owned  by  a  foreign  government — 
“(A)  if  the  service  is  of  a  character  similar 
to  that  performed  in  foreign  countries  by  employ¬ 
ees  of  the  United  States  or  of  an  instrumentality 
thereof;  and 

“(B)  if  the  Secretary  of  State  shall  certify 
to  the  Secretary  of  the  Treasury  that  the  foreign 
government,  with  respect  to  whose  instrumentality 
and  employees  thereof  exemption  is  claimed,  grants 
an  equivalent  exemption  with  respect  to  similar 
services  performed  in  the  foreign  country  by 
employees  of  the  United  States  and  of  instrumen¬ 
talities  thereof; 

“  (11)  Service  performed  in  the  employ  of  an  inter¬ 
national  organization  entitled  to  enjoy  privileges, 
exemptions,  and  immunities  as  an  international  organ¬ 
ization  under  the  International  Organizations  Immuni¬ 
ties  Act  ( 59  Stat.  669 ) . 

“(c)  (1)  With  respect  to  service  included  as  employ¬ 
ment  under  this  section  which  is  performed  in  the  employ 

of  the  United  States  or  in  the  employ  of  any  instrumentality 

\ 

which  is  wholly  owned  by  the  United  States  (including  serv- 
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ice  performed  by  a  civilian  employee,  not  compensated  from 
funds  appropriated  by  the  Congress,  in  the  Army  Exchange 
Service,  Army  Motion  Picture  Service,  Naval  Ship’s  Service 
Stores,  Marine  Corps  post  exchanges,  or  other  activities  con¬ 
ducted  by  an  instrumentality  of  the  United  States  subject 
to  the  jurisdiction  of  the  Secretary  of  Defense  at  installations 
of  the  National  Military  Establishment  for  the  comfort, 
pleasure,  contentment,  and  mental  and  physical  improvement 
of  personnel  of  such  Establishment),  the  Federal  Security 
Administrator  shall  not  make  determinations  as  to  whether 
an  individual  has  performed  such  service,  the  periods  of  such 
service,  the  amounts  of  remuneration  for  such  service  which 
constitute  ‘wages’  under  the  provisions  of  this  section,  or  the 
periods  in  which  or  for  which  such  wages  were  paid,  but 
shall  accept  the  determinations  with  respect  thereto  of  the 
head  of  the  appropriate  Federal  Agency  or  instrumentality, 
and  such  agents  as  such  head  may  designate,  as  evidenced 
by  returns  filed  by  such  head  as  an  employer  pursuant  to  the 
Federal  Insurance  Contributions  Act  and  certification  made 
pursuant  to  this  subsection.  Such  determinations  shall  be 
final  and  conclusive. 

“  (2)  The  head  of  any  such  agency  or  instrumentality  is 
authorized  and  directed,  upon  written  request  of  the  Federal 
Security  Administrator,  to  make  certification  to  him  with 
respect  to  any  matter  determinable  for  the  Administrator  by 
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such  head  under  this  subsection,  which  the  Administrator 
finds  necessary  in  administering  this  title. 

“(3)  With  respect  to  service  in  the  active  military  or 
naval  service  of  the  United  States,  the  term  ‘ wages’  shall 
include  allowances  paid  for  the  benefit  of  the  individual  per¬ 
forming  such  service,  but  shall  not  include  allowances 
attributable  to  his  dependents. 

“  (4)  In  any  case  in  which  any  payment  is  made  to  or 
with  respect  to  an  individual  under  any  plan  or  system  of 
the  military  or  naval  forces  of  the  United  States  on  account 
of  active  service  in  such  forces,  and  on  account  of  the  death 
or  retirement  (including  retirement  on  account  of  disability) 
of  such  individual,  which  plan  or  system  is  established  by 
any  law  of  the  United  States,  the  wages  received  by  such 
individual  for  such  active  military  or  naval  service  shall  not 
be  counted  in  determining  entitlement  to  or  amount  of  any 
benefit  payable,  with  respect  to  such  individual’s  wages  or 
self-employment  income,  for  any  month  beginning  with  the 
first  month  for  which  such  payment  under  such  plan  or 
system  is  paid. 

“  (5)  For  purposes  of  this  section  and  section  201,  the 
term  ‘active  military  or  naval  service  of  the  United  States’ 
includes  active  service  as  a  member  of  the  Coast  Guard 
(whose  pay  is  governed  by  the  Pay  Readjustment  Act  of 
1942  (37  U.  S.  C.,  ch.  2)  )  or  as  a  commissioned  officer  of 
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1  the  Coast  and  Geodetic  Survey  or  the  Public  Health  Service ; 

2  and  the  term  ‘military  or  naval  forces  of  the  United  States’ 

3  includes  the  Coast  Guard,  Coast  and  Geodetic  Survey,  and 

4  Public  Health  Service. 

5  “  (d)  If  the  services  performed  during  one-half  or  more 

6  of  any  pay  period  by  an  employee  for  the  person  employing 

7  him  constitute  employment,  all  the  services  of  such  employee 

8  for  such  period  shall  he  deemed  to  be  employment;  but  if 

9  the  services  performed  during  more  than  one-half  of  any  such 

10  pay  period  by  an  employee  for  the  person  employing  him  do 

11  not  constitute  employment,  then  none  of  the  services  of  such 

12  employee  for  such  period  shall  be  deemed  to  be  emp^ment. 

13  As  used  in  this  subsection,  the  term  ‘pay  period’  means  a 

14  period  (of  not  more  than  thirty-one  consecutive  days)  for 

15  which  a  payment  or  remuneration  is  ordinarily  made  to  the 

16  employee  by  the  person  employing  him.  This  subsection 

17  shall  not  be  applicable  with  respect  to  services  performed  in 

18  a  pay  period  by  an  employee  for  the  person  employing  him, 

19  where  any  of  such  service  is  excepted  by  paragraph  (7)  of 

20  subsection  (b). 

21  “(e)  The  term  ‘farm’  includes  stock,  dairy,  poultry, 

22  fruit,  fur-bearing  animal,  and  truck  farms,  plantations, 

23  ranches,  nurseries,  ranges,  greenhouses  or  other  similar  struc- 

24  tures  used  primarily  for  the  raising  of  agricultural  or  horti- 

25  cultural  commodities,  and  orchards. 
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“(f)  The  term  ‘  American  vessel’  means  any  vessel 
documented  or  numbered  under  the  laws  of  the  United  States 
and  includes  any  vessel  which  is  neither  documented  nor 
numbered  under  the  laws  of  the  United  States  nor  docu¬ 
mented  under  the  laws  of  any  foreign  country,  if  its 
crew  is  employed  solely  by  one  or  more  citizens  or  residents 
of  the  United  States  or  corporations  organized  under  the 
laws  of  the  United  States  or  of  any  State;  and  the  term 
‘American  aircraft’  means  an  aircraft  registered  under  the 
laws  of  the  United  States. 

“(g)  The  term  ‘American  employer’  means  (1)  the 
United  States,  (2)  an  individual  who  is  a  resident  of  the 
United  States,  (3)  a  partnership  composed  solely  of  persons 
who  are  residents  of  the  United  States,  (4)  a  trust,  all  of  the 
trustees  of  which  are  residents  of  the  United  States,  (5)  a 
corporation  organized  under  the  laws  of  the  United  States  or 
of  any  State,  or  (6)  a  corporation  doing  business  within  the 
United  States. 

“voluntary  agreements  for  coverage  of  state  and 

LOCAL  EMPLOYEES 

“Sec.  204.  (a)  The  Administrator  shall,  at  the  re¬ 
quest  of  any  State,  enter  into  an  agreement  with  such  State, 
as  provided  in  this  section,  for  the  purpose  of  extending  the 
protection  of  the  retirement,  survivors,  and  disability  insur- 
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services  are  excluded  pursuant  to  subsection  (c)  of  this 
section,  shall  be  included  under  such  agreement; 

“(8)  in  case  such  agreement  includes  the  services 
of  any  employees  of  an  instrumentality  of  the  State,  or 
of  a  political  subdivision  thereof,  or  of  an  instrumentality 
of  any  two  or  more  of  the  foregoing,  that  the  services 
performed  in  the  employ  of  such  instrumentality  by  all 
employees  thereof,  other  than  those  whose  services  are 
excluded  pursuant  to  subsection  (c) ,  shall  be  included 
under  such  agreement. 

“(c)  (1)  Such  agreement  shall  provide,  if  the  State 
requests  it,  for  the  exclusion  of  services  performed,  by  em¬ 
ployees  of  the  State  or  any  political  subdivision  thereof,  or 
of  any  instrumentality  of  any  one  or  more  of  the  foregoing, 
in  positions  covered  by  a  pension,  annuity,  retirement,  or 
similar  fund  or  system  established  by  the  State,  or  by  such 
subdivision  or  instrumentality.  Such  agreement  shall  not 
provide  for  the  inclusion  of  (A)  any  such  services,  if  per¬ 
formed  by  an  individual  in  the  course  of  his  employment  as 
a  policeman  or  fireman,  or  (B)  any  other  services  in  posi¬ 
tions  covered  by  such  a  fund  or  system  unless  the  State  cer¬ 
tifies  that  the  employees  performing  such  services  have  had 
an  opportunity,  not  more  than  one  year  prior  to  the  effective 
date  of  the  agreement,  to  express  their  desires  to  be  excluded 
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from  or  included  under  the  agreement  in  a  written  refer¬ 
endum. 

“(2)  Such  agreement  shall  also  provide,  if  the  State 
requests  it,  for  the  exclusion,  in  the  case  of  employees  of 
the  State  or  any  political  subdivision  thereof,  or  of  any 
instrumentality  of  any  one  or ,  more  of  the  foregoing,  of 
services  in  any  class  or  classes  of  elective  positions,  part- 
time  positions,  or  positions  the  compensation  for  which  is 
on  a  fee  basis  or  of  any  services  of  an  emergency  nature. 

“  (3)  Notwithstanding  the  provisions  of  paragraph  (2) , 
the  Administrator  shall,  at  the  request  of  a  State,  modify  the 
agreement  with  such  State  to  include,  in  the  case  of  em¬ 
ployees  of  the  State  or  any  political  subdivision  thereof,  or 
of  any  instrumentality  of  any  one  or  more  of  the  foregoing, 
services  (previously  excluded)  in  any  class  or  classes  of 
elective  positions,  part-time  positions,  or  positions  the  com¬ 
pensation  for  which  is  on  a  fee  basis  or  any  services  of  an 
emergency  nature. 

“  (4)  The  Administrator  shall,  at  the  request  of  a  State, 
modify  the  agreement  with  such  State  to  include  services 
excluded  from  the  agreement  (other  than  those  excluded 
from  the  agreement  pursuant  to  paragraph  (1)  or  (2) 
hereof)  because  it  did  not  previously  apply  to  employees 
of  the  State  or  because  such  services  were  performed  by 
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1  employees  of  a  political  subdivision  or  instrumentality  to 

2  which  such  agreement  did  not  previously  apply. 

3  “  (5)  The  Administrator  shall,  at  the  request  of  a  State, 

4  modify  the  agreement  with  such  State  to  include  all  the 

5  services  excluded  under  paragraph  (1)  which  are  covered 

6  by  any  one  retirement,  pension,  annuity,  or  similar  fund 

7  (other  than  services  included  in  clause  (A)  thereof),  but 

8  only  if  the  referendum  referred  to  in  such  paragraph  is 

9  held  not  more  than  one  year  prior  to  the  effective  date  of 

10  the  modification. 

11  “(6)  Any  modification  of  an  agreement  pursuant  to 

12  paragraph  (3),  (4) ,  or  (5)  hereof  shall  be  effective  on 
12  a  date  specified  in  such  modification,  but  in  no  case  prior 
14=  to  January  1,  1950,  and  in  no  case  (other  than  in  the  case 
1^  of  a  modification  agreed  to  prior  to  January  1,  1952)  prior 
10  to  the  first  day  of  the  calendar  year  in  which  such  modifica- 
17  tion  is  agreed  to  by  the  Administrator  and  the  State. 

12  “(d)  No  agreement  under  this  section  with  any  State 

19  shall  be  effective  with  respect  to  the  services  of  any  em- 
29  ployees  of  any  political  subdivision  thereof  unless  (1)  such 

21  subdivision  has  at  least  ten  employees,  other  than  those 

22  whose  services  are  excluded  pursuant  to  subsection  (c),  or 

22  (2)  the  services  of  not  less  than  one-fourth  of  the  employees 

24  of  all  the  political  subdivisions  of  the  State,  other  than  those 
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whose  services  are  excluded  pursuant  to  subsection  (c),  are 
included  under  the  agreement. 

“(e)  If  the  Administrator,  after  reasonable  notice  and 
opportunity  for  hearing  to  a  State  with  whom  he  has  entered 
into  an  agreement  pursuant  to  this  section,  finds  that  the 
State  has  failed  or  is  no  longer  legally  able,  to  comply  sub¬ 
stantially  with  any  provision  of  such  agreement,  he  shall 
notify  such  State  that  the  agreement  will  be  terminated  in  its 
entirety,  or  with  respect  to  the  services  of  employees  of  the 
State,  of  a  political  subdivision,  or  of  an  instrumentality,  as 
may  be  appropriate,  at  such  time,  not  in  excess  of  two  years 
from  the  date  of  such  notice,  as  he  deems  appropriate  unless, 
prior  to  such  time,  he  finds  that  there  no  longer  is  any  such 
failure  or  that  the  cause  for  such  legal  inability  has  been 
removed. 

“(f)  In  case  any  State  does  not  make,  at  the  time  or 
times  due,  the  payments  provided  for  under  an  agreement 
pursuant  to  this  section,  there  shall  be  added,  as  part  of 
the  amounts  due,  interest  at  the  rate  of  6  per  centum  per 
annum  from  the  date  due  until  paid,  and  the  Administrator 
may,  in  his  discretion,  deduct  such  amounts  plus  interest 
from  any  amounts  certified  to  the  Secretary  of  the  Treasury 
for  payment  to  such  State  under  any  other  provision  of 
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this  Act.  Amounts  equal  to  the  amounts  so  deducted  are 
hereby  appropriated  to  the  Trust  Fund. 

“  (g)  If  any  agreement  entered  into  under  this  section 
between  the  Administrator  and  a  State  is  terminated  in  its 
entirety  or  with  respect  to  the  services  of  the  employees  of 
the  State,  any  political  subdivision,  or  any  instrumentality, 
the  Administrator  and  such  State  may  not  again  enter  into 
an  agreement  pursuant  to  this  section,  or  may  not  thereafter 
modify  such  agreement  to  include  the  services  of  any  em¬ 
ployees  of  the  State  or  such  subdivision  or  instrumentality, 
as  the  case  may  be. 

“  (h)  (1)  All  amounts  received  by  the  Secretary  of 

the  Treasury  under  an  agreement  made  pursuant  to  this 
section  shall  be  deposited  in  the  Trust  Fund. 

“  (2)  If  more  or  less  than  the  correct  amount  due  under 
an  agreement  made  pursuant  to  this  section  is  paid  with  re¬ 
spect  to  any  payment  of  remuneration,  proper  adjustments 
with  respect  to  the  amounts  due  under  such  agreement  shall 
be  made,  without  interest,  in  such  manner  and  at  such  times 
as  may  be  prescribed  by  regulations  of  the  Administrator. 

“  (3)  If  an  overpayment  cannot  be  adjusted  under  para¬ 
graph  ( 2 ) ,  the  amount  thereof  and  the  time  or  times  it 
is  to  be  paid  shall  be  certified  by  the  Administrator  to  the 
Managing  Trustee,  and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any 
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1  action  thereon  by  the  General  Accounting  Office,  shall  make 

2  payment  in  accordance  with  such  certification.  The  Man- 

3  aging  Trustee  shall  not  be  held  personally  liable  for  any 

4  payment  or  payments  made  in  accordance  with  a  certifica- 

5  tion  by  the  Administrator. 

6  “(i)  Regulations  of  the  Administrator  to  cany  out  the 

7  purposes  of  this  section  shall  be  designed  to  make  the  require- 

8  ments  imposed  on  States  pursuant  to  this  section  the  same, 

9  so  far  as  practicable,  as  those  imposed  on  employers  pur- 

10  suant  to  the  Federal  Insurance  Contributions  Act. 

11  “(j)  In  the  case  of  an  instrumentality  of  two  or  more 

12  States,  the  Administrator  is  authorized  to  make  such  agree- 

13  ment  to  carry  out  the  purposes  of  this  section  as  may  be 

14  satisfactory  to  all  parties  concerned.  To  the  extent  prac- 

15  ticable,  such  agreement  shall  be  consistent  with  the  other 

16  provisions  of  this  section  and  such  provisions  shall  be  appli- 

17  cable  to  the  services  included  under  such  agreement. 

18  “  (k)  The  Administrator  is  authorized,  pursuant  to 

19  agreement  with  the  head  of  any  Federal  agency,  to  dele- 

20  gate  any  of  his  functions  under  this  section  to  any  officer  or 

21  employee  of  such  agency  and  otherwise  to  utilize  the  serv- 

22  ices  and  facilities  of  such  agency  in  carrying  out  such  func- 

23  tions,  and  payment  therefor  shall  be  in  advance  or  by  way 

31  of  reimbursement,  as  may  be  provided  in  such  agreement. 
25  “  (1)  For  the  purpose  of  this  section  the  term  ‘employee’ 
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includes  an  officer  of  a  State,  political  subdivision,  or  instru¬ 
mentality. 

“eligibility  for  benefits 
“Sec.  205.  (a)  An  individual  shall  be  deemed  to  be 
insured  for  purposes  of  retirement  and  survivors  benefits 
and  lump-sum  death  payments  if  it  appears  to  the  satisfac¬ 
tion  of  the  Administrator  that — 

“  ( 1 )  he  had  not  less  than  one  quarter  of  coverage 
for  each  four  of  the  quarters  elapsing  after  1936  or 
after  the  quarter  in  which  he  attained  age  twenty-one, 
whichever  is  later,  and  in  no  case  less  than  six  quarters 
of  coverage,  excluding  from  such  elapsed  quarters  (A) 
(i)  the  quarter  in  which  such  individual  attained  the  age 
of  sixty-five  if  a  male,  or  the  age  of  sixty  if  a  female,  and 
any  quarter  thereafter,  or  (ii)  if  he  died  before  attaining 
such  age,  the  quarter  in  which  he  died  and  any  quarter 
thereafter;  and  (B)  any  quarter  in  a  period  of  extended 
disability  (as  defined  in  section  208  (i)  except  the 
initial  quarter  in  such  period  if  such  quarter  is  a  quarter 
of  coverage,  or 

“(2)  he  has  at  least  forty  quarters  of  coverage. 
“(b)  An  individual  shall  also  be  deemed  to  be  insured 
for  purposes  of  lump-sum  death  payments  and  survivors 
benefits  under  subsection  (c)  or  (e)  of  section  201  if  it 
appears  to  the  satisfaction  of  the  Administrator  that  he  had 
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acquired  not  less  than  six  quarters  of  coverage  during  the 
period  consisting  of  the  quarter  in  which  he  died  and  the 
twelve  calendar  quarters  immediately  preceding  such  quar¬ 
ter,  excluding  from  the  count  of  such  twelve  quarters  any 
quarter  in  a  period  of  extended  disability  except  the  initial 
quarter  in  such  a  period  if  such  quarter  is  a  quarter  of 
coverage. 

“(c)  An  individual  shall  be  deemed  to  be  insured  for 
purposes  of  benefits  on  account  of  extended  disability  under 
section  201  (a)  (2)  if  it  appears  to  the  satisfaction  of  the 
Administrator  that — 

“  ( 1 )  he  had  not  less  than  six  quarters  of  coverage 
during  the  period  consisting  of  (A)  the  quarter  in  which 
his  disability  began,  and  (B)  the  twelve  calendar  quar¬ 
ters  immediately  preceding  such  quarter;  and 

“  (2)  he  had  not  less  than  twenty  quarters  of  cover¬ 
age  during  the  forty  calendar-quarter  period  which  ends 
with  the  quarter  in  which  his  disability  began; 
excluding  from  the  count  of  the  twelve  calendar  quarter 
period  in  clause  (1)  and  the  forty  calendar  quarter  period 
in  clause  (2)  any  quarter  in  a  period  of  extended  disability 
except  the  initial  quarter  of  such  period  if  that  quarter  is  a 
quarter  of  coverage. 

“(d)  (1)  An  individual  shall  be  deemed  to  he  insured 
for  purposes  of  weekly  disability  benefits  under  section 
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201  (k)  if  he  has  been  paid  wages  during  his  base  period 
totaling  not  less  than  the  amount  in  column  F  of  the  table 
in  section  202  (e)  on  the  line  on  which,  in  column  A, 
there  appears  the  wage  interval  which  includes  the  amount 
of  his  wages  paid  in  that  quarter  of  his  base  period  in 
which  the  total  of  his  wages  was  highest;  except  that  if  any 
individual  has  not  been  paid  such  an  amount  during  his 
base  period  he  shall  be  deemed  insured  for  purposes  of  such 
benefits,  but  his  weekly  disability  benefit  shall  be  the 
amount  appearing  in  column  B,  O,  D,  or  E,  as  is  appro¬ 
priate,  on  the  line  on  which  there  appears,  in  column  F, 
the  total  of  his  wages  in  his  base  period  or,  if  such  total 
falls  between  two  amounts  in  such  column  F,  on  the  line 
on  which  there  appears  the  lower  of  such  two  amounts  in 
such  column.  Notwithstanding  the  foregoing  provisions  of 
this  paragraph,  an  individual  shall  not  he  deemed  to  be 
insured  for  purposes  of  such  weekly  disability  benefits  unless 
he  has  been  paid  remuneration  for  employment  in  at  least 
two  quarters  of  his  base  period. 

“  (2)  An  individual’s  ‘base  period’  means  the  four  com¬ 
pleted  calendar  quarters  immediately  preceding  the  fourth 
calendar  month  prior  to  the  month  in  which  his  benefit 
year  begins. 

“  (3)  An  individual’s  ‘benefit  year’  means  the  one- 
year  period  beginning  with  the  day  as  of  which  he  first 
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files  application  under  section  201  (k)  on  the  basis  of  which 
he  can  become  entitled  to  benefits  or  receive  credit  for  a 
waiting  week  under  such  section,  and  thereafter  the  one-year 
period  beginning  with  the  day  as  of  which  he  next  files  such 
an  application  for  benefits  under  such  section  201  (k) 

after  the  end  of  his  last  preceding  benefit  year. 

“(e)  As  used  in  this  title,  the  term  ‘quarter’  and  the 
term  ‘calendar  quarter’  mean  a  period  of  three  calendar 
months  ending  March  31,  June  30,  September  30,  or  Decem¬ 
ber  31,  and  the  term  ‘quarter  of  coverage’  means  a  calendar 
quarter  in  which  the  individual  has  been  paid  not  less  than 
$50  in  wages  and  any  other  calendar  quarter  determined 
to  be  a  quarter  of  coverage  under  subsection  (g)  ;  except  that 
no  quarter  in  a  period  of  extended  disability  (other  than  the 
initial  quarter  of  such  period)  may  be  a  quarter  of  coverage. 
When  the  number  of  elapsed  quarters  specified  in  subsection 
(a)  of  this  section  is  not  a  multiple  of  four,  for  purposes  of 
such  subsection  such  number  shall  he  reduced  to  the  next 
lower  multiple  of  four.  In  any  case  where  an  individual  in 
a  calendar  year  prior  to  1950,  has  been  paid  $3,000  or  more 
in  wages,  has  derived  self-employment  income  of  $3,000  or 
more,  or  has  been  paid  wages  and  has  derived  self-employ¬ 
ment  income  which  totals  $3,000  or  more,  and  in  any  case 
in  which  an  individual  in  a  calendar  year  after  1949,  has  been 
paid  $4,800  or  more  in  wages,  has  derived  self-employment 
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income  of  $4,800  or  more,  or  lias  been  paid  wages  and  lias 
derived  self-employment  income  which  total  $4,800  or  more, 
each  quarter  of  such  year  following  his  first  quarter  of  cov¬ 
erage  shall  he  deemed  a  quarter  of  coverage,  except  any 
quarter  in  such  year  succeeding  the  quarter  in  which  he  died 
or  became  entitled  to  a  primary  insurance  benefit  under  sec¬ 
tion  201  (a)  (1) ,  and  any  quarter  in  a  period  of  extended 
disability  (other  than  the  initial  quarter  in  such  period) . 

“(f)  With  respect  to  wages  paid  to  an  individual  in 
the  six-month  periods  commencing  either  January  1,  1937, 
or  July  1,  1937,  (1)  if  wages  of  not  less  than  $100  were 
paid  in  any  such  period,  one-half  of  the  total  amount  thereof 
shall  be  deemed  to  have  been  paid  in  each  of  the  calendar 
quarters  in  such  period;  and  (2)  if  wages  of  less  than  $100 
were  paid  in  any  such  period,  the  total  amount  thereof 
shall  he  deemed  to  have  been  paid  in  the  latter  quarter  of 
such  period;  except  that,  if  in  any  such  period  the  indi¬ 
vidual  attained  age  sixty-five,  all  of  the  wages  paid  in  such 
period  shall  be  deemed  to  have  been  paid  before  such  age 
was  attained. 

(g)  An  individual  shall  not  be  credited,  for  self- 
employment  income  derived  during  a  calendar  year,  with 
any  quarters  of  coverage  if  such  income  is  less  than  $200 
but  shall  he  credited  with  one  quarter  of  coverage  if  such 
income  is  not  less  than  $200  but  is  less  than  $400;  with 
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two  quarters  of  coverage  if  such  income  is  not  less  than 
$400  but  is  less  than  $600;  with  three  quarters  of  coverage 
if  such  income  is  not  less  than  $600  but  is  less  than  $800; 
and  with  four  quarters  of  coverage  if  such  income  is  not 
less  than  $800;  except  that  the  sum  of  such  quarters  of 
coverage  and  the  quarters  of  coverage  credited  an  individual 
by  reason  of  the  receipt  of  wages  may  not  exceed  four  in  any 
calendar  year.  In  case  the  contribution  year  with  respect 
to  which  contributions  are  imposed  under  the  Federal  Self- 
Employment  Contributions  Act  on  an  individual’s  self- 
employment  income  is  not  a  calendar  year,  there  shall,  for 
purposes  of  this  title,  be  allocated  to  each  calendar  year  a 
portion  of  which  is  included  in  such  contribution  year  the 
same  proportion  of  such  income  as  the  number  of  months 
which  are  months  both  of  such  calendar  year  and  such  con¬ 
tribution  year  bears  to  the  number  of  months  in  such  con¬ 
tribution  year;  and  for  purposes  of  this  title,  income  so 
allocated  to  a  year  shall  be  deemed  to  have  been  derived 
during  such  year.  The  Administrator  shall  by  regulation 
prescribe  the  method  for  determining  the  calendar  quarters 
of  a  year  which  shall  be  regarded  as  quarters  of  coverage 
hereunder  or  to  which  self-employment  income  derived 
during  a  year  shall  be  allocated,  except  that  such  income 
may  not  be  allocated  for  any  individual  to  any  quarter  fol¬ 
lowing  that  in  which  he  died  or  following  the  initial  quarter 
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in  a  period  of  extended  disability,  nor  may  any  quarter 
following  that  in  which  he  died  or  following  the  initial 
quarter  in  a  period  of  extended  disability  be  regarded  as 
a  quarter  of  coverage,  and  except  that  no  allocation  of 
such  income  pursuant  to  this  subsection  to  any  calendar 
quarter  may  be  effective  prior  to  the  beginning  of  such 
quarter. 

“(h)  Notwithstanding  the  provisions  of  section  202 
and  the  preceding  provisions  of  this  section,  any  wages  for 
services  to  which  the  provisions  of  section  1412  of  the  In¬ 
ternal  Revenue  Code,  as  amended,  are  applicable  shall,  for 
purposes  of  entitlement  to  and  amount  of  any  benefits  under 
this  title,  be  reduced  by  one-half  except  to  the  extent  that 
payments  are  made  with  respect  to  such  wages  pursuant  to 
such  section  1412. 

“reduction  of  benefits 

“Sec.  206.  (a)  Whenever  the  total  of  monthly  bene¬ 
fits  under  section  201,  payable  for  a  month  with  respect  to 
the  wages  or  self-employment  income  of  an  individual,  ex¬ 
ceeds  $150,  or  exceeds  80  per  centum  of  his  average  monthly 
wage  (as  defined  in  section  202  (b)  (2)  ),  such  total  of 
benefits  shall,  prior  to  any  deductions  under  this  section,  be 
reduced  to  $150  or  to  80  per  centum  of  his  average  monthly 
wage,  whichever  is  the  lesser.  Whenever  a  decrease  of  the 
total  of  benefits  for  a  month  is  made  under  this  subsection, 
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1  each  benefit,  except  the  primary  insurance  benefit,  shall  be 

2  proportionately  decreased. 

3  “  (b)  Deductions,  in  such  amounts  and  at  such  time  or 

4  times  as  the  Administrator  shall  determine,  shall  be  made 

5  from  any  payment  or  payments  to  which  an  individual  is 

6  entitled  under  this  title,  until  the  total  of  such  deductions 

7  equals  such  individual’s  benefit  or  benefits  under  subsection 

8  (a)  (1),  (b),  (c)  (1),  (d),  ( e ) ,  or  (f)  of  section  201 

9  for  any  month  in  which  such  individual — 

10  “(1)  (A)  rendered  services  in  employment  (as 

11  defined  in  section  203  (b)  )  for  remuneration  of  more 

12  than  $50;  or 

13  (B)  engaged  in  self-employment  resulting  in  net 

14  earnings  of  more  than  $50 ;  or 

15  “  (C)  rendered  services  in  employment  for  remu- 

16  neration  of  $50  or  less  and  engaged  in  self-employment 

17  resulting  in  net  earnings  which,  when  added  to  such 

18  remuneration,  totals  more  than  $50 ;  or 

19  “(2)  if  a  wife  under  age  sixty  entitled  to  a  wife’s 

20  insurance  benefit,  did  not  have  in  her  care  (indi- 

21  vidually  or  jointly  with  her  husband)  a  child  of  her 

22  husband  entitled  to  receive  a  child’s  insurance  benefit ;  or 

23  “(3)  if  a  widow  entitled  to  a  mother’s  insurance 
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benefit,  did  not  have  in  her  care  a  child  of  her  deceased 
husband  entitled  to  receive  a  child’s  insurance  benefit;  or 
“  (4)  if  a  former  wife  divorced  entitled  to  a  mother’s 
insurance  benefit,  did  not  have  in  her  care  a  child  of 
her  deceased  former  husband  who  (A)  is  her  son, 
daughter,  or  legally  adopted  child  and  (B)  is  entitled 
to  receive  a  child’s  insurance  benefit  with  respect  to 
the  wages  or  self-employment  income  of  her  deceased 
former  husband. 

For  purposes  of  paragraph  (1)  of  this  subsection,  the  Ad¬ 
ministrator  shall  by  regulation  prescribe  the  methods  and 
criteria  for  determining  whether  individuals  have  engaged 
in  a  month  in  self-employment  and  for  allocating  net  earn¬ 
ings  therefrom  to  months  of  a  calendar  year;  and  for  pur¬ 
poses  of  such  paragraph,  net  earnings  from  self-employment 
means  self-employment  income  as  computed  in  accordance 
with  section  203  (a)  (2),  but  without  regard  to  the  pro¬ 
visions  of  subparagraphs  (v)  and  (vi)  of  paragraph  (B) 
thereof. 

“(c)  ( 1 )  Deductions,  in  such  amounts  and  at  such  time 
or  times  as  the  Administrator  shall  determine,  shall  be  made 
from  any  payment  or  payments  under  this  title  to  which 
an  individual  is  entitled  until  the  total  of  such  deductions 
equals  such  individual’s  benefit  or  benefits  under  subsection 
(a)  (2) ,  (c)  (2) ,  (h) ,  or  (i)  of  section  201  for  any  month 


1 

2 

a 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


67 


in  which  such  individual  rendered  sendees  for  income  of 
more  than  $50:  Provided,  That  for  any  month  which  oc¬ 
curs  in  a  continuous  period  of  entitlement  to  such  benefits 
under  subsection  (a)  (2)  or  (c)  (2)  and  prior  to  the 

month  in  which  such  individual  attains  the  age  of  sixty- 
five  if  a  male,  or  the  age  of  sixty  if  a  female,  and  during 
which  such  individual  is  following  an  approved  plan  of  re¬ 
habilitation,  the  Administrator,  pursuant  to  regulations,  may, 
if  in  his  judgment  it  will  aid  in  the  process  of  rehabilitation, 
(A)  relieve  such  individual  from  the  deductions  prescribed 
by  the  preceding  provisions  of  this  subsection  (and  in  the 
case  of  an  individual  entitled  to  benefits  under  such  subsec¬ 
tion  (a)  (2),  relieve  his  spouse  or  child  from  the  deduc¬ 

tions  prescribed  by  subsection  (d)  of  this  section  unless  the 
income  for  the  services  rendered  by  such  individual  in  such 
month  is  substantially  more  (as  determined  by  the  Admin¬ 
istrator)  than  is  permitted  by  such  provisions,  and  (B) 
otherwise  suspend  or  modify  the  operation  of  this  subsection 
and  subsection  (d)  of  this  section,  as  he  may  find  desirable 
in  the  interest  of  aiding  the  process  of  rehabilitation,  but  not 
for  any  month  after  the  eleventh  month  following  the  first 
month  for  which  such  suspension  or  modification  is  applicable. 

“(2)  As  used  in  this  subsection,  the  term  ‘income’ 
means  remuneration  for  any  services  (whether  or  not  such 
services  constitute  employment  as  defined  in  section  203 ) , 
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1  and  includes  net  earnings  from  self-employment  determined 

2  as  provided  in  subsection  (b)  of  this  section. 

3  “(d)  Deductions  shall  be  made  from  any  wife’s,  clis- 

4  abled  husband’s,  child’s  or  disabled  child’s  insurance  benefit 

5  to  which  a  wife,  husband,  or  child  is  entitled,  until  the 

6  total  of  such  deductions  equals  such  wife’s,  disabled  hus- 

7  band’s,  or  child’s  or  disabled  child’s  insurance  benefit  or 

8  benefits  for  any  month  in  which  the  individual,  with  respect 

9  to  whose  wages  or  self-employment  income  such  benefit 

10  was  payable,  rendered  services  or  engaged  in  self-employ- 

11  ment  as  the  result  of  which  he  suffers  a  deduction  under 

12  subsection  (b)  (1)  or  (c). 

13  “(e)  If  more  than  one  event  occurs  in  any  one  month 

14  which  would  occasion  deductions  equal  to  a  benefit  for  such 

15  month,  only  an  amount  equal  to  such  benefit  shall  be 

16  deducted. 

17  “(f)  Any  individual  in  receipt  (on  behalf  of  himself 

18  or  another  individual)  of  benefits  subject  to  deduction  under 

19  subsection  (b),  (c),  or  (d),  because  of  the  occurrence  of 

20  an  event  enumerated  therein,  shall  report  such  occurrence 

21  to  the  Administrator  prior  to  the  receipt  and  acceptance  of 

22  an  insurance  benefit  for  the  second  month  following  the 
33  month  in  which  such  event  occurred.  Any  such  individual 

24  having  knowledge  thereof,  who  fails  to  report  any  such 

25  occurrence,  shall  suffer  an  additional  deduction  equal  to  that 


69 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


imposed  under  subsection  (b),  (c) ,  or  (d),  except  that 
the  first  additional  deduction  imposed  by  this  subsection  in 
the  case  of  any  individual  shall  not  exceed  an  amount  equal 
to  one  month’s  benefit  even  though  the  failure  to  report  is 
with  respect  to  more  than  one  month. 

“(g)  Deductions,  in  such  amounts  and  at  such  time  or 
times  as  the  Administrator  shall  determine,  shall  be  made 
from  any  wife’s,  child’s  or  disabled  child’s,  or  disabled  hus¬ 
band’s  benefit  to  which  a  wife,  child,  or  husband  is  entitled, 
until  the  total  of  such  deductions  equals  such  benefit  or  bene¬ 
fits  for  any  month  in  which  the  individual  with  respect  to 
whose  wages  or  self-employment  income  such  benefit  was 
payable,  if  entitled  to  benefits  under  section  201  (a)  (2)  — 

“(1)  failed  to  submit  himself  for  examination  in 
accordance  with  regulations  of  the  Administrator,  and 
for  any  month  thereafter  until  he  does  so  submit  himself 
for  examination;  or 

“  ( 2 )  refused  without  good  cause  to  accept  re¬ 
habilitation  services  after  direction  by  the  Adminis¬ 
trator  to  do  so,  and  for  any  month  thereafter  until  he 
does  accept  such  services; 

“(3)  is  outside  the  United  States  if  the  Adminis¬ 
trator  finds  that  adequate  arrangements  do  not  exist 
for  determining  the  existence  of  disability  or  extended 
disability  of  such  individual  and  for  his  rehabilitation. 
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“(h)  Deductions,  in  such  amounts  and  at  such  time  or 
times  as  the  Administrator  shall  determine,  shall  he  made 
from  any  payment  or  payments  to  which  an  individual  is 
entitled  under  this  title,  until  the  total  of  such  deductions 
equals  such  individual’s  benefit  or  benefits  under  subsection 
(a)  (2),  (c)  (2),  (h) ,  (i),  or  (k)  of  section  201  for 
any  month  (or  week  in  the  case  of  subsection  (k)  )  of  en¬ 
titlement  to  such  benefits  in  which  such  individual — 

“  ( 1 )  failed  to  submit  himself  for  examination  in 
accordance  with  regulations  of  the  Administrator  and  for 
any  month  (or  week)  thereafter  until  he  does  so  submit 
himself;  or 

“  (2)  refused  without  good  cause  to  accept  rehabili¬ 
tation  services  after  direction  by  the  Administrator  to 
do  so  and  for  any  month  (or  week)  thereafter  until  he 
does  accept  such  service ;  or 

“  (3)  is  outside  the  United  States  if  the  Administra¬ 
tor  finds  that  adequate  arrangements  do  not  exist  for 
determining  the  existence  of  disability  or  extended  dis¬ 
ability  of  such  individual  and  for  his  rehabilitation. 

“  (i)  (1)  Where  a  benefit  or  benefits  under  section  201 
are  payable  with  respect  to  the  wages  or  self-employment 
income  of  an  individual  entitled  to  benefits  under  subsection 
(a)  (2)  thereof  and  a  workmen’s  compensation  benefit  or 
benefits  have  been  or  are  paid  to  or  with  respect  to  such 
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individual  on  account  of  the  same  disability  for  the  same 
period  of  time,  the  total  of  benefits  payable  under  this  title 
for  such  month  with  respect  to  the  wages  or  self-employment 
income  of  such  individual  shall  be  reduced  by  one-half,  or  by 
an  amount  equal  to  one-half  of  such  workmen’s  compensa¬ 
tion  benefit  or  benefits,  whichever  is  the  smaller.  In  case 
any  reduction  is  made  under  this  paragraph,  each  benefit 
payable  with  respect  to  the  individual’s  wages  or  self- 
employment  income  ( other  than  the  primary  insurance  bene¬ 
fit)  shall  be  proportionately  reduced,  except  that  if  the 
reduction  imder  the  preceding  sentence  of  this  subsection 
exceeds  the  total  of  the  reductions  in  each  of  the  benefits 
under  the  preceding  provisions  of  this  sentence,  the  primary 
insurance  benefit  shall  he  reduced  by  such  excess. 

“  (2)  Where,  for  any  month,  a  benefit  under  subsection 
(c)  (2),  (Ij),  or  (i)  of  section  201  is  payable  to  an  indi¬ 
vidual  and  a  workmen’s  compensation  benefit  has  been  or 
is  paid  to  or  with  respect  to  such  individual  on  account  of 
the  same  disability  for  the  same  period  of  time,  the  benefit 
under  such  subsection  shall  be  reduced  by  one-half,  or  by 
an  amount  equal  to  one-half  of  such  workmen’s  compensa¬ 
tion  benefit,  whichever  is  the  smaller. 

“(3)  The  adjustments  under  paragraphs  (1)  and  (2) 
shall  he  made  after  any  reduction  under  subsection  (a)  but 
prior  to  any  deductions  under  this  section  and  prior  to  any 
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adjustment  under  section  211,  except  that  no  adjustment 
under  paragraph  (1)  shall  reduce  to  less  than  $10  the  total 
of  benefits  payable  under  section  201  for  a  month  with  re¬ 
spect  to  an  individual’s  wages  or  self-employment  income. 
In  case  benefits  under  this  title  are  not  reduced  as  provided 
in  paragraph  (1)  or  (2)  because  such  benefits  are  paid 
prior  to  the  workmen’s  compensation  benefits,  the  adjust¬ 
ment  shall  he  made  by  deductions,  at  such  time  or  times 
and  in  such  amounts  as  the  Administrator  may  determine, 
from  any  other  payments  under  this  title  with  respect  to 
the  wages  or  self-employment  which  were  the  basis  of  such 
benefits  under  this  title. 

“  (4)  If  the  workmen’s  compensation  benefit  is  payable 
on  other  than  a  monthly  basis  (excluding  a  benefit  payable 
in  a  lump  sum  unless  it  is  a  commutation  of,  or  a  substitute 
for,  periodic  payments),  adjustment  of  benefits  under  this 
subsection  shall  be  made  in  such  amounts  as  the  Administra¬ 
tor  finds  will  approximate,  as  nearly  as  practicable,  the  ad¬ 
justments  prescribed  in  paragraph  (1)  or  (2),  as  the  case 
may  be. 

(5)  In  order  to  assure  that  the  purposes  of  this  sub¬ 
section  will  be  carried  out,  the  Administrator  mav,  as  a  con- 
dition  to  certification  for  payment  of  benefits  with  respect  to 
the  wages  of  an  individual  entitled  to  benefits  under  section 
201  (a)  (2)  or  of  benefits  payable  to  an  individual  under 
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subsection  (c)  (2),  (li) ,  or  (i)  of  section  201  (if  it  ap¬ 
pears  to  him  that  there  is  a  likelihood  that  an  individual  en¬ 
titled  to  such  benefits  ma}^  be  eligible,  as  the  result  of  dis¬ 
ability,  for  a  workmen’s  compensation  benefit  which  would 
give  rise  to  an  adjustment  under  this  subsection),  require 
adequate  assurance  of  reimbursement  to  the  Trust  Fund  in 
case  workmen’s  compensation  benefits,  with  respect  to  which 
such  an  adjustment  should  be  made,  become  payable  to  such 
individual  and  such  adjustment  is  not  made.  The  Adminis¬ 
trator  is  also  authorized  to  enter  into  agreements  with  any 
State  under  which  the  State  will  reimburse  the  Trust  Fund 
in  cases  where  adjustments  under  paragraph  (1)  or  (2) 
should  be,  but  are  not,  made. 

“(6)  For  purposes  of  this  subsection  and  section  201 
(m) ,  the  term  ‘workmen’s  compensation  benefit’  means 
a  cash  benefit,  allowance,  or  compensation  payable  under 
any  workmen’s  compensation  law  or  plan  of  the  United 
States  or  of  any  State. 

“national  social  insurance  trust  fund 

“Sec.  207.  (a)  There  is  hereby  created  on  the  books 
of  the  Treasury  of  the  United  States  a  trust  fund  to  be  known 
as  the  ‘National  Social  Insurance  Trust  Fund’.  Such  Trust 
Fund  shall  consist  of  the  assets  of  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  on  January  1,  1950,  which 
assets  the  Board  of  Trustees  of  the  Federal  Old-Age  and 
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1  Survivors  Insurance  Trust  Fund  is  authorized  and  directed 

2  to  transfer  to  the  National  Social  Insurance  Trust  Fund; 

3  and  such  other  amounts  as  may  be  paid  into  or  belong  to 

4  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund, 

5  or  paid  into  or  belong  to  the  National  Social  Insurance 

6  Trust  Fund,  by  virtue  of  any  other  provision  of  the  law. 

7  There  are  authorized  to  he  appropriated  to  the  Trust  Fund 

8  such  additional  amounts  as  may  be  required  to  finance  the 

9  benefits  and  payments  authorized  by  this  title. 

10  “(b)  There  is  hereby  created  a  body  to  be  known  as 

11  the  Board  of  Trustees  of  the  National  Social  Insurance  Trust 

12  Fund  (hereafter  called  the  'Board  of  Trustees’),  composed 

13  of  the  Secretary  of  the  Treasury,  the  Secretary  of  Labor,  and 

14  the  Federal  Security  Administrator,  all  ex  officio.  The 

15  Secretary  of  the  Treasury  shall  be  the  Managing  Trustee 

16  of  the  Board  of  Trustees  (hereafter  called  the  'Managing 

17  Trustee’ ) .  It  shall  be  the  duty  of  the  Board  of  Trustees  to — 
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"  ( 1 )  hold  the  Trust  Fund ; 

"(2)  report  to  the  Congress  not  later  than  the 
first  day  of  March  each  year  on  the  operation  and 
status  of  the  Trust  Fund  during  the  preceding  fiscal 
year  and  on  its  expected  operation  and  status  during 
the  next  ensuing  five  fiscal  years ; 

"(3)  report  to  the  Congress  whenever  the  Board 
of  Trustees  is  of  the  opinion  that  during  the  ensuing 
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period  of  five  fiscal  years  the  Trust  Fund  will  be  exces¬ 
sive  or  unduly  small. 

The  reports  provided  for  in  clauses  (2)  and  (3)  shall 
include  a  statement  of  the  assets  of  and  the  disbursements 
made  from  the  Trust  Fund  during  the  preceding  fiscal  year, 
estimates  of  the  expected  future  income  to  and  disbursements 
to  be  made  from  the  Trust  Fund  during  the  next  ensuing  five 
fiscal  vears,  and  a  statement  of  the  actuarial  status  of  the 
Trust  Fund.  Such  report  shall  be  printed  as  a  House  Docu¬ 
ment  of  the  session  of  the  Congress  to  which  the  report  is 
made. 

“(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to 
invest  such  portion  of  the  Trust  Fund  as  is  not,  in  his  judg¬ 
ment  required  to  meet  current  withdrawals.  Such  invest¬ 
ments  may  be  made  only  in  interest-bearing  obligations  of 
the  United  States  or  in  obligations  guaranteed  as  to  both 
principal  and  interest  by  the  United  States.  For  such  pur¬ 
pose  such  obligations  may  be  acquired  ( 1 )  on  original  issue 
at  par,  or  (2)  by  purchase  of  outstanding  obligations  at  the 
market  price.  The  purposes  for  which  obligations  of  the 
United  States  may  be  issued  under  the  Second  Liberty  Bond 
Act,  as  amended,  are  hereby  extended  to  authorize  the 
issuance  at  par  of  special  obligations  exclusively  to  the  Trust 
Fund.  Such  special  obligations  shall  bear  interest  at  a  rate 
equal  to  the  average  rate  of  interest,  computed  as  to  the  end 
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1  of  the  calendar  month  next  preceding  the  date  of  such  issue, 

2  borne  by  all  interest-hearing  obligations  of  the  United  States 

3  then  forming  a  part  of  the  public  debt;  except  that  where 

4  such  average  rate  is  not  a  multiple  of  one-eighth  of  1  per 

5  centum,  the  rate  of  interest  of  such  special  obligations  shall 

6  he  the  multiple  of  one-eighth  of  1  per  centum  next  lower 

7  than  such  average  rate.  Obligations  other  than  such  special 

8  obligations  may  he  acquired  for  the  Trust  Fund  only  on 

9  such  terms  as  to  provide  an  investment  yield  not  less  than 
19  the  yield  which  would  he  required  in  the  case  of  special 

11  obligations  if  issued  to  the  Trust  Fund  upon  the  date  of  such 

12  acquisition.  Special  obligations  shall  be  issued  only  if  the 
12  Managing  Trustee  determines  that  the  purchase  of  other 

14  interest-bearing  obligations  of  the  United  States,  or  of  obli- 

15  gations  guaranteed  as  to  both  principal  and  interest  b}^  the 

16  United  States  on  original  issue  or  at  the  market  price,  is  not 

17  in  the  public  interest.  Any  obligations  acquired  by  the  Trust 

18  Fund  (except  special  obligations  issued  exclusively  to  the 

19  Trust  Fund)  may  he  sold  by  the  Managing  Trustee  at  the 

20  market  price,  and  such  special  obligations  may  be  redeemed 

21  at  par  plus  accrued  interest.  The  interest  on,  and  the  pro- 

22  ceeds  from  the  sale  or  redemption  of,  any  obligations  held 

23  m  the  Trust  Fund  shall  he  credited  to  and  form  a  part  of 

24  the  Trust  Fund. 

“(d)  The  Managing  Trustee  is  directed  to  pay  such 


25 


77 


1  amounts  as  are  authorized  by  the  Congress  to  be  expended 

2  directly  from  the  Trust  Fund  and  to  pay  from  time  to  time 

3  from  the  Trust  Fund  into  the  Treasury  such  additional 

4  amounts  not  authorized  to  be  expended  directly  from  the 

5  Trust  Fund  which  he  and  the  Federal  Security  Administra- 

6  tor  estimate  will  be  expended  during  a  three-month  period 

7  by  the  Federal  Security  Agency  and  the  Treasury  Depart- 

8  ment  for  the  administration  of  the  Federal  Insurance  Con- 

9  tributions  Act,  the  Federal  Self-Employment  Contributions 

10  Act,  and  this  title.  Such  additional  payments  shall  be  cov- 

11  ered  into  the  Treasury  as  miscellaneous  receipts  for  the 

12  reimbursement  of  expenses  incurred  in  connection  with  the 

13  administration  of  such  Acts  and  such  title;  and  such  pay- 
11  ments  shall  not  be  available  for  expenditures  hut  shall  he 

15  carried  to  the  surplus  fund  of  the  Treasury.  If  it  subse- 

16  quently  appears  that  the  estimates  in  any  particular  three- 
month  period  were  too  high  or  too  low,  appropriate  adjust- 

13  ments  shall  be  made  by  the  Managing  Trustee  in  future 

19  payments. 

20  “(e)  All  amounts  credited  to  the  Trust  Fund  shall  be 

21  available  solely  for  making  the  payments  required  by  this 

22  title.  In  case  any  property  purchased  or  paid  for  directly 

23  or  indirectly  with  money  from  the  Trust  Fund  is  sold  by 
21  the  Administrator  or  is  transferred  by  him  to  another  Fed- 
25  era!  agency,  or  is  used  by  the  Federal  Security  Agency  for 
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purposes  other  than  those  related  to  the  administration  of 
this  title  or  the  Federal  Insurance  Contributions  Act  or  the 
Federal  Self-Employment  Contributions  Act,  any  proceeds 
from  such  sale,  transfer,  or  use  shall  be  deposited  in  the 
Treasury  of  the  United  States  and  credited  to  the  Trust 
Fund;  and  there  are  hereby  authorized  to  be  appropriated 
such  sums  as  are  determined  by  the  Administrator  to  be 
equal  to  the  reasonable  value  of  such  property  in  the  case 
of  such  a  transfer  to  another  Federal  agency  or  use  by  the 
Federal  Security  Agency. 

“other  definitions 
“Sec.  208.  For  purposes  of  this  title — 

“  (a)  The  term  ‘wife’  means  the  wife  of  an  individual 
who  ( 1 )  is  the  mother  of  such  individuaTs  son  or  daughter, 
or  (2)  was  married  to  him  for  not  less  than  three  years 
before  the  day  on  which  her  application  is  filed,  or  (3)  in 
the  month  prior  to  her  marriage  to  such  individual  was 
entitled,  or  would  have  been  entitled  on  filing  an  applica¬ 
tion  in  such  month  and  attainment  in  such  month  of  the 
age  required  for  such  entitlement,  to  receive  a  widow’s  in¬ 
surance  benefit  under  section  201  (d)  or  a  parent’s  in¬ 
surance  benefit  under  section  201  (f) . 

“(b)  (1)  The  term  ‘widow’  (except  when  used  in 

section  201  (g)  )  means  the  surviving  wife  of  an  individual 
who  (A)  is  the  mother  of  such  individual’s  son  or  daughter, 
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(B)  legally  adopted  such  individual’s  son  or  daughter  while 
she  was  married  to  such  individual,  (C)  was  married  to 
such  individual  at  the  time  both  of  them  legally  adopted  a 
child,  or  (D)  was  married  to  such  individual  for  not  less 
than  one  year  before  the  day  on  which  he  died,  or  (E)  in 
the  month  prior  to  her  marriage  to  such  individual  was  en¬ 
titled,  or  would  have  been  entitled  on  filing  an  application 
in  such  month  and  attainment  in  such  month  of  the  age 
required  for  such  entitlement,  to  receive  a  widow’s  insurance 
benefit  under  section  201  (d)  or  a  parent’s  insurance  benefit 
under  section  201  (f) . 

“(2)  The  term  ‘former  wife  divorced’  means  a  woman 
divorced  from  an  individual  who  (A)  is  the  mother  of  such 
individual’s  son  or  daughter,  (B)  legally  adopted  such 
individual’s  son  or  daughter  while  she  was  married  to  such 
individual,  or  (0)  was  married  to  such  individual  at  the 
time  both  of  them  legally  adopted  a  child. 

“(c)  The  term  ‘husband’  means  the  husband  of  an  in¬ 
dividual  who  (1)  is  the  father  of  such  individual’s  son  or 
daughter,  or  (2)  was  married  to  her  for  not  less  than  three 
years  before  the  day  on  which  his  application  was  filed,  or 
(3)  in  the  month  prior  to  his  marriage  to  such  individual 
was  entitled,  or  would  have  been  entitled  on  filing  an  appli¬ 
cation  and  attainment  of  age  sixty-five  in  such  month,  to 
receive  a  disabled  widower’s  insurance  benefit  under  section 
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1  201  (i)  or  a  parent’s  insurance  benefit  under  section 

2  201  (f). 

3  “(d)  The  term  ‘widower’  (except  when  used  in  sec- 

4  tion  201  (g)  )  means  the  surviving  husband  of  an  individ- 

5  ual  who  ( 1 )  is  the  father  of  such  individual’s  son  or  daugh- 

6  ter,  (2)  legally  adopted  such  individual’s  son  or  daughter 

7  while  he  was  married  to  such  individual,  (3)  was  married  to 

8  such  individual  at  the  time  both  of  them  legally  adopted  a 

9  child,  (4)  was  married  to  her  for  not  less  than  one  year 

10  before  the  day  on  which  she  died,  or  (5)  in  the  month  prior 

11  to  his  marriage  to  such  individual  was  entitled,  or  would  have 

12  been  entitled  on  filing  an  application  and  attainment  of  age 
12  sixty-five  in  such  month,  to  receive  a  disabled  widower’s  in- 

14  surance  benefit  under  section  201  (i)  or  a  parent’s  insurance 

15  benefit  under  section  201  (f) . 

16  “(e)  The  term  ‘child’  means  (1)  the  son,  daughter, 

17  or  legally  adopted  child  of  an  individual;  (2)  in  the  case 

18  of  a  living  individual,  a  stepchild  who  has  been  such  step- 

19  child,  or  a  child  with  respect  to  whom  such  individual  has 

20  stood  in  loco  parentis,  for  not  less  than  three  years  before 

21  the  day  on  which  such  child  filed  application  for  benefits; 

22  or  (3)  in  the  case  of  a  deceased  individual,  a  stepchild 

23  who  has  been  such  stepchild,  or  a  child  with  respect  to 

24  whom  such  individual  has  stood  in  loco  parentis,  for  not 

25  less  than  one  year  before  the  day  on  which  such  individual 
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died:  Provided ,  That  there  shall  be  included  as  time  spent 
in  either  relationship  specified  in  clauses  (2)  and  (3), 
time  spent  in  the*  other  relationship  specified  therein. 

“(f)  (1)  In  determining  whether  an  applicant  is  the 
wife,  husband,  widower,  or  parent  of  an  insured  individual 
the  Administrator  shall  apply  such  law  as  would  be  applied 
in  determining  such  relationship  by  the  courts  of  the  State 
in  which  such  insured  individual  is  domiciled  at  the  time 
such  applicant  files  application,  or,  if  such  insured  individual 
is  dead,  by  the  courts  of  the  State  in  which  he  was  domi¬ 
ciled  at  the  time  of  his  death,  or,  if  such  individual  is  or 
was  not  so  domiciled  in  any  State,  by  the  courts  of  the 
District  of  Columbia.  If  under  such  law  such  relationship 
does  not  exist,  but  the  Administrator  finds  that  such  appli¬ 
cant  could,  under  the  laws  applied  by  such  courts  in  deter¬ 
mining  the  devolution  of  intestate  personal  property, 
nevertheless  take  such  property  as  a  wife,  husband,  widow, 
or  parent  of  such  insured  individual,  such  applicant  shall 
be  deemed  to  be  such  relative. 

“(2)  For  the  purpose  of  determining  whether  an  in¬ 
dividual  has  become  entitled  to  monthly  benefits  or  a  lump¬ 
sum  death  payment  under  this  title,  or  whether  entitlement 
to  monthly  benefits  has  terminated,  a  man  and  a  woman 
shall  be  deemed  to  have  been  married  in  any  case  in  which 
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1  (A)  they  are  living  in  the  same  household  in  a  relationship 

2  in  which  they  habitually  recognize  each  other  as  husband 

3  and  wife  and  so  hold  each  other  out  to  the  public,  (B)  have 

4  so  lived  for  a  period  of  not  less  than  three  years,  and  (C) 

5  there  is  under  the  law  of  the  State  of  the  domicile  of  the 

6  man  no  legal  impediment  to  their  valid  marriage ;  and 

7  they  shall  be  deemed  to  have  been  married  on  the  first  day 

8  on  which  both  of  such  conditions  specified  in  clauses  (A) 

9  and  (0)  were  satisfied  and  their  marriage  shall  be  deemed 

10  to  have  terminated  whenever  either  of  such  conditions  ceased 

11  to  be  satisfied.  For  purposes  of  section  201  (e)  a  woman 

12  shall  likewise  be  deemed  to  be  the  widow  of  a  deceased 

13  individual  if  the  condition  specified  in  clause  (A)  was 

14  satisfied  continuously  for  one  year  immediately  preceding 

i 

15  the  death  of  such  deceased  individual. 

16  “(g)  (1)  A  wife  shall  be  deemed  to  be  living  with 

17  her  husband  if  they  are  both  members  of  the  same  house- 

18  hold,  or  she  is  receiving  regular  contributions  from  him 

19  toward  her  support,  or  he  has  been  ordered  by  any  court 

20  to  contribute  to  her  support;  and  a  widow  shall  be  deemed 

21  to  have  been  living  with  her  husband  at  the  time  of  his 

22  death  if  they  were  both  members  of  the  same  household  on 

23  the  date  of  his  death,  or  she  was  receiving  regular  contribu- 
21  tions  from  him  toward  her  support  on  such  date,  or  he  had 
25  been  ordered  by  any  court  to  contribute  to  her  support. 
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‘‘(2)  A  husband  shall  be  deemed  to  be  living  with  his 
wife  if  they  are  both  members  of  the  same  household,  or  he 
is  receiving  regular  contributions  from  her  toward  his  sup¬ 
port;  and  a  widower  shall  be  deemed  to  have  been  living 
with  his  wife  at  the  time  of  her  death  if  they  were  both 
members  of  the  same  household  on  the  date  of  her  death, 
or  he  was  receiving  regular  contributions  from  her  toward 
his  support  on  such  date. 

“  (h)  (1)  The  term  ‘disability’  means  inability  of  an 

individual  to  perform  his  most  recent,  customary,  or  reason¬ 
ably  similar  work  (as  determined  in  accordance  with  regu¬ 
lations  of  the  Administrator)  by  reason  of  any  medically 
demonstrable  illness,  injury,  or  other  impairment. 

“(2)  The  term  ‘extended  disability’  means  (1)  blind¬ 
ness,  or  (2)  inability  to  engage  in  any  substantially  gainful 
work  (as  determined  in  accordance  with  regulations  of  the 
Administrator)  by  reason  of  any  medically  demonstrable 
illness,  injury,  or  other  impairment. 

“(i)  An  individual’s  ‘period  of  extended  disability’ 
means  a  calendar  quarter,  or  a  period  of  consecutive  calendar 
quarters,  for  any  month  of  which  he  was  entitled  to  benefits 
under  subsection  (a)  (2),  (c)  (2),  (h),or  (i)  of  section 
201  and,  in  the  case  of  benefits  under  such  subsection  (a) 
(2),  the  two  quarters  immediately  preceding  such  quarter 
or  the  two  quarters  immediately  preceding  the  first  quarter  in 
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such  period  of  consecutive  calendar  quarters,  as  the  case 
may  be. 

“(j)  Except  as  provided  in  paragraph  (3)  of  section 
201  (a) ,  no  person  shall  be  deemed  to  be  under  a  disability 
or  extended  disability  for  purposes  of  paragraph  (2)  of 
such  section  for  any  period  prior  to  the  seventh  month 
before  the  month  in  which  he  becomes  entitled  to  primary 
insurance  benefits  under  such  paragraph  (2).  Eor  such 
purposes  such  disability  or  extended  disability  shall  be 
deemed  to  have  begun  in  such  seventh  month. 
“determination  of  disability  and  rehabilitation 

“Sec.  209.  (a)  The  Administrator  shall  make  provision 
for  determinations  of  disability  and  extended  disability  and 
redeterminations  thereof  at  necessary  intervals,  and  he  shall 
by  regulation  provide  for  such  examinations  of  individuals 
as  he  deems  necessary  for  purposes  of  determining  or  rede¬ 
termining  disability  and  extended  disability  and  entitlement 
to  benefits  by  reason  thereof.  In  the  case  of  any  individual 
submitting  to  such  an  examination,  the  Administrator  may 
pay,  in  accordance  with  regulations  prescribed  by  him,  the 
necessary  travel  expenses  of  such  individual  in  connection 
with  such  examination.  Eees  for  examinations  made  pur¬ 
suant  to  this  title  by  physicians  who  are  not  in  the  service 
of  the  United  States  for  such  pupose  shall  be  determined, 
pursuant  to  agreement  between  the  Administrator  and  such 
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physicians,  without  regard  to  the  civil-service  or  classifica¬ 
tion  laws;  and  such  fees  shall  be  paid  by  the  Managing 
Trustee  directly  from  the  Trust  Fund  on  certification  by  the 
Administrator  and  prior  to  any  action  thereon  by  the  General 
Accounting  Office. 

“(b)  The  Congress  hereby  finds  and  declares  that  re¬ 
habilitation  of  disabled  individuals  who  are  or  may  become 
entitled  to  benefits  for  extended  disability  under  section  201 
serves  at  least  three  very  desirable  purposes — it  promotes 
the  welfare  of  the  individual,  conserves  the  assets  of  the 
National  Social  Insurance  Trust  Fund,  and  increases  the 
potential  economic  product  of  the  Nation.  It  is,  therefore, 
the  policy  of  the  Congress  that  the  Administrator,  to  the 
greatest  extent  practicable,  shall  attempt  to  rehabilitate  and 
return  to  the  labor  market  disabled  persons  who  are  or  may 
become  entitled  to  benefits  under  section  201  by  reason  of 
extended  disability. 

“(c)  The  Administrator  shall  make  provision  for  fur¬ 
nishing  medical,  surgical,  training,  and  other  rehabilitation 
services  to  disabled  individuals  when  it  appears  to  his  satis¬ 
faction  that  such  individuals  are  or  may  become  entitled  to 
receive  benefits  for  extended  disability  under  section  201, 
if  lie  believes  such  services  may  aid  in  enabling  such  indi¬ 
viduals  to  return  to  gainful  work.  Insofar  as  practicable, 
the  Administrator  shall,  in  furnishing  such  services,  utilize 
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1  the  services  and  facilities  of  State  agencies  (or  correspond- 

2  ing  agencies  in  the  case  of  territories  or  possessions)  coop- 

3  erating  with  him  in  carrying  out  the  purposes  of  the  Voca- 

4  tional  Rehabilitation  Act,  as  amended,  and  shall  reimburse 

5  such  agencies  for  the  cost  thereof  (other  than  so  much  of 

6  such  cost  as  is  included  under  section  3  (a)  (4)  of  such 

7  Act) .  There  is  hereby  authorized  to  be  appropriated  for 

8  each  fiscal  year  from  the  National  Social  Insurance  Trust 

9  Fund  such  amount  as  may  be  necessary  for  the  purposes 

10  of  this  subsection. 

11  “(d)  In  any  case  in  which  an  individual  has  refused 

12  to  submit  himself  for  examination  or  reexamination  in  ac- 

13  cordance  with  regulations  of  the  Administrator,  or  has  with- 

14  out  good  cause  refused  to  accept  rehabilitation  services  after 

15  being  directed  by  the  Administrator  to  do'  so,  the  Adminis- 

16  trator  may  find,  solely  because  of  such  refusal,  that  such 

17  individual  is  not  under  a  disability  or  extended  disability, 
16  or  that  his  disability  or  extended  disability,  previous^  deter- 
19  mined  to  exist,  has  ceased.  The  Administrator  may  find 
26  that  an  individual  is  not  under  a  disability  or  extended  dis- 

21  ability,  or  that  a  disability  or  extended  disability  previously 

22  determined  to  exist,  has  ceased,  if  such  individual  is  outside 

23  the  United  States  and  the  Administrator  finds  that  adequate 

24  provisions  do  not  exist  for  determining  or  redetermining 
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such  individual’s  disability  or  extended  disability,  or  for 
rehabilitation  of  such  individual. 

“cooperation  with  public  and  private  agencies  and 

GROUPS 

“Sec.  210.  The  Administrator  is  authorized  to  secure 
the  cooperation  of  appropriate  agencies  of  the  United  States, 
of  States,  or  of  the  political  subdivisions  of  States  and  the 
cooperation  of  private  medical,  dental,  hospital,  nursing, 
health,  educational,  social,  and  welfare  groups  or  organiza¬ 
tions,  and  where  necessary  to  enter  into  working  agreements 
with  any  of  such  public  or  private  agencies,  organizations, 
or  groups  in  order  that  the  advice  and  services  of  these  vari¬ 
ous  agencies,  organizations,  and  groups  may  be  utilized  in 
the  efficient  administration  of  this  title.” 

ADJUSTMENTS  ON  ACCOUNT  OF  ERRORS 
Sec.  203.  Subsection  (a)  of  the  section  of  the  Social 
Security  Act  redesignated  as  section  211  (by  section  201  of 
this  Act)  is  amended  to  read: 

“(a)  Whenever  the  Administrator  finds  that  more  or 
less  than  the  correct  amount  has  been  paid  to  an  individual 
under  this  title  or  that  amounts  due  an  individual  have  not 
been  paid  to  him  (which  amounts  shall  include  the  amount 
of  any  uncashed  check),  proper  adjustment  shall  be  made, 
under  regulations  prescribed  by  the  Administrator,  as  fol- 
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lows:  (1)  With  respect  to  payments  of  more  than  the 
correct  amount  the  Administrator,  in  his  discretion,  shall 
decrease  any  payment  to  which  such  individual  is  or  becomes 
entitled  under  this  title  or  shall  decrease  any  payments 
payable  under  this  title,  either  before  or  after  the  death 
of  such  overpaid  individual,  to  any  other  individual  with 
respect  to  the  wages  or  self-employment  income  which  were 
the  basis  of  any  payment  to  such  overpaid  individual;  (2) 
with  respect  to  payments  of  less  than  the  correct  amount 
and  with  respect  to  amounts  found  to  be  due  an  individual 
but  not  paid  to  him,  the  Administrator  shall  make  pay¬ 
ment  thereof  to  the  individual  to  whom  such  amount  is 
owing  or,  in  the  case  of  the  death  of  such  individual  before 
such  adjustment  is  completed,  the  Administrator  shall  do 
whichever  of  the  following  he  deems  will  best  carry  out 
the  purposes  of  this  title:  refuse  to  make  such  payment, 
make  such  payment  to  the  estate  of  such  underpaid  indi¬ 
vidual,  or  make  such  payment  to  any  other  individual  or 
individuals  payment  to  whom  the  Administrator  finds  to 
be  in  accordance  with  the  purposes  of  this  title.” 

PENALTIES 

Sec.  204.  The  section  of  the  Social  Security  Act  re¬ 
designated  as  section  212  (by  section  201  of  this  Act)  is 
amended  to  read: 
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“penalties 

“Sec.  212.  (a)  Whoever — 

“  ( 1 )  makes  or  causes  to  be  made  any  false  state¬ 
ment  of  a  material  fact  in  any  application  for  any  pay¬ 
ment  under  this  title,  or 

“  ( 2 )  makes  or  causes  to  be  made  and  presents  or 
causes  to  be  presented  to  the  Administrator,  or  to  any 
officer  or  employee  of  the  Federal  Security  Agency,  any 
false  statement,  representation,  affidavit,  or  document 
which  is  presented  for  use  in  determining  rights  to  pay¬ 
ments  under  this  title,  or 

“(3)  with  intent  to  defraud  the  United  States, 
negotiates  or  causes  to  be  negotiated,  or  willfully  re¬ 
tains,  any  check  in  payment  of  any  benefit  under  this 
title  knowing  that  the  payee  of  such  check  has  no  law¬ 
ful  right  thereto,  or 

“(4)  having  made  application  to  receive  payments 
under  this  title  for  the  use  of  another  and  having  re¬ 
ceived  such  payments,  willfully  expends  them  otherwise 
than  for  the  benefit  of  such  other  person,  or 

“(5)  transfers  by  sale,  or  otherwise,  with  intent 
to  defraud  the  United  States  in  any  manner,  an  em¬ 
ployee’s  social-security  account  number  card,  issued  by 
the  United  States,  or 
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"(6)  willfully  conceals  or  fails  to  disclose  the  oc¬ 
currence  of  any  event  which  he  has  agreed  to  disclose  in 
an  application  for  payments  under  this  title,  and  there¬ 
after  receives  payments  under  this  title  as  a  result  of 
such  concealment  or  failure  to  disclose,  or 

“(7)  for  the  purpose  of  causing  any  entry  of  any 
item  to  be  made  in  the  records  of  wages  and  self-employ¬ 
ment  income  maintained  by  the  Administrator  under 
this  title  or  for  the  purpose  of  causing  any  revision  in 
or  deletion  of  any  entry  in  such  records,  or  for  the 
purpose  of  causing  any  omission  of  any  entry  in  such 
records  or  for  the  purpose  of  preventing  the  correction  or 
revision  of  any  entry  in  such  records,  makes  or  causes  to 
be  made  any  false  statement  or  representation  to  the 
United  States  (including  any  false  statement  or  repre¬ 
sentation  in  connection  with  any  matter  arising  under  the 
Federal  Insurance  Contributions  Act  or  the  Federal  Self- 
Employment  Contributions  Act)  as  to  the  amount  of 
any  wages  or  remuneration  paid  or  received,  or  the 
period  during  which  earned  or  paid,  or  the  person  to 
whom  or  by  whom  paid,  or  as  to  the  amount  of  any  self- 
employment  income  derived  or  the  period  during  which 
derived  or  the  person  by  whom  derived, 
shall  be  guilty  of  a  misdemeanor  and  upon  conviction  thereof 
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shall  be  fined  not  more  than  $1,000  or  imprisoned  for  not 
more  than  one  year,  or  both. 

“(b)  No  person  shall  he  prosecuted,  tried,  or  punished 
for  any  offense  under  this  section  unless  the  indictment  is 
found  or  the  information  is  instituted  within  three  years 
after  such  offense  is  discovered  by  the  Administrator.” 

WAGE  RECORDS  AND  APPLICATIONS 

Sec.  205.  (a)  Subsection  (h)  of  the  section  of  the 
Social  Security  Act  redesignated  as  section  213  (by  section 
201  of  this  Act)  is  amended  by  striking  out  “wife,  widow, 
child,  or  parent,”  and  inserting  in  lieu  thereof  “wife,  hus¬ 
band,  widow,  widower,  former  wife  divorced,  child,  or 
parent,”. 

(b)  Subsection  (c)  of  such  section  is  amended  to  read : 

“(c)  (1)  On  the  basis  of  information  obtained  by  or 
submitted  to  the  Administrator,  and  after  such  verification 
thereof  as  he  deems  necessary,  the  Administrator  shall  estab¬ 
lish  and  maintain  records  of  the  amounts  of  wages  paid  to, 
and  the  amount  of  self-employment  income  derived  by,  each 
individual  and  of  the  periods  in  which  such  wages  were  paid 
or  such  income  derived  and,  upon  request,  shall  inform  any 
individual  or  his  survivor  of  the  amounts  of  wages  and  self- 
employment  income  of  such  individual  and  the  periods  dur¬ 
ing  which  such  wages  were  paid  or  such  income  derived,  as 
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shown  by  such  records  at  the  time  of  such  request.  Such 
records  shall  be  evidence,  for  the  purpose  of  proceedings  be¬ 
fore  the  Administrator  or  any  court,  of  the  amounts  of  such 
wages  and  self-employment  income  and  the  periods  in  which 
such  wages  were  paid  or  such  income  derived,  and  the  ab¬ 
sence  of  an  entry  as  to  an  individual’s  wages  or  self-employ¬ 
ment  income  in  such  records  for  any  period  shall  be  evidence 
that  no  wages  were  paid  to  or  self-employment  income  de¬ 
rived  by  such  individual  in  such  period. 

“  (2)  For  purposes  of  this  subsection  the  term  ‘account¬ 
ing  period’  means  a  calendar  quarter  in  the  case  of  wages 
and  a  contribution  year  (within  the  meaning  of  the  Federal 
Self-Employment  Contributions  Act)  in  the  case  of  self- 
employment  income;  the  term  ‘time  limitation’  means  (A) 
a  period  of  one  year  and  three  months  in  the  case  of  self- 
employment  income  (except  that  for  any  contribution  year 
ending  prior  to  January  1,  1952,  it  means  the  one  year  and 
three  months  period  following  such  year  or  the  period  end¬ 
ing  January  1,  1952,  whichever  is  later) ,  and  (B)  a  period 
of  four  years  and  one  month  in  the  case  of  wages;  and  the 
term  ‘survivor’  means  an  individual’s  spouse,  former  wife 
divorced,  child,  or  parent,  who  survives  such  individual. 

“(3)  Prior  to  the  expiration  of  the  time  limitation  fol¬ 
lowing  any  accounting  period  in  which  wages  were  paid  or 
alleged  to  have  been  paid  to  an  individual  or  in  which  self- 
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employment  income  was  derived  or  alleged  to  have  been 
derived  by  an  individual,  the  Administrator  may  revise  bis 
records  of  the  wages  and  self-employment  income  of  such 
individual  for  such  period.  After  the  expiration  of  the  time 
limitation  following  any  accounting  period  the  records  of 
the  Administrator  as  to  the  wages  paid  or  the  self-employ¬ 
ment  income  derived  in  such  period,  and  the  time  during 
which  such  wages  were  paid  or  such  income  was  derived, 
shall  be  conclusive  for  purposes  of  this  title  except  as  pro¬ 
vided  in  paragraphs  (4)  and  (5) . 

“(4)  After  the  expiration  of  the  time  limitation  fol¬ 
lowing  any  accoimting  period  in  which  wages  were  paid 
or  alleged  to  have  been  paid  to  an  individual  or  in  which 
self-employment  income  was  derived  or  alleged  to  have 
been  derived  by  an  individual,  the  Administrator  may  revise 
his  records  of  the  wages  and  self-employment  income  of 
such  individual  for  such  period  (A)  if  an  application  for 
benefits  or  for  a  lump-sum  death  payment  is  filed  within 
such  time  limitation,  or  (B)  if  within  the  tune  limitation 
a  request  for  revision  is  made  and  it  is  alleged  in  writing 
by  the  individual  or  his  survivor  that  the  records  of  his 
wages  or  self-employment  income  for  such  accounting  period 
are  in  one  or  more  respects  erroneous,  or  (0)  in  accordance 
with  contribution  returns  or  portions  thereof  filed  within 
the  time  limitation  with  the  Commissioner  of  Internal  Eev- 
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enue  pursuant  to  the  Federal  Self-Employment  Contribu¬ 
tions  Act,  except  that  in  no  case  may  any  revision  be  made 
pursuant  to  clause  (A)  after  a  final  decision  upon  the 
application  for  benefits  or  lump-sum  death  payment,  or 
pursuant  to  clause  (B)  after  a  final  decision  upon  the 
request  for  revision.  Written  notice  of  the  Administrator’s 
decision  on  any  request  for  revision  pursuant  to  clause  (B) 
shall  he  given  to  the  individual  concerned  or  his  survivor. 

“  (5)  After  the  expiration  of  the  time  limitation  follow¬ 
ing  an}^  accounting  period  in  which  wages  were  paid  or 
alleged  to  have  been  paid  to  an  individual  or  in  which  self- 
employment  income  was  derived  or  alleged  to  have  been 
derived  by  an  individual,  the  Administrator  may  also  (A) 
delete  or  reduce  any  entry  with  respect  to  wages  or  self- 
employment  income  for  such  accounting  period  which  is  er¬ 
roneous  as  a  result  of  fraud  or  misrepresentation,  or  (B) 
delete  or  reduce  any  entry  with  respect  to  self-employment 
for  such  accounting  period,  if  it  appears  to  the  Administra¬ 
tor  that  such  entry  is  in  one  or  more  respects  erroneous, 
except  that  no  such  deletion  or  reduction  of  self-employment 
income  may  be  made  after  the  expiration  of  four  years  and 
three  months  following  such  accounting  period,  or  (O')  revise 
any  entry  with  respect  to  wages  in  such  accounting  period 
or  include  in  his  records  of  such  accounting  period  any 
omitted  item  of  wages  to  conform  his  records  to  tax  or  con- 
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tribution  returns  or  portions  thereof  (including  information 
returns  and  other  statements)  filed  with  the  Commissioner 
of  Internal  Revenue  under  the  Federal  Insurance  Contribu¬ 
tions  Act,  or  title  VIII  of  the  Social  Security  Act  or  regula¬ 
tions  made  under  authority  thereof,  and  to  information  re¬ 
turns  filed  by  a  State  pursuant  to  an  agreement  under  section 
204  or  regulations  of  the  Administrator  thereunder,  or  (D) 
correct  errors  made  in  the  allocation  to  individuals  or  account¬ 
ing  periods  of  wages  or  self-employment  income  entered  in 
the  records  of  the  Administrator,  or  (E)  correct  errors  ap¬ 
parent  on  the  face  of  the  Administrator’s  records,  or  (F) 
transfer  items  to  records  of  the  Railroad  Retirement  Board 
in  the  event  such  items  were  credited  under  this  title  when 
they  should  have  been  credited  under  the  Railroad  Retire¬ 
ment  Act  or  to  include  items  transferred  by  the  Railroad 
Retirement  Board  which  have  been  credited  under  the  Rail¬ 
road  Retirement  Act  when  they  should  have  been  credited 
under  this  title,  or  (G)  correct  any  entry  with  respect  to 
wages  for  such  accounting  period  which  has  been  deleted  or 
reduced  pursuant  to  tax  or  contribution  returns  or  portions 
thereof  (including  information  returns  and  other  written 
statements)  filed  with  the  Commissioner  of  Internal  Revenue 
under  the  Federal  Insurance  Contributions  Act  or  title 
VIII  of  the  Social  Security  Act  or  regulations  made  under 
authority  thereof,  or  pursuant  to  information  returns  filed 
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by  a  State  pursuant  to  ail  agreement  under  section  204  or 
regulations  of  the  Administrator  thereunder,  where  such 
deletion  or  reduction  was  erroneous  and  (if  such  returns  were 
filed  within  the  limitation  period)  neither  the  individual 
whose  wage  record  is  involved  nor  his  survivor  had  knowl¬ 
edge  of  such  deletion  or  reduction  within  such  time  limitation. 
Written  notice  of  any  correction  or  revision  under  this  para¬ 
graph  and  paragraphs  (3)  and  (4)  which  results  in  a  dele¬ 
tion  or  reduction  will  be  given  to  the  individual  whose  record 
is  involved  or  his  survivor,  except  that  in  the  case  of  a  dele¬ 
tion  or  reduction  with  respect  to  any  entry  of  wages  such 
notice  shall  be  given  only  if  such  individual  or  his  survivor 
has  previously  been  notified  of  the  amount  of  such  individual’s 
wages  for  the  accounting  period  involved,  as  shown  by  the 
Administrator’s  records  prior  to  such  correction  or  revision. 

“(6)  Upon  request  in  writing,  within  such  period  after 
any  correction,  revision,  or  refusal  of  a  request  for  revision 
of  his  records  pursuant  to  this  subsection  as  the  Adminis¬ 
trator  may  prescribe,  opportunity  for  hearing  with  respect 
to  such  correction,  revision,  or  refusal  shall  be  afforded  to 
any  individual  or  his  survivor.  No  evidence  may  be  intro¬ 
duced  at  any  such  hearing  on  any  change  of  records  pur¬ 
suant  to  paragraph  (5)  hereof  unless  it  relates  to  such 
change  or  the  authority  of  the  Administrator  to  make  it. 
If  a  hearing  is  held  pursuant  to  this  paragraph,  the  Admin- 
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istrator  shall  make  findings  of  fact  and  a- decision  based  on 
the  evidence  adduced  at  such  hearing  and  shall  revise  his 
records  as  may  be  required  by  such  findings  and  decision. 

“(7)  Decisions  of  the  Administrator  under  this  sub¬ 
section  shall  be  reviewable  by  commencing  a  civil  action  in 
the  district  court  of  the  United  States  as  provided  in  sub¬ 
section  (g)  hereof.” 

(c)  Subsection  (m)  of  such  section  is  amended  to 

read: 

“  (m)  No  application  for  any  benefit  under  paragraph 
(2)  of  subsection  (a)  of  section  201  filed  prior  to  seven 
months  before  the  first  month  for  which  the  applicant  be¬ 
comes  entitled  to  receive  such  benefit  shall  be  accepted 
as  an  application  for  purposes  of  this  title;  and  no  applica¬ 
tion  for  any  benefit  under  subsection  (a)  (1),  (b) ,  (c), 

(d),  (e),  (f),  (h) ,  or  (i)  of  such  section  filed  prior  to 
three  months  before  the  first  month  for  which  the  applicant 
becomes  entitled  to  receive  such  benefit  shall  be  accepted 
as  an  application  for  purposes  of  this  title.” 

SPECIAL  PROVISIONS  IN  CASES  OF  DECEASED  WORLD  WAR  11 

VETERANS 

Section  206.  Paragraphs  (1),  (2),  and  (3)  of  sub¬ 
section  (a)  of  the  section  of  the  Social  Security  Act  re 
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designated  as  section  216  (by  section  201  of  this  Act)  are 
amended  to  read : 

“  ( 1 )  to  have  been  insured  under  the  provisions  of 
section  205  (a)  when  be  died; 

“  (2)  to  have  an  average  monthly  wage  of  not  less 
than  $160;  and 

i 

“(3)  for  the  purposes  of  section  202,  to  have  a 
year  of  coverage  for  any  year  in  which  he  had  thirty 
days  or  more  of  active  service  after  September  16, 
1940.” 

EFFECTIVE  DATES 

Sec.  207  (a)  For  purposes  of  this  section,  an  “amended” 
clause,  paragraph,  subparagraph,  subsection,  or  section  means 
a  clause,  paragraph,  subparagraph,  subsection,  or  section  of 
title  II  of  the  Social  Security  Act  as  amended  (or  renum¬ 
bered)  by  this  Act;  and  a  “prior”  clause,  paragraph,  sub- 
paragraph,  subjection,  or  section  means  a  clause,  paragraph, 
subpara  graph,  subsection,  or  section  of  title  II  of  the  Social 
Security  Act  as  in  effect  prior  to  amendment  (or  renum¬ 
bering)  by  this  Act. 

(b)  The  following  provisions  shall  be  effective  as  of 
January  1,  1949: 

(1)  The  amended  section  203  (a)  (2)  and  the 

amended  section  205  (g) . 
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1  (2)  The  amended  section  213  (c)  (1),  in  lieu  of  the 

2  prior  section  205  (c)  (1). 

3  (3)  The  amended  section  205  (e)  (other  than  the 

4  second  sentence  thereof) ,  in  lieu  of  so  much  of  the  provi- 

5  sions  of  the  prior  section  209  (g)  as  follow  subparagraph 

6  (2)  thereof  (other  than  the  second  sentence  following  such 

7  subparagraph  (2)  ) . 

8  (c)  The  following  provisions  shall  be  effective  July  1, 

9  1949: 

10  (1)  So  much  of  the  provisions  of  the  amended  subsec- 

11  tions  (b)  (1),  (c)  (1),  (d)  (1),  (e)  (l),and  (f)  (1) 

12  of  section  201  as  relate  to  termination  of  entitlement  to  ben- 

13  efits  under  such  subsections,  in  lieu  of  so  much  of  the  pro- 

14  visions  of  the  prior  subsections  (b)  (1),  (c)  (1),  (d)  (JL), 

15  (e)  (1),  and  (f)  (1)  of  section  202  as  relate  to  termina- 

16  tion  of  entitlement  to  benefits  under  such  subsections. 

17  (2)  The  amended  section  201  (j),  in  lieu  of  the  prior 

18  section  202  (h) ,  and  the  amended  section  206  (f) ,  in  lieu 
79  of  the  prior  section  203  (g) . 

20  (3)  So  much  of  the  provisions  of  the  amended  section 

21  208  (f)  (2)  as  relate  to  termination  of  entitlement  to  bene- 

22  fits  under  title  II  of  the  Social  Security  Act. 

23  '(J)  The  following  provisions  shall  be  effective  in  the 
34  case  of  applications  for  benefits  under  title  II  of  the  Social 

Security  Act  filed  after  June  30,  1949; 
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(1)  The  amended  section  201  (a)  (1),  in  lieu  of  the 
prior  section  202  (a),  and  the  amended  section  213  (m) , 
in  lieu  of  the  prior  section  205  (m) . 

(2)  Except  for  the  provisions  included  in  paragraph 

(1)  of  subsection  (c)  of  this  section,  the  amended  subsec¬ 
tions  (b),  (d),  (e),  and  (f)  of  section  201,  in  lieu  of 
the  prior  subsections  (b),  (d),  (e),and  (f) ,  respectively, 
of  section  202,  the  amended  paragraphs  (1)  and  (3)  of 
section  201  (c),  in  lieu  of  the  prior  paragraphs  (1)  and 

(2) ,  respectively  of  section  202  (c),  and  the  amended 
paragraphs  (4),  (5),  (6),  (7),  and  (8)  of  section  201 
(c),  in  lieu  of  the  prior  paragraphs  (3)  and  (4)  of 
section  202  (c) . 

(3)  Except  for  the  provisions  included  in  paragraph 

(3)  of  subsection  (c)  of  this  section,  the  amended  para¬ 
graphs  (a),  (b),  (e),  and  (f)  of  section  208,  in  lieu  of 
the  prior  paragraphs  (i),  (j),  (k) ,  and  (m)  of  section  209. 

(4)  Except  for  the  provisions  included  in  paragraph 
(3)  of  subsection  (b)  of  this  section,  the  amended  sub¬ 
sections  (a)  and  (e)  of  section  205,  in  lieu  of  the  prior 
paragraph  (g)  of  section  209. 

(5)  The  amended  section  205  (b),  in  lieu  of  the 
prior  section  209  (li),  the  amended  section  216  (a-)  (1), 
in  lieu  of  the  prior  section  210  (c)  (1),  and  the  amended 
section  202  (g) ,  in  lieu  of  the  prior  section  209  (q) . 
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(e)  The  amended  section  201  (g) ,  in  lieu  of  the  prior 
section  202  (g) ,  shall  be  effective  in  the  case  of  applications 
filed  with  respect  to  the  wages  or  self-employment  income  of 
an  individual  who  dies  after  June  30,  1949. 

(f)  (1)  The  amended  paragraphs  (2),  (3),  and  (4) 
of  section  206  (b),  in  lieu  of  the  prior  paragraph  (3)  of 
section  203  (d),  shall  be  effective  in  the  case  of  benefits 
payable  under  title  II  of  the  Social  Security  Act  for  any 
month  after  June  1949. 

(2)  The  amended  section  206  (a),  in  lieu  of  the  prior 
section  203  (a),  shall  be  effective  in  the  case  of  benefits 
(other  than  benefits  included  under  section  208  of  this  Act) 
payable  under  title  II  of  the  Social  Security  Act  for  any 
month  after  June  1949. 

(g)  The  following  provisions  shall  be  effective  in  the 
case  of  monthly  benefits  payable  for  any  month  after  June 
1949,  and  lump-sum  death  payments  payable  after  such 
date,  under  title  II  of  the  Social  Security  Act  with  respect 
to  the  wages  or  self-employment  income  of  an  individual 

(1)  who  becomes  entitled  to  primary  insurance  benefits  on 
the  basis  of  an  application  filed  after  June  30,  1949,  or 

(2)  who  died  after  such  date  and  was  not  entitled  to  a 
primary  insurance  benefit  for  any  month  prior  to  July  1, 
1949,  or  (3)  who  died  prior  to  July  1,  1949,  if  no  monthly 
benefits  and  no  lump-sum  death  payment  are  payable  with 
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respect  to  his  wages  or  self-employment  income  prior  to 
such  date: 

(A)  The  amended  subsections  (a),  (b),  (c),  (d), 
and  (h)  of  section  202,  in  lieu  of  the  prior  paragraphs 
(e)  and  (f)  of  section  209; 

(B)  The  amended  paragraph  (3)  of  section  216 
(a),  in  lieu  of  the  prior  paragraph  (3)  of  section 
210  (a). 

Notwithstanding  the  provisions  of  subsection  (e)  of  this  sec¬ 
tion  and  clause  (3)  of  this  subsection,  if  application  for  a 
lump-sum  death  payment  is  filed  after  June  30,  1949,  with 
respect  to  the  wages  or  self-employment  income  of  any  in¬ 
dividual  who  died  prior  to  July  1,  1949,  the  amount  of  such 
payment  shall  he  determined  in  accordance  with  the  provi¬ 
sions  of  the  amended  section  201  (g)  and  the  amended 
subsections  (a),  (h),  (c),and  (d)  of  section  202. 

(h)  The  following  provisions  shall  be  effective  in  the 
case  of  services  rendered  and  in  the  case  of  engaging  in 
self-employment  after  June  30,  1949: 

(1)  The  amended  paragraph  (1)  of  section  206  (b), 
in  lieu  of  the  prior  paragraph  (1)  of  section  203  (d). 

(2)  The  amended  subsection  (d)  of  section  206,  in 
lieu  of  the  prior  subsection  (e)  of  section  203. 

(i)  The  amended  section  211  (a)  shall  he  effective,  in 
lieu  of  the  prior  section  204  (a) ,  in  the  case  of  findings 
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by  the  Federal  Security  Administrator,  made  after  the  date 
of  enactment  of  this  Act,  that  more  or  less  than  the  correct 
amount  has  been  paid  to  an  individual  under  title  II  of  the 
Social  Security  Act. 

(j)  The  additional  one-fourth  of  a  primary  insurance 
benefit  (in  the  case  of  death  of  the  insured  individual)  under 
the  provisions  of  the  amended  section  201  (c)  (3)  and  the 
substitution  of  three-fourths  of  a  primary  insurance  benefit 
in  the  amended  paragraphs  (1)  and  (2)  of  section  201  (f) 
for  one-half  of  such  a  benefit  in  the  prior  paragraphs  (1) 
and  (2)  of  section  202  (f)  shall  be  applicable  in  the  case 
of  child’s  or  disabled  child’s  insurance  benefits  and  parent’s 
insurance  benefits,  respectively,  payable  for  any  month  after 
June  1949. 

(k)  The  remaining  provisions  of  the  amended  sec¬ 
tions,  in  lieu  of  the  remaining  provisions  of  the  prior  sec¬ 
tions,  shall  be  effective  January  1,  1950. 

(l)  (1)  Any  individual  entitled,  prior  to  July  1,  1949, 
to  widow’s  current  insurance  benefits  under  the  prior  sec¬ 
tion  202  (e)  who  would,  but  for  the  enactment  of  this 
Act,  be  entitled  to  such  benefits  for  July  1949  shall  be 
deemed  to  be  entitled  to  mother’s  insurance  benefits  under 
the  amended  section  201  (e)  to  the  same  extent  as  though 
she  became  entitled  to  such  mother’s  insurance  benefits  in 
July  1949. 
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(2)  Any  individual  entitled,  prior  to  July  1,  1949,  to 
any  other  monthly  insurance  benefits  under  the  prior  sec¬ 
tion  202  who  would,  hut  for  the  enactment  of  this  Act, 
be  entitled  to  such  benefits  for  July  1949  shall  be  deemed 
to  be  entitled  to  such  benefits  under  the  amended  section  201 
to  the  same  extent  as  though  such  individual  became  en¬ 
titled  to  such  benefits  under  such  amended  section  in  July 
1949. 

(3)  There  shall  be  no  recomputation  of  the  benefits 
under  title  II  of  the  Social  Security  Act  of  individuals  in¬ 
cluded  in  paragraph  (1)  or  (2)  of  this  subsection  except 
as  provided  under  the  amended  section  202  (g),  under 
subsection  (j)  of  this  section,  or  under  section  208  of  this 
Act. 

(m)  In  the  case  of  any  individual  (1)  who  died  after 
December  1939  but  prior  to  the  date  of  enactment  of  this 
Act,  (2)  who  was  not  a  fully  insured  individual  under  the 
prior  section  209  (g)  as  in  effect  at  the  time  of  his  death, 
and  ( 3 )  who  is  insured  under  the  provisions  of  the  amended 
section  205  (a) ,  a  parent  of  such  individual  shall  be  deemed 
to  have  met  the  requirement,  in  the  amended  section  201 
(f)  (1)  (E),  of  fifing  proof  of  support  within  two  years 
of  the  date  of  such  individual’s  death  if  such  proof  is  filed 
within  two  years  of  the  date  of  such  enactment. 


105 


1  INCREASE  IN  BENEFITS  IN  FORCE  BEFORE  JULY  1,  1949 

2  Sec.  208.  (a)  Except  as  provided  in  subsection  (d)  the 

3  amount  of  any  monthly  benefit  payable  under  title  II  of  the 

4  Social  Security  Act  for  any  month  after  June  30,  1949, 

5  with  respect  to  the  wages  or  self-employment  income  of  any 

6  individual  who  became  entitled  to  primary  insurance  benefits 

7  or  died  prior  to  July  1,  1949,  shall  be  increased,  the  amount 

8  of  such  increase  to  be  determined  by  use  of  the  following 

9  table : 

TABLE 


A 

Present  primary  insurance  benefit 

B 

Increased  pri¬ 
mary  insurance 
benefit 

C 

Total  of  bene¬ 
fits  payable  on 
new  primary 
insurance 
benefit 

$10.00 _  _ 

$25.  00 

$40.  00 

$11.00 _ 

28.  60 

43.  70 

$12.00 _ 

31.  20 

47.  60 

$13.00 _ 

33.  20 

50.  50 

$14.00 _ 

34.  90 

53.  00 

$15.00 _ _ _ 

36.  40 

55.  10 

$16.00  _ 

37.  70 

56.  90 

$17.00 _ 

38.  90 

58.  70 

$18.00 _ 

40.  00 

60.  80 

$19.00 _ 

40.  70 

63.  60 

$20.00  _ 

41.  60 

67.  50 

$21.00 _ 

42.  80 

73.  00 

$22.00 _ 

44.  50 

80.  80 

$23.00 _ 

47.  00 

92.  60 

$24.00 _ 

49.  10 

102. 60 

$25.00  _ 

50.  90 

110.  60 

$26.00  _ 

52.  50 

117. 20 

$27.00 _ 

54.  00 

123. 20 

$28.00 _ 

55.  40 

128.  80 

$29.00  _  _ 

56.  70 

134.20 

$30.00 _ 

58.00 

139.  60 

$31.00 _ 

59.  30 

145.40 

$32.00 _ _  _ 

60.  60 

150.  00 

$33.00_ _  _ _ _  _  _ 

61.90 

150.  00 

$34.00 _ 

63.  10 

150.  00 
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TABLE — Continued 


A 

Present  primary  insurance  benefit 

B 

Increased  pri¬ 
mary  insurance 
benefit 

C 

Total  of  bene¬ 
fits  payable  on 
new  primary 
insurance 
benefit 

$35.00  _  _ 

$64. 30 

$150.  00 

$36.00  _  _  - 

65.  50 

150.  00 

$37.00  .  _  _ 

66.  70 

150.  00 

$38.00 _ _ _ _ -  _ 

67.  80 

150.  00 

$39.00  __  _ _  .  _ 

68.  70 

150.  00 

$40.00 _ 

69.  50 

150.  00 

$41.00 _ 

70.  20 

150.  00 

$42.00  .  _ _  __  _ _ 

70.  80 

150.  00 

$43.00  .  _  _  _ 

71.  30 

150.  00 

$44.00 _ 

71.  70 

150.  00 

$45.00 _  _  _ 

72.  00 

150.  00 

$46.00  _ _  __  _  ___ _ _ _ 

72.  20 

150.  00 

(b)  (1)  The  amount  of  the  primary  insurance  benefit 
of  any  such  individual  referred  to  in  subsection  (a)  which 
appears  in  column  A  of  the  table  shall  be  increased  to  the 
amount  which  appears  on  the  same  line  in  column  B  of 
such  table;  (2)  the  amount  of  any  monthly  benefit  (other 
than  the  primary  insurance  benefit)  payable  with  respect 
to  the  wages  or  self-employment  income  of  such  individual 
and  of  any  lump-sum  death  payment  payable  with  respect 
to  the  wages  or  self-employment  income  of  such  individual 
who  died  after  June  30,  1949,  shall,  subject  to  the  pro¬ 
visions  of  clause  (3)  hereof,  be  such  percentage  of  his  in¬ 
creased  primary  insurance  benefit  as  is  provided  for  such 
other  benefit  in  section  201  of  the  Social  Security  Act,  as 
amended  by  this  Act;  (3)  if  the  total  of  the  benefits  pay- 
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able  for  any  month  (after  increase  pursuant  to  clauses  (1) 
and  (2)  hereof)  with  respect  to  the  wages  or  self-employ¬ 
ment  income  of  an  individual  exceeds  the  amount  which 
appears  in  column  C  on  the  line  on  which  there  appears  in 
column  B  the  amount  of  his  increased  primary  insurance 
benefit,  such  total  for  such  month  shall  be  reduced  to  such 
amount  which  appears  in  column  C:  Provided,  That  the 
amount  of  any  benefit  payable  with  respect  to  the  wages  or 
self-employment  income  of  any  such  individual  which,  after 
the  reductions  under  clause  (3)  have  been  made,  is  not  a 
multiple  of  $0.10  shall  be  raised  to  the  next  higher  multiple 
of  $0.10,  and  such  increase  shall  not  be  limited  by  the  pro¬ 
visions  of  such  clause  ( 3 ) . 

(c)  If  the  amount  of  the  primary  insurance  benefit  of 
any  such  individual  referred  to  in  subsection  (a)  falls  be¬ 
tween  the  amounts  on  any  two  consecutive  lines  in  column 
A  the  amount  of  such  benefit  shall  be  increased,  and  the 
amounts  of  the  benefits  pa}7able  on  the  basis  of  his  wages  or 
self-employment  income  shall  be  determined,  in  accordance 
with  regulations  of  the  Administrator  designed  to  obtain 
results  consistent  with  those  obtained  pursuant  to  subsec¬ 
tion  (b) . 

(d)  The  foregoing  provisions  of  this  section  shall  not 
be  applicable  to  any  case  to  which  the  provisions  of  section 
207  (g)  of  this  Act  are  applicable. 
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TITLE  III— AMENDMENTS  TO  THE  INTERNAL 

REVENUE  CODE 

BATE  OF  EMPLOYMENT  CONTRIBUTION 

Sec.  301.  Section  1400  of  the  Internal  Revenue  Code 
is  amended  to  read: 

“SEC.  1400.  RATE  OF  CONTRIBUTION. 

“In  addition  to  other  taxes,  there  shall,  for  the  purpose 
of  providing  funds  for  the  payment  of  benefits  under  title  II 
of  the  Social  Security  Act,  be  levied,  collected,  and  paid  upon 
the  income  of  every  individual  a  compulsory  contribution 
equal  to  the  following  percentages  of  the  wages  (as  defined 
in  section  1426  (a)  )  received  by  him  after  December  31, 
1936,  with  respect  to  employment  (as  defined  in  section 
1426  (b) )  after  such  date : 

“  (a)  With  respect  to  wages  received  during  the 
calendar  years  1939  to  1948,  both  inclusive,  and  wages 
received  during  the  period  beginning  January  1,  1949, 
and  ending  June  30,  1949,  the  rate  shall  be  1  per  cen¬ 
tum; 

“(b)  With  respect  to  wages  received  during  the 
period  beginning  July  1,  1949,  and  ending  December 
31,  1949,  the  rate  shall  be  1-|-  per  centum; 

“  (c)  With  respect  to  wages  received  after  Decem¬ 
ber  31,  1949  (other  than  for  service  in  the  employ  of 
the  United  States,  or  of  an  instrumentality  thereof  which 
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(1)  is  wholly  owned  by  the  United  States,  or  (2)  is 
exempt  from  the  contributions  imposed  by  section  1410 
by  reason  of  any  other  provision  of  law) ,  the  rate  shall 
be  2  per  centum; 

“  (d)  With  respect  to  wages  received  after  Decem¬ 
ber  31,  1949,  and  not  included  in  subsection  (c)  hereof, 
the  rate  shall  be  1^  per  centum.” 

DEDUCTION  OF  EMPLOYEE  CONTRIBUTIONS  AND  SPECIAL 

REFUNDS 

Sec.  302.  (a)  Section  1401  (a)  of  the  Internal  Rev¬ 
enue  Code  is  amended  to  read: 

“  (a)  Requirement. — The  contribution  imposed  by 
section  1400  shall  be  paid  by  the  employer,  or  collected  by 
him  of  the  employee  by  deducting  the  amount  of  the  con¬ 
tribution  from  the  wages  as  and  when  paid.” 

(b)  Section  1401  (b)  of  the  Internal  Revenue  Code 
is  amended  to  read: 

“  (b)  Indemnification  of  Employer, — Every  em¬ 
ployer  shall  be  liable  for  payment  of  the  contributions  re¬ 
quired  under  section  1400  of  individuals  in  bis  employ, 
whether  or  not  be  deducts  such  contributions  from  wages. 
If  be  makes  such  deductions,  be  shall  be  mdemnified  against 
the  claims  and  demands  of  any  person  for  the  amount  of 
the  contributions  paid  by  such  employer.” 


110 


1 

o 

i-l 

3 

4 

5 

6 

7 

8 
9 

10 

11 


12 


13 

14 

15 

16 

17 

18 
19 


20 


21 

22 


OO 

Zo 


24 


25 


(c)  Section  1401  (d)  (2)  of  the  Internal  Revenue 
Code  is  amended  to  read: 

“  (2)  Wages  received  after  i  946. —If  by  reason 
of  an  employee  receiving  wages  from  more  than  one 
employer  during  the  calendar  year  1947,  1948,  or  1949, 
the  wages  received  by  him  during  such  year  exceed 
$3,000,  or  if  by  reason  of  an  employee  receiving  wages 
from  more  than  one  employer  during  any  calendar  year 
after  the  calendar  year  1949,  the  wages  received  by 
him  during  such  year  exceeded  $4,800,  the  employee 
shall  he  entitled  to  a  refund  of  any  amount  of  tax  or 
contribution,  with  respect  to  such  wages,  imposed  by 
section  1400  and  deducted  from  the  employee’s  wages 
(whether  or  not  paid  to  the  collector) ,  which  exceeds 
the  tax  or  contribution  with  respect  to  the  first  $3,000 
of  such  wages  for  the  calendar  year  1947,  1948,  or 
1949,  or  the  first  $4,800  of  such  wages  for  any  calendar 
year  after  1949.  Refund  under  this  section  may  be 
made  in  accordance  with  the  provisions  of  law  appli¬ 
cable  in  the  case  of  erroneous  or  illegal  collection  of  the 
tax  or  contribution;  except  that  no  such  refund  shall  be 
made  unless  (A)  the  employee  makes  a  claim,  estab¬ 
lishing  his  right  thereto,  after  the  calendar  year  in  which 
the  wages  were  received  with  respect  to  which  the  re¬ 
fund  is  claimed,  and  (B)  such  claim  is  made  within  two 
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years  after  the  calendar  year  in  which  such  wages  were 
received.  No  interest  shall  be  allowed  or  paid  with 
respect  to  any  such  refund.  For  the  purposes  of  this 
paragraph  and  paragraph  ( 3 ) ,  in  the  case  of  remunera¬ 
tion  received  during  any  calendar  year  after  the  calendar 
year  1949,  the  term  ‘wages’  includes  remuneration  for 
services  covered  by  an  agreement  made  pursuant  to 
section  204  of  the  Social  Security  Act,  as  amended; 
the  term  ‘employer’  includes  a  State  or  any  political 
subdivision  thereof,  or  any  instrumentality  of  any  one 
or  more  of  the  foregoing ;  the  term  ‘tax’  or  ‘contribution’ 
includes,  in  the  case  of  services  covered  by  an  agree¬ 
ment  made  pursuant  to  section  204  of  the  Social  Se¬ 
curity  Act,  as  amended,  an  amount  equivalent  to  the  tax 
or  contribution  which  would  be  imposed  by  section 
1400,  if  such  services  constituted  employment  as  de¬ 
fined  in  section  1426;  and  the  provisions  of  this  para¬ 
graph  shall  apply  whether  or  not  any  amount  deducted 
from  the  employee’s  remuneration  pursuant  to  section 
204  of  the  Social  Security  Act,  as  amended,  has  been 
paid  to  the  Secretary  of  the  Treasury.” 

(d)  Section  1401  (d)  of  the  Internal  Revenue  Code 
is  further  amended  by  inserting  at  the  end  thereof  the  fol¬ 
lowing  new  paragraph: 

“(3)  Claim  foe  special  befund. — In  accord- 
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ance  with  regulations  made  under  this  subchapter,  a 
statement  from  the  Federal  Security  Administrator  of 
the  wages  paid  an  employee  in  any  calendar  year  after 
the  calendar  year  1949  may  be  submitted  by  such 
employee  and,  together  with  such  other  proof  as  the 
Commissioner  may  require,  shall  he  accepted  in  sup¬ 
port  of  a  claim  for  refund  under  paragraph  (2)  of  this 
section  with  respect  to  such  year.” 

RATE  OF  EMPLOYER  CONTRIBUTIONS 

Sec.  303.  Section  1410  of  the  Internal  Revenue  Code 
is  amended  to  read : 

“SEC.  1410.  RATE  OF  CONTRIBUTION. 

“In  addition  to  other  taxes,  every  employer  shall,  for 
the  purpose  of  providing  funds  for  the  payment  of  benefits 
under  title  II  of  the  Social  Security  Act,  pay  a  compulsory 
contribution  with  respect  to  having  individuals  in  his  em¬ 
ploy,  equal  to  the  following  percentages  of  the  wages  (as 
defined  in  section  1426  (a) ,  but  excluding  wages  for  serv¬ 
ice  to  which  the  provisions  of  section  1412  are  appli¬ 
cable)  paid  by  him  after  December  31,  1936,  with  respect 
to  employment  (as  defined  in  section  1426  (b)  )  after  such 
date: 

“  (a)  With  respect  to  wages  paid  during  the  calendar 
years  1939  to  1948,  both  inclusive,  and  wages  paid  during 
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the  period  beginning  January  1,  1949,  and  ending  June  30, 
1949,  the  rate  shall  be  1  per  centum; 

“(b)  With  respect  to  wages  paid  during  the  period 
beginning  July  1,  1949,  and  ending  December  31,  1949,  the 
rate  shall  be  l-§-  per  centum; 

“(c)  With  respect  to  wages  paid  after  December  31, 
1949  (other  than  for  service  in  the  employ  of  the  United 
States,  or  of  an  instrumentality  thereof  which  (1)  is  wholly 
owned  by  the  United  States,  or  (2)  is  exempt  from  the  con¬ 
tribution  imposed  by  this  section  by  virtue  of  any  other 
provision  of  law) ,  the  rate  shall  be  2  per  centum; 

“(d)  With  respect  to  wages  paid  after  December  31, 
1949,  and  not  included  in  paragraph  (c)  hereof,  the  rate 
shall  be  ly  per  centum.” 

(b)  Part  II  of  subchapter  A  of  chapter  9  of  the  Internal 
Revenue  Code  is  further  amended  by  adding  after  section 
1411  the  following  new  section: 

“SEC.  1412.  PAYMENTS  WITH  RESPECT  TO  NONPROFIT 
EMPLOYMENT. 

“In  the  case  of  any  service  performed  in  the  employ  of 
a  corporation,  community  chest,  fund,  or  foundation,  or¬ 
ganized  and  operated  exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  purposes,  or  for  the  pre- 
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vention  of  cruelty  to  children  or  animals,  no  part  of  the  net 
earnings  of  which  inures  to  the  benefit  of  any  private  share¬ 
holder  or  individual,  and  no  substantial  part  of  the  activities 
of  which  is  carrying  on  propaganda,  or  otherwise  attempting, 
to  influence  legislation,  the  employer  for  whom  such  service 
is  performed  may  pay,  at  such  time  or  times  and  subject  to 
such  terms  and  conditions  as  may  be  prescribed  in  regulations 
under  this  subchapter,  amounts  equivalent  to  the  contribu¬ 
tions  which  would  be  imposed  under  section  1410  on  such 
employer,  with  respect  to  the  wages  paid  for  such  service,  but 
for  the  exclusion  of  such  wages  from  the  provisions  of  such 
section.” 

COLLECTION  OF  CONTRIBUTIONS 

Sec.  304.  Section  1420  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read : 

“  (a)  Administration. — The  contributions  imposed  by 
this  subchapter  shall  be  collected  by  the  Bureau  of  Internal 
Revenue  under  the  direction  of  the  Secretary  and  shall  he 
paid  (together  with  interest,  penalties,  and  additions  to  the 
contributions)  into  the  National  Social  Insurance  Trust 
Fund.” 

ERRONEOUS  PAYMENTS 

Sec.  305.  Section  1422  of  the  Internal  Revenue  Code 


is  amended  to  read : 
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1  “SEC.  1422.  ERRONEOUS  PAYMENTS. 

2  “Any  contribution  paid  under  this  subchapter  by  a  per- 

3  son  with  respect  to  any  period  with  respect  to  which  he  is 

4  not  liable  for  the  contribution  under  this  subchapter  shall 

5  be  credited  against  the  tax,  if  any,  imposed  by  subchapter 

6  B  upon  such  person,  and  the  balance,  if  any,  shall  be 

7  refunded.” 

8  DEPOSITS  BY  THE  POSTMASTER  GENERAL 

9  Sec.  306.  Section  1423  (c)  of  the  Internal  Revenue 

10  Code  is  amended  to  read : 

11  “  (c)  Deposit  of  Receipts. — The  Postmaster  General 

12  shall  at  least  once  a  month  transfer  to  the  Treasury  for  de- 

13  posit  in  the  National  Social  Insurance  Trust  Pund  all  receipts 

14  so  deposited.” 

15  DEFINITION  OF  WAGES 

16  Sec.  307.  Section  1426  (a)  of  the  Internal  Revenue 

17  Code  is  amended  to  read: 

18  “(a)  Wages. — The  term  ‘wages’  means  all  remunera- 

19  tion  for  employment,  including  the  cash  value  of  all  re- 

20  numeration  paid  in  any  medium  other  than  cash  and  includ- 

21  ing  gratuities  received  after  1949  by  an  employee  in  the 

22  course  of  his  employment  from  persons  other  than  the  per- 

23  son  employing  him;  except  that  such  term  shall  not 

24  include — 
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“  ( 1 )  that  part  of  the  remuneration  paid  prior  to 
January  1,  1950,  which  would  be  excluded  under  the 
provisions  of  this  section  as  in  effect  prior  to  the  Social 
Security  Amendments  of  1949; 

“(2)  that  part  of  the  remuneration  which,  after 
remuneration  equal  to  $4,800  with  respect  to  employ¬ 
ment  has  been  paid  to  an  individual  by  an  employer 
during  any  calendar  year  after  1949,  is  paid  to  such 
individual  by  such  employer  during  such  calendar  year; 

“(3)  the  amount  of  any  payment  under  an  insur¬ 
ance  policy  or  from  a  trust  fund,  or  from  such  other 
separate  funded  account  as  may  be  determined  by  reg¬ 
ulations  under  this  subchapter,  made  after  December 
31,  1949,  to,  or  on  behalf  of,  an  employee  under  a  plan 
or  system  established  or  agreed  to  by  an  employer 
which  makes  provision  for  his  employees  generally  or 
for  a  class  or  classes  of  his  employees  (including  any 
amount  paid  after  such  date  by  an  employer  for  insur¬ 
ance  or  annuities,  or  into  a  fund,  to  provide  for  any  such 
payment)  (A)  on  account  of  death,  but  only  if  the 
employee  (i)  has  not  the  option  to  receive,  instead  of 
provision  for  such  death  benefit,  any  part  of  such  pay¬ 
ment  or,  if  such  death  benefit  is  insured,  any  part  of  the 
premiums  (or  contributions  to  premiums)  paid  by  his 
employer,  and  (ii)  has  not  the  right,  under  the  provi- 
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sions  of  the  plan  or  system  or  policy  of  insurance  pro¬ 
viding  for  such  death  benefit,  to  assign  such  benefit,  or 
to  receive  a  cash  consideration  in  lieu  of  such  benefit 
either  upon  his  withdrawal  from  the  plan  or  system 

4 

providing  for  such  benefit  or  upon  termination  of  such 
plan  or  system  or  policy  of  insurance  or  of  his  employ¬ 
ment  with  such  employer,  or  (B)  on  account  of  sickness 
or  accident  disability,  or  medical  and  hospitalization  ex¬ 
penses  in  connection  with  sickness  or  accident  disability; 

“(4)  payments  made  after  December  31,  1949, 
to  an  employee  (including  any  amount  paid  after  such 
date  by  an  employer  for  insurance  or  annuities,  or  into 
a  fund,  to  provide  for  any  such  payment)  on  account 
of  retirement; 

“  (5)  payments  (other  than  those  specified  in  sub- 
paragraph  (3)  )  made  after  December  31,  1949,  by 
an  employer  for  sickness  or  accident  disability,  or 
medical  and  hospitalization  expenses  in  connection  with 
sickness  or  accident  disability,  after  the  expiration  of 
six  months  following  the  month  in  which  the  employee 
stopped  rendering  services  for  such  employer; 

“  (6)  the  payment  made  after  December  31,  1949, 
by  an  employer  (without  deduction  from  the  remunera¬ 
tion  of  the  employee)  of  any  tax  or  contribution  re- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


118 


quired  from  an  employee  under  any  Federal  or  State 
social  insurance  law; 

“(7)  the  value  of  services  exchanged  after  De¬ 
cember  31,  1949,  for  other  services; 

“(8)  remuneration  paid  in  any  quarter  after  De¬ 
cember  31,  1949,  to  an  employee  by  an  employer  for 
service  performed  by  such  employee  for  such  employer 
in  connection  with  the  employer’s  operation  of  a  farm 
or  not  in  the  course  of  the  employer’s  trade  or  business, 
if  such  remuneration  is  less  than  $25.” 

DEFINITION  OF  EMPLOYMENT 

Sec.  308.  (a)  That  part  of  subsection  (b)  of  sec¬ 
tion  1426  of  the  Internal  Revenue  Code  which  precedes 
paragraph  ( 1 )  thereof  is  amended  to  read : 

“(b)  Employment. — The  term  ‘employment’  means 
any  service  performed  prior  to  January  1,  1940,  which  was 
employment  as  defined  in  this  section  prior  to  such  date, 
and  any  service  performed  after  December  31,  1939,  and 
prior  to  January  1,  1950,  which  was  employment  as  de- 
fined  in  this  section  as  in  effect  at  the  time  the  service  was 
performed,  and  any  service,  of  whatever  nature,  performed 
after  December  31,  1949,  either  (A)  by  an  employee  for 
the  person  employing  him,  irrespective  of  the  citizenship  or 
residence  of  either,  (i)  within  the  United  States,  or  (ii) 
on  or  in  connection  with  an  American  vessel  or  American 
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aircraft  under  a  contract  of  service  which  is  entered  into 
within  the  United  States  or  during  the  performance  of  which 
the  vessel  or  aircraft  touches  a  point  in  the  United  States, 
if  the  employee  is  employed  on  and  in  connection  with  such 
vessel  or  aircraft  when  outside  the  United  States,  or  (B) 
outside  the  United  States  by  a  citizen  or  resident  of  the 
United  States  as  an  employee  for  an  American  employer, 
except - 

(b)  Such  section  1426  (b)  is  further  amended  by 
striking  out  paragraphs  (1),  (2),  (3),  (13),  (14),  and 
(15)  and  by  redesignating  paragraphs  (4),  (5),  (6),  (7), 
(8),  (9),  (10),  (11),  (12),  and  (16)  as  paragraphs 

(1) ,  (2),  (4),  (5),  (6),  (7),  (8),  (9),  (10),  and 
(11),  respectively. 

(c)  Such  section  1426  (b)  is  further  amended  by  in¬ 
serting  after  the  paragraph  herein  redesignated  as  paragraph 

( 2 )  the  following  new  paragraph : 

0 

“  (3)  Service  performed  on  or  in  connection  with  an  air¬ 
craft  not  an  American  aircraft,  by  ah  employee,  if  the  em¬ 
ployee  is  employed  on  and  in  connection  with  such  air¬ 
craft  when  outside  the  United  States;”. 

(d)  The  paragraphs  of  such  section  1426  (b)  herein 
redesignated  as  paragraphs  (4),  (5),  (6),  (7),  and  (8) 
are  amended  to  read: 

“  (4)  Service  in  the  employ  of  the  United  States  (other 
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than  service  in  the  active  military  or  naval  service  of  the 
United  States),  or  in  the  employ  of  an  instrumentality  of 
the  United  States  which  (i)  is  wholly  owned  by  the  United 
States  or  (ii)  is  exempt  from  the  contribution  imposed  by 
section  1410  by  virtue  of  any  other  provision  of  law,  if  such 
service  is  covered  by  a  retirement  system  of  the  United 
States  or  of  such  instrumentality  (which  system  was  estab¬ 
lished  by  or  pursuant  to  any  law  of  the  United  States) ,  or 
if  such  service  is  performed  by  the  President  or  Vice  Presi¬ 
dent  of  the  United  States  or  by  any  member  or  employee  of 
the  legislative  branch  of  the  Government ; 

“  (5)  Service  performed  in  the  employ  of  a  State  or  any 
political  subdivision  thereof,  or  any  instrumentality  of  any 
one  or  more  of  the  foregoing  which  is  wholly  owned  by  one 
or  more  States  or  political  subdivisions;  and  service  per¬ 
formed  in  the  employ  of  any  instrumentality  of  one  or  more 
States  or  political  subdivisions,  to  the  extent  that  the  instru- 
mentality  is,  with  respect  to  such  service,  immune  under 
the  Constitution  of  the  United  States  from  the  contribution 
imposed  by  section  1410; 

“(6)  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exercise 
of  his  ministry  or  by  a  member  of  a  religious  order  in  the 
exercise  of  duties  required  by  such  order; 
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"(7)  Service  performed  by  an  individual  as  an  employee 
or  employee  representative  as  defined  in  section  1532; 

“(8)  (A)  Service  performed  in  any  calendar  quarter 
in  the  employ  of  an  organization  exempt  from  income  tax 
under  section  101,  if  the  remuneration  for  such  service  is 
less  than  $50; 

“(B)  Service  performed  in  any  calendar  quarter  in 
the  employ  of  a  school,  college,  or  university  if  such  service 
is  performed  by  a  student  who  is  enrolled  and  is  regularly 
attending  classes  at  such  school,  college,  or  university  and 
the  remuneration  for  such  service  (exclusive  of  room,  board, 
and  tuition)  is  less  than  $50”. 

(e)  Section  1426  (c)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  “(9)”  and  inserting  in  lieu 
thereof  “(7)”. 

(f)  Section  1426  (g)  is  amended  to  read: 

“(g)  American  Vessel  and  Aircraft— The  term 
‘American  vessel’  means  any  vessel  documented  or  numbered 
under  the  laws  of  the  United  States;  and  includes  any  vessel 
which  is  neither  documented  or  numbered  under  the  laws 
of  the  United  States  nor  documented  under  the  laws  of  any 
foreign  country,  if  its  crew  is  employed  solely  by  one  or 
more  citizens  or  residents  of  the  United  States  or  corpora¬ 
tions  organized  under  the  laws  of  the  United  States  or  of 


122 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


95 


any  State;  and  the  term  ‘American  aircraft’  means  an  air¬ 
craft  registered  under  the  laws  of  the  United  States.” 

(g)  Section  1426  (h)  of  the  Internal  Revenue  Code 
is  amended  to  read: 

“(h)  Farm. — The  term  ‘farm’  includes  stock,  dairy, 
poultry,  fruit,  fur-bearing  animal,  and  truck  farms,  planta¬ 
tions,  ranches,  nurseries,  ranges,  greenhouses  or  other  similar 
structures  used  primarily  for  the  raising  of  agricultural  or 
horticultural  commodities,  and  orchards.” 

(h)  Subsections  (i)  and  (j)  of  section  1426  of  the 
Internal  Revenue  Code  are  amended  to  read: 

“(i)  American  Employer,— The  term  ‘American 
employer’  means  (1)  the  United  States,  (2)  an  individual 
who  is  a  resident  of  the  United  States,  (3)  a  partnership 
composed  solely  of  persons  who  are  residents  of  the  United 
States,  (4)  a  trust  all  of  the  trustees  of  which  are  residents 
of  the  United  States,  (5)  a  corporation  organized  under  the 
laws  of  the  United  States  or  of  any  State,  or  (6)  a  corpora¬ 
tion  doing  business  within  the  United  States. 

“(j)  Federal  Service. — With  respect  to  any  service 
included  as  employment  under  this  section  which  is  per¬ 
formed  in  the  employ  of  the  United  States  or  in  the  employ 
of  any  instrumentality  which  is  wholly  owned  by  the  United 
States,  the  determinations  as  to  whether  an  individual  has 
performed  such  service,  the  periods  of  such  service,  the 
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amounts  of  remuneration  for  such  service  which  constitutes 
‘wages’  under  the  provisions  of  this  section,  or  the  periods 
in  which  or  for  which  such  wages  were  paid  shall  be  made 
(subject  to  the  provisions  of  this  section)  by  the  head  of 
the  appropriate  Federal  agency  or  instrumentality,  and  such 
agents  as  such  head  may  designate ;  and  such  head  is  author¬ 
ized  and  directed  to  comply  with  the  provisions  of  the  in¬ 
ternal  revenue  laws  as  the  employer  of  individuals  whose 
services  are  included  under  the  provisions  of  this  subsection, 
except  to  the  extent  provided  in  section  1431.  In  the  case 
of  service  in  the  active  military  or  naval  service  of  the 
United  States,  the  term  ‘wages’  shall  include  allowances 
paid  for  the  benefit  of  the  individual  performing  such  service, 
but  shall  not  include  allowances  attributable  to  his  depend¬ 
ents.  For  purposes  of  this  suhchapter  (other  than  section 
1431) ,  service  performed  in  the  employ  of  the  United  States 
shall  include  service  performed  by  a  civilian  employee,  not 
compensated  from  funds  appropriated  by  the  Congress,  in 
the  Army  Exchange  Service,  Army  Motion  Picture  Service, 
Naval  Ship’s  Service  Stores,  Marine  Corps  post  exchanges, 
or  other  activities,  conducted  by  an  instrumentality  of  the 
United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National  Military  Establish¬ 
ment  for  the  comfort,  pleasure,  contentment,  and  mental  and 
physical  improvement  of  personnel  of  such  establishment. 
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For  such  purposes,  the  term  ‘active  military  or  naval  service 
of  the  United  States’  shall  include  active  service  as  a  mem¬ 
ber  of  the  Coast  Guard  (whose  pay  is  governed  by  the  Pay 
Readjustment  Act  of  1942  (37  U.  S.  C.,  ch.  2)  )  or  as  a 
commissioned  officer  of  the  Coast  and  Geodetic  Survey  or 
the  Public  Health  Service.” 

CONTRIBUTIONS  FOR  SERVICE  IN  THE  EMPLOY  OF  THE 

UNITED  STATES 

Sec.  309.  Section  1431  of  the  Internal  Revenue  Code  is 
amended  to  read : 

“SEC.  1431.  CONTRIBUTIONS  FOR  SERVICE  IN  EMPLOY  OF 
THE  UNITED  STATES. 

“The  Secretary  of  Defense,  the  Federal  Security  Admin¬ 
istrator,  the  Secretary  of  the  Treasury,  or  the  Secretary  of 
Commerce,  as  may  be  appropriate,  shall  not  deduct  the 
amount  of  contributions  imposed  under  section  1400  with 
respect  to  service  in  the  active  military  or  naval  service 
of  the  United  States,  nor  shall  he  or  the  head  of  any  Fed¬ 
eral  agency  pay  the  amount  of  contributions  imposed  under 
section  1410  with  respect  to  wages  for  service  in  the  employ 
of  the  United  States  which  is  included  under  the  provi¬ 
sions  of  section  1426  (j) .  There  is  hereby  authorized  to 
be  appropriated  to  the  National  Social  Insurance  Trust 
Fund  from  time  to  time  an  amount  equal  to  the  sum  of  the 
following : 

“  (a)  The  contributions  imposed  pursuant  to  section 
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1400  with  respect  to  wages  for  service  in  the  active 
military  or  naval  service  of  the  United  States; 

“(b)  The  contributions  imposed  pursuant  to  sec¬ 
tion  1410  with  respect  to  wages  for  service  in  the 
employ  of  the  United  States  which  is  included  under 
the  provisions  of  section  1426  (j)  ;  and 

“(c)  The  additional  cost  incurred  by  treating 
remuneration  for  such  service  in  the  active  military 
or  naval  service  of  the  United  States  as  wages  for 
purposes  of  insured  status  under  section  205  (d)  of 
the  Social  Security  Act  and  for  purposes  of  the  amount 
of  the  benefit  under  section  202  (e)  of  such  Act. 

The  amounts  determined  under  subparagraph  (a)  or  (b) 
hereof  shall  from  time  to  time  be  reduced  to  the  extent  deter¬ 
mined  by  the  Secretary  of  Defense,  the  Federal  Security 
Administrator,  the  Secretary  of  the  Treasury,  or  the  Secre¬ 
tary  of  Commrce,  as  may  be  appropriate,  to  be  equivalent 
to  the  amounts  which  were  paid  with  respect  to  wages  to 
which  section  203  (c)  (4)  of  the  Social  Security  Act,  as 
amended,  is  applicable.” 

TECHNICAL  AMENDMENTS  IN  CHAPTER  9 

Sec.  310.  (a)  The  heading  of  chapter  9  of  the  In¬ 

ternal  Revenue  Code  is  amended  to  read  “EMPLOYMENT 
CONTRIBUTIONS  AND  TAXES”. 
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(b)  The  headings  of  parts  I  and  II  of  subchapter  A 
of  such  chapter  9  are  each  amended  by  striking  out  “TAX 
ON”  and  inserting  in  lieu  thereof  “CONTRIBUTIONS  BY”. 

(c)  The  heading  of  section  1401  of  the  Internal  Reve¬ 
nue  Code  is  amended  by  striking  out  “TAX”  and  inserting 
in  lieu  thereof  “CONTRIBUTION”. 

(d)  Section  1401  (c)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  “tax”  and  “the  tax”  and  inserting 
in  lieu  thereof  “the  contribution”. 

(e)  Section  1402  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “tax”  and  inserting  in  lieu 
thereof  “contribution”  and  by  striking  out  “taxpayer”  and 
inserting  in  lieu  thereof  “employee”;  and  the  heading  thereof 
is  amended  by  striking  out  “TAX”  and  inserting  in  lieu 
thereof  “CONTRIBUTION”. 

(f)  Section  1403  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “tax”  and  inserting  in  lieu  thereof 
“contributions”. 

(g)  Section  1411  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “tax”  and  “the  tax”  and  inserting 
in  lieu  thereof  “the  contribution”;  and  the  heading  thereof 
is  amended  by  striking  out  “TAX”  and  inserting  in  lieu 
thereof  “CONTRIBUTION”. 

(h)  Subsection  (b),  (c),  and  (d)  of  section  1420  of 
the  Internal  Revenue  Code  are  each  amended  by  striking 
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out  “tax”  and  inserting  in  lieu  thereof  “contribution”,  by 
striking  out  “taxes”  and  inserting  in  lieu  thereof  “contribu¬ 
tions”,  and  by  striking  out  “taxpayer”  and  inserting  in  lieu 
thereof  “person  paying  the  contribution”.  The  heading  of 
such  subsection  (b)  is  amended  by  striking  out  “TAX”  and 
inserting  in  lieu  thereof  “CONTRIBUTION”;  and  the  head¬ 
ing  of  such  section  1420  is  amended  by  striking  out 
“TAXES”  and  inserting  in  lieu  thereof  “CONTRI¬ 
BUTIONS”. 

(i)  Sections  1421,  1423  (a),  and  1425  of  the  Internal 
Revenue  Code  are  each  amended  by  striking  out  “tax”  and 
inserting  in  lieu  thereof  “contribution”. 

(j)  Sections  1428  and  1430  of  the  Internal  Revenue 
Code  are  each  amended  by  striking  out  “taxes”  and  inserting 
in  lieu  thereof  “contributions”. 

SELF-EMPLOYMENT 

Sec.  311.  Chapter  9  of  the' Internal  Revenue  Code  is 
further  amended  by  adding  the  following  new  subchapter 
at  the  end  thereof: 

“SUBCHAPTER  F— CONTRIBUTIONS  BY  SELF- 
EMPLOYED  INDIVIDUALS 
“SEC.  1640.  RATE  OF  CONTRIBUTION. 

“In  addition  to  other  taxes,  there  shall,  for  the  purpose 
of  providing  funds  for  the  payment  of  benefits  under  title  II 
of  the  Social  Security  Act,  be  levied,  collected,  and  paid 
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upon  the  self-employment  income  of  every  individual  a  com¬ 
pulsory  contribution,  with  respect  to  the  carrying  on  of  a 
trade  or  business,  equal  to  2{-  per  centum  of  the  self-employ¬ 
ment  income  of  such  individual  for  each  contribution  vear 
beginning  after  December  31,  1948. 

“SEC.  1641.  DEFINITION  OF  SELF-EMPLOYMENT  INCOME. 

“The  term  ‘self-employment  income’  means  (with  the 
exclusions  and  limitations  provided  in  section  1642)  the 
gross  income  (as  computed  under  section  22)  derived  by 
an  individual  from  a  trade  or  business  carried  on  within  the 

<o 

United  States,  less  the  deduction  allowed  in  computing  net 
income  by  section  23  which  are  attributable  to  such  trade 
or  business  (other  than  the  deduction  allowed  by  section 
23  (s)). 

“SEC.  1642.  EXCLUSIONS  AND  LIMITATIONS. 

“  (a)  Exclusions. — In  computing  self-employment  in¬ 
come  of  an  individual  under  this  subchapter,  the  following 
items  shall  not  be  included: 

“(1)  Eentals  from  real  estate  (unless  received  in 
the  course  of  such  individual’s  trade  or  business  as  a 
real-estate  dealer,  or  received  from  the  operation  of  a 
rooming  house  or  hotel  which  is  operated  primarily 
for  the  production  of  income)  ; 

“(2)  Gains  from  the  sale  or  exchange  of  capital 
assets  (as  defined  in  section  117),  or  of  real  property 
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used  in  such  individual’s  trade  or  business,  or  of  property, 
other  than  capital  assets,  which  is  subject  to  the  allow¬ 
ance  for  depreciation  provided  in  section  23  (1)  ; 

“(3)  Income  derived  by  an  individual  from  the 
performance  of  services  as  an  employee ; 

“  (4)  Income  derived  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exer-- 
cise  of  his  ministry  or  by  a  member  of  a  religious  order 
in  the  exercise  of  duties  required  by  such  order; 

“  (5)  Income  derived  from  a  trade  or  business  dur¬ 
ing  a  twelve-month  contribution  year  by  an  individual 
whose  gross  income  for  such  year  as  computed  under 
section  22  is  less  than  $500  or  for  whom  the  amount 
computed  under  the  preceding  provisions  of  this  sub- 
chapter  is  less  than  $200  for  such  year:  Provided ,  That 
the  Secretary  shall  by  regulation  prescribe  the  minimum 
gross  income  and  the  minimum  amount  computed  under 
such  preceding  provisions  which  are  necessary  for  the 
purposes  of  this  subparagraph  in  the  case  of  a  contribu¬ 
tion  year  of  less  than  twelve  months  so  that  results  con¬ 
sistent  with  the  foregoing  provisions  of  this  subparagraph 
may  be  obtained ; 

“(6)  That  part  of  the  amount  computed  under 
the  preceding  provisions  of  this  subchapter  for  a  twelve- 
H.R.  2893 - 9 
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month  contribution  year  for  an  individual  which,  when 
added  to  the  wages  paid  to  such  individual  during  such 
year,  exceeds  $3,000  in  the  case  of  a  contribution  year 
which  begins  prior  to  January  1,  1950,  or  $4,800  in  the 
case  of  a  contribution  year  which  begins  on  or  after 
such  date:  Provided,  That  the  Secretary  shall  by  regu¬ 
lation  prescribe  the  maximum  amount  necessary  for  pur¬ 
poses  of  this  subparagraph  in  the  case  of  a  contribution 
year  of  less  than  twelve  months  so  that  results  consistent 
with  the  foregoing  provisions  of  this  subparagraph  may 
be  obtained. 

“(b)  Items  Not  Deductible. — In  computing  self- 
employment  income  under  this  subchapter,  no  deduction 
shall  be  allowed  with  respect  to  losses  from  the  sale  or  ex¬ 
change  of  capital  assets  (as  defined  in  section  117),  or  of 
real  property  used  in  an  individual’s  trade  or  business,  or  of 
property,  other  than  capital  assets,  which  is  subject  to  the 
allowance  for  depreciation  provided  in  section  23  (1) . 

“(c)  Husband  and  Wife. — In  the  case  of  a  trade  or 
business  carried  on  by  a  husband  and  his  wife,  or  by  either 
of  them,  the  income  derived  therefrom  shall,  regardless  of  the 
treatment  of  such  income  under  section  12  (d)  or  under 
applicable  State  law,  he  treated  as  the  income  of  the  spouse 
who  has  the  management  and  control  of  such  trade  or 
business.  If  both  spouses  have  the  management  and  control 
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of  such  trade  or  business  (other  than  as  partners),  so  much 
of  the  income  therefrom  as  is  attributable  to  the  services  and 
property  of  each  spouse  shall,  regardless  of  the  treatment  of 
such  income  under  section  12  (d)  or  under  applicable 
State  law,  be  treated  as  the  income  of  such  spouse. 

“SEC.  1643.  OTHER  LAWS  APPLICABLE. 

“(a)  All  provisions  of  law,  including  penalties,  appli¬ 
cable  with  respect  to  the  contributions  imposed  by  subchap¬ 
ter  A  shall,  insofar  as  applicable  and  not  inconsistent  with 
the  provisions  of  this  subchapter,  be  applicable  with  respect 
to  the  contribution  imposed  by  this  subchapter,  except  that 
the  provisions  of  section  1401  (c)  relating  to  adjustments, 
section  1411  relating  to.  adjustment  of  contribution,  and  sec¬ 
tion  1422  relating  to  erroneous  payments  shall  not  be 
applicable. 

“(b)  All  provisions  of  law,  applicable  with  respect  to 
the  tax  imposed  by  chapter  1,  insofar  as  applicable  and  not 
inconsistent  with  the  provisions  of  this  subchapter  or  with 
the  provisions  applicable  with  respect  to  the  contributions 
imposed  by  subchapter  A  which  are  made  applicable  to  this 
subchapter  by  subsection  (a) ,  shall  be  applicable  with  re¬ 
spect  to  the  contribution  imposed  by  this  subchapter,  except 
that  the  provisions  of  sections  31,  32,  33,  35,  51  (b),  58, 
59,  60,  103,  107,  131,  145,  and  186,  and  Supplements  L, 
M,  N,  and  0  shall  not  be  applicable. 
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“SEC.  1644.  NONDEDUCTIBILITY  OF  CONTRIBUTION  FROM 
NET  INCOME. 

« 

“For  purposes  of  the  income  tax  imposed  by  chapter  1 
or  by  any  Act  of  Congress  in  substitution  therefor,  the  con¬ 
tribution  imposed  by  this  subchapter  shall  not  be  allowed  as 
a  deduction  to  the  taxpayer  in  computing  his  net  income. 
“SEC.  1645.  CONTRIBUTION  YEAR. 

“For  purposes  of  this  subchapter,  the  term  ‘contribution 
year’  means  ‘taxable  year’  as  defined  in  section  48. 

“SEC.  1646.  ADMINISTRATION. 

“The  contribution  imposed  by  this  subchapter  shall  be 
collected  by  the  Bureau  of  Internal  Revenue  under  the 
direction  of  the  Secretary  of  the  Treasury  and  shall  be  paid 
(together  with  interest,  penalties,  and  additions  to  the  con¬ 
tribution)  into  the  National  Social  Insurance  Trust  Fund. 
“SEC.  1647.  SHORT  TITLE. 

“This  subchapter  may  be  cited  as  the  ‘Federal  Self- 
Employment  Contributions  Act’  ”. 

EFFECTIVE  DATES 

Sec.  312.  (a)  The  amendments  made  by  section  311 
of  this  Act  shall  be  effective  with  respect  to  contribution 
years  beginning  after  December  31,  1948. 

(b)  The  amendments  made  by  sections  301  and  303 
(a)  of  this  Act  shall  be  effective  January  1,  1949. 

(c)  The  amendments  made  by  the  remaining  sections 
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of  this  title  shall  be  effective  with  respect  to  contribution 
years  beginning  after  December  31,  1949. 

TITLE  IV— MISCELLANEOUS  AMENDMENTS 

REPORTS  TO  CONGRESS 

Sec.  401.  (a)  Subsection  (c)  of  section  541  of  the 
Social  Security  Act  is  repealed. 

(b)  Section  704  of  such  Act  is  amended  to  read: 

“reports 

“Sec.  704.  The  Administrator  shall  make  a  full  report 
to  Congress,  at  the  beginning  of  each  regular  session,  of 
the  administration  of  the  functions  with  which  be  is  charged 
under  this  Act.  In  addition  to  the  number  of  copies  of  such 
report  authorized  by  other  law  to  be  printed,  there  is  hereby 
authorized  to  be  printed  not  more  than  twenty-five  hundred 
copies  of  such  report  for  use  by  the  Administrator  for  dis¬ 
tribution  to  Members  of  Congress  and  to  State  and  other 
public  or  private  agencies  or  organizations  participating  in 
or  concerned  with  the  social  security  program.” 

OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 

Sec.  402.  (a)  Section  701  of  such  Act  is  amended  to 
read: 

“OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 

“Sec.  701.  There  shall  be  in  the  Federal  Security 
Agency  a  Commissioner  for  Social  Security,  appointed  by 
the  Administrator,  who  shall  perform  such  functions  relating 
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1  to  social  security  as  the  Administrator  shall  assign  to  him.” 

2  (b)  Section  908  of  the  Social  Security  Act  Amend- 

3  ments  of  1939  is  repealed. 

4  INCLUSION  OF  PUERTO  RICO  AND  THE  VIRGIN  ISLANDS  IN 

5  TITLE  II 

6  Sec.  403.  Paragraph  (2)  of  section  1101  (a)  is 

7  amended  by  striking  out  the  period  at  the  end  and  inserting 

8  in  lieu  thereof  “and  when  used  in  title  II  includes  Puerto 

9  Rico  and  the  Virgin  Islands”. 

10  ADMINISTRATOR  DEFINED 

11  Sec.  404.  Section  1101  (a)  of  the  Social  Security  Act 

12  is  further  amended  by  adding  at  the  end  thereof  the  fol- 

13  lowing  new  paragraph: 

14  “(7)  The  term  ‘Administrator*,  except  when  the 

15  context  otherwise  requires,  means  the  Federal  Security 

16  Administrator.” 

17  DELEGATION  OF  FUNCTIONS,  FURNISHING  OF  INFORMA- 

18  TION,  AND  ADVISORY  COUNCILS 

19  Sec.  405.  Title  XI  of  the  Social  Security  Act  is 

20  amended  by  adding  after  section  1107  the  following  new 

21  sections : 

22  “delegation  of  functions 

23  “Sec.  1108.  The  functions  of  the  Administrator  under 

24  this  Act  shall  be  performed  by  him  or  under  his  direction 
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1  and  control  by  officers  and  employees  of  the  Federal  Security 

2  Agency  as  he  may  designate. 

3  “furnishing  of  wage  record  and  other 

4  INFORMATION 

5  “Sec.  1109.  (a)  (1)  The  Administrator  is  authorized, 

6  at  the  request  of  any  agency  charged  with  the  administra- 

7  tion  of  a  State  unemployment  compensation  law  (with  re- 

8  spect  to  which  such  State  is  entitled  to  payments  under 

9  section  302  (a)  of  this  Act)  and  to  the  extent  consistent 

10  with  the  efficient  administration  of  this  Act,  to  furnish  to 

11  such  agency,  for  use  by  it  in  the  administration  of  such 

12  law  or  a  State  temporary  disability  insurance  law  admin- 

13  istered  by  it,  information  from  or  pertaining  to  wage  rec- 

14  ords,  including  account  numbers,  maintained  by  the  Admin- 

15  istrator  in  accordance  with  section  213  (c)  of  this  Act. 

16  “(2)  At  the  request  of  any  agency,  person,  or  organi- 

17  zation,  the  Administrator  is  authorized,  to  the  extent  con- 

18  sistent  with  efficient  adminstration  of  this  Act  and  subject 

19  to  such  conditions  or  limitations  as  he  deems  necessary,  to 

20  furnish  special  reports  on  the  wage  and  employment  records 

21  of  individuals  and  to  conduct  special  statistical  studies  of,  and 

22  compile  special  data  with  respect  to,  any  matters  related  to 

23  •  the  programs  authorized  by  this  Act. 

24  “(b)  Bequests  under  subsection  (a)  shall  be  complied 

25  with  only  if  the  agency,  person,  or  organization  making  the 
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request  agrees  to  make  payment  for  the  work  or  information 
requested  in  such  amount,  if  any  (not  exceeding  the  cost  of 
performing  the  work  or  furnishing  the  information) ,  as  may 
he  determined  by  the  Administrator.  A  State  agency  may 
make  the  payments  for  information  furnished  pursuant  to 
paragraph  (1)  of  subsection  (a)  by  authorizing  deductions 
from  amounts  certified  by  the  Administrator  under  section 
302  (a)  of  this  Act  for  payment  to  such  State.  Payments 
for  work  performed  or  information  furnished  pursuant  to  this 
section,  including  deductions  authorized  to  be  made  from 
amounts  certified  under  section  302  (a) ,  shall  he  made  in 
advance  or  by  way  of  reimbursement,  as  may  be  requested 
by  the  Administrator,  and  shall  be  deposited  in  the  Treas¬ 
ury  as  a  special  deposit  to  be  used  to  reimburse  the  appro¬ 
priations  (including  authorizations  to  make  expenditures 
from  the  National  Social  Insurance  Trust  Pund)  for  the 
unit  or  units  of  the  Federal  Security  Agency  which  per¬ 
formed  the  work  or  furnished  the  information. 

“(c)  No  information  shall  be  furnished  pursuant  to  this 
section  in  violation  of  section  1106  or  regulations  prescribed 
thereunder. 

“national  social  secubity  advisoey  council 

“Sec.  1110.  (a)  There  is  hereby  established  a  Na¬ 
tional  Social  Security  Advisory  Council  (hereinafter  called 
‘the  Council’)  for  the  purpose  of  consulting  with  the  Ad- 
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ministrator,  making  findings,  suggesting  policies,  studying 
administrative  operations,  and  discussing  problems  relating 
to  social  security,  and  to  insure  impartiality,  neutrality,  and 
freedom  from  political  influence  in  the  solution  of  such 
problems.  The  Council  shall  consist  of  the  Administrator 
who  shall  serve  as  Chairman,  and  twelve  persons  appointed 
by  the  Administrator  without  regard  to  the  civil-service 
laws.  Such  appointed  members  shall,  to  the  extent  possible, 
represent  employers  and  emploj^ees  in  equal  numbers  and 
the  public.  The  annual  report  of  the  Administrator  shall 
include  a  record  of  consultations  with  the  Council,  findings 
and  recommendations  of  the  Council,  and  comments  thereon. 

“  (b)  Each  appointed  member  shall  hold  office  for  a 
term  of  three  years,  except  that  any  member  appointed  to 
fill  a  vacancy  occurring  prior  to  the  expiration  of  the  term 
for  which  his  predecessor  was  appointed  shall  be  appointed 
for  the  remainder  of  that  term,  except  that,  of  the  members 
first  appointed,  four  shall  hold  office  for  a  term  of  one  year, 
four  shall  hold  office  for  a  term  of  two  3^ears,  and  four  shall 
hold  office  for  a  term  of  three  years,  as  designated  by  the 
Administrator  at  the  time  of  appointment.  The  Council 
is  authorized  to  appoint  such  special  advisory  technical  or 
professional  committees  as  may  be  useful  in  carrying  out  its 
functions,  and  the  members  of  such  committees  may  be 
members  of  the  Council,  or  other  persons,  or  both.  Ap- 
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pointed  members  of  the  Council  and  members  of  technical 
or  professional  committees,  while  serving  on  business  of  the 
Council  (inclusive  of  travel  time),  shall  receive  compensa¬ 
tion  at  rates  fixed  by  the  Administrator,  but  not  exceeding 
$50  per  day;  and  shall  be  entitled  to  receive  actual  and 
necessary  traveling  expenses  and  per  diem  in  lieu  of  sub¬ 
sistence  while  so  serving  away  from  their  places  of  residence. 
The  Council,  its  appointed  members,  and  its  committees, 
shall  be  provided  by  the  Administrator  with  such  secretarial, 
clerical,  or  other  assistance  as  may  be  required  for  carrying 
out  their  respective  functions.  The  Council  shall  meet  as 
frequently  as  the  Administrator  deems  necessary,  but  not 
less  than  twice  a  year.  Upon  request  by  not  less  than  one- 
third  of  the  members,  it  shall  be  the  duty  of  the  Chairman 
to  call  a  meeting  of  the  Council. 

“national  social  security  legislative  advisory 

committee 

“Sec.  1111.  (a)  The  Congress  hereby  finds  that  there 
is  a  need  to  study  and  reevaluate  at  regular  intervals  the 
operations  of  the  Federal  social-security  program  to  ascertain 
whether  and  to  what  extent  it  is  currently  furnishing  ade¬ 
quate  protection  for  all  segments  of  the  population  against 
the  most  important  or  common  economic  risks  which  it 
was  designed  to  meet  and  to  recommend  changes  in  the 
program  in  accordance  with  changing  needs  and  expe- 
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rience.  The  Congress  believes  that  such  regular  study  and 
reevaluation  in  preparation  for  a  general  legislative  recon¬ 
sideration  of  the  social-security  program  should  be  regularly 
undertaken  at  six-year  intervals  by  an  impartial  committee 
of  outstanding  citizens. 

“(b)  To  effectuate  the  policy  set  forth  in  subsection 
(a) ,  the  Speaker  of  the  House  of  Representatives  and  the 
President  of  the  Senate  are  hereby  directed  to  appoint  at 
six-year  intervals  a  National  Social  Security  Legislative 
Advisory  Committee  (hereinafter  called  The  Committee’) 
to  study  and  report  on  problems  relating  to  social  security, 
and  to  recommend  any  legislative  changes  needed  for  the 
proper  operation  and  continued  sound  development  of  the 
program.  The  first  such  Committee  shall  he  appointed  by 
the  Eighty-fourth  Congress  and  shall  report  to  that  Congress 
as  early  as  is  practicable.  Subsequent  Committees  shall  be 
appointed  at  six-year  intervals. 

“(c)  The  Committee  shall  consist  of  eight  persons 
selected  by  the  Speaker  of  the  House  of  Representatives 
after  consulting  with  the  Committee  on  Ways  and  Means, 
and  eight  persons  selected  by  the  President  of  the  Senate 
after  consulting  with  the  Committee  on  Finance.  To  insure 
a  representative  approach,  the  Speaker  of  the  House  of 
Representatives  and  the  President  of  the  Senate  shall,  in 
selecting  members  of  the  Committee,  choose  persons  repre- 
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sentative  of  employees,  employers,  the  self-employed,  and 
the  general  public. 

“(d)  The  Committee  shall  select  its  own  Chairman. 
The  Committee  is  authorized  to  appoint  such  technical  or 
professional  staff  as  may  be  useful  in  carrying  out  its  func¬ 
tions  and  the  members  of  such  staff  may  be  members  of 
the  Committee,  or  other  persons,  or  both.  Members  of  the 
Committee  and  members  of  its  technical  or  professional  staff, 
while  serving  on  business  of  the  Committee  (inclusive  of 
travel  time) ,  shall  receive  compensation  at  rates  fixed  hy 
the  Chairman  of  the  Committee,  but  not  exceeding  $50  per 
day;  and  shall  be  entitled  to  receive  actual  and  necessary 
travel  expenses  and  per  diem  in  lieu  of  subsistence  while 
so  serving  at  places  away  from  their  residence.  The  Com¬ 
mittee  and  its  staff  shall  be  provided  with  such  secretarial, 
clerical,  or  other  assistance  as  may  be  required  for  carrying 
out  their  respective  functions.  The  Committee,  or  a  duly 
constituted  subcommittee,  is  authorized  to  request  the  use  of 
the  services,  information,  facilities,  and  personnel  of  the  de¬ 
partments  and  agencies  in  the  executive  branch  of  the 
Government  in  the  performance  of  its  duties  under  this 
section. 

“(e)  There  is  hereby  authorized  to  be  appropriated 
from  the  National  Social  Insurance  Trust  Fund  such  sums  as 
are  necessary  for  the  expenses  of  the  Committee  and  its  staff. 
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“(f)  The  Committee  shall  include  in  its  reports  to  the 
Congress  recommendations  on  all  aspects  of  the  social-security 
program,  particularly  concerning  (1)  the  coverage  of  the 
program;  (2)  the  risks  against  which  protection  is  or  should 
be  afforded;  (3)  the  adequacy  of  benefits  provided  under 
such  program  in  relation  to  wage  levels,  cost  of  living,  and 
employment,  taking  into  account  the  costs  of  any  suggested 
alternatives  and  other  relevant  factors;  (4)  methods  of  fi¬ 
nancing  such  program ;  and  ( 5 )  methods  of  providing  incen¬ 
tives  to  beneficiaries,  particularly  disabled  persons,  for 
rehabilitation  and  employment.” 

AMENDMENT  TO  FARM  LOAN  ACT 
Sec.  406.  The  first  paragraph  of  section  26  of  the  Fed¬ 
eral  Farm  Loan  Act  (12  U.  S.  0.  931)  is  amended  by 
striking  out  the  period  at  the  end  of  the  first  sentence  thereof 
and  inserting  in  lieu  of  such  period  the  following:  “;  and 
except,  in  the  case  of,  national  farm  loan  association,  the 
contributions  imposed  by  section  1410  of  the  Federal  Insur¬ 
ance  Contrubtions  Act  with  respect  to  wages  paid  after  De¬ 
cember  31,  1949,  for  employment  after  such  date  (other 
than  service  performed  by  an  individual  to  whom  the  Act 
of  May  29,  1930  (46  Stat.  468),  as  amended,  applies).” 

AMENDMENT  TO  FEDERAL  CREDIT  UNION  ACT 
Sec.  407.  Section  18  of  the  Federal  Credit  Union  Act, 
as  amended  (12  U.  S.  C.  1768) ,  is  amended  by  striking  out 
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1  the  period  at  the  end  of  the  first  sentence  thereof  and  in- 

2  serting  in  lieu  of  such  period  the  following:  and  except 

3  that  Federal  credit  unions  shall  be  subject  to  the  contribu- 

4  tions  imposed  by  section  1410  of  the  Federal  Insurance  Con- 

5  tributions  Act  with  respect  to  wages  paid  after  December 

6  31,  1949,  for  employment  after  such  date  (other  than  serv- 
I  ice  performed  by  an  individual  to  whom  the  Act  of  May  29, 

8  1930  (46  Stat.  468),  as  amended,  applies).” 

9  AMENDMENTS  TO  SOCIAL  SECURITY  ACT  AMENDMENTS 

10  OF  1946 

11  Sec.  408.  Section  415  of  the  Social  Security  Amend- 

12  ments  of  1946  is  amended,  as  of  August  10,  1946,  by  strik- 
12  ing  out  “section  204”  and  inserting  in  lieu  thereof  “section 

14  203”. 

15  REPEAL  OF  PUBLIC  LAW  642  (EIGHTIETH  CONGRESS) 

10  Sec.  409.  (a)  Sections  1  and  2  of  Public  Law  642  of 

11  the  Eightieth  Congress,  entitled  “Joint  resolution  to  main- 

12  tain  the  status  quo  in  respect  of  certain  employment  taxes 
1^  and  social-security  benefits  pending  action  by  Congress  on 

20  extended  social-security  coverage”,  are  hereby  repealed  as 

21  of  June  14,  1948  (the  date  of  the  enactment  of  such  public 

22  law) . 

(b)  No  tax  or  contribution  shall  be  collected  under  the 

24  Federal  Insurance  Contributions  Act  or  the  Federal  Un- 

25  employment  Tax  Act,  with  respect  to  wages  paid,  prior  to 
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the  first  day  of  the  second  calendar  quarter  which  begins 
after  the  date  of  the  enactment  of  this  Act,  to  an  individual 
who  in  the  performance  of  the  services  for  which  such  wages 
were  paid  would  not  be  an  employee  (as  defined  in  such 
Contributions  or  Tax  Act)  were  it  not  for  the  enactment 
of  subsection  (a)  of  this  section. 

(c)  Every  employer  of  an  individual  referred  to  in 
subsection  (b)  shall,  at  such  time  or  times  and  in  such 
manner  as  may  be  prescribed  by  regulations  made  by  the 
Commissioner  of  Internal  Eevenue  with  the  approval  of 
the  Secretary  of  the  Treasury,  furnish  to  the  Commissioner 
of  Internal  Eevenue  such  information  with  respect  to  the 
wages  paid  to  every  such  individual  after  December  31, 
1944,  and  prior  to  the  first  day  of  the  second  calendar 
quarter  which  begins  after  the  date  of  the  enactment  of  this 
Act,  as  may  be  required  by  such  regulations,  to  the  extent 
that  such  wage  information  is  obtainable. 
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81st  CONGKESS 
1st  Session 


IN  THE  HOUSE  OE  EEPEESENTATIVES 

August  15, 19-19 

Mr.  Doughton  introduced  the  following  bill;  which  was  referred  to  the  Com¬ 
mittee  on  Ways  and  Means 


To  extend  and  improve  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act,  with  the  following  table  of  contents,  may  be 

4  cited  as  the  “Social  Security- Act  Amendments  of  1949”. 
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TITLE  I— AMENDMENTS  TO  TITLE  II  OE  THE 
SOCIAL  SECUEITY  ACT 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS 


Sec.  101.  (a)  Section  202  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 


“old-age  and  survivors  insurance  benefit  payments 
“Old-Age  Insurance  Benefits 
“Sec.  202.  (a)  Every  individual  who — 

“(1)  is  a  fully  insured  individual  (as  defined  in 
section  214  (a)  ) , 

“(2)  has  attained  retirement  age  (as  defined  in 
section  216  (a)  ) ,  and 

“(3)  has  filed  application  for  old-age  insurance 
benefits  or  was  entitled  to  disability  insurance  bene- 
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fits  for  the  month  preceding  the  month  in  which  he 
attained  retirement  age, 

shall  be  entitled  to  an  old-age  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
such  individual  becomes  so  entitled  to  such  insurance  benefits 
and  ending  with  the  month  preceding  the  month  in  which 
he  dies.  Such  individual’s  old-age  insurance  benefit  for  any 
month  shall  be  equal  to  his  primary  insurance  amount  (as 
defined  in  section  215  (a))  for  such  month. 

“Wife’s  Insurance  Benefits 

“(b)  (1)  The  wife  (as  defined  in  section  216  (b) )  of 
an  individual  entitled  to  old-age  insurance  benefits,  if  such 
wife — 

“(A)  has  filed  application  for  wife’s  insurance 
benefits, 

“(B)  has  attained  retirement  age  or  has  in  her  care 
(individually  or  jointly  with  her  husband)  at  the  time 
of  filing  such  application  a  child  entitled  to  a  child’s 
insurance  benefit  on  the  basis  of  the  wages  or  self- 
employment  income  of  her  husband, 

“  (C)  was  living  with  such  individual  at  the  time 
such  application  was  filed,  and 

“(D)  is  not  entitled  to  old-age  insurance  bene¬ 
fits,  or  is  entitled  to  old-age  insurance  benefits  each 
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1  of  which  Is  less  Ilian  one-half  of  an  old-age  insurance 

2  benefit  of  fief  husband, 

3  shall  be  entitled  to  a  wife’s  insurance  benefit  for  each 

4  month,  beginning  with  the  first  month  after  1949  in  which 
'  5  she  becomes  so  entitled  to  such  insurance  benefits  and  end- 

b  ing  with  the  month  preceding  the  first  month  in  which 
7  any  of  the  following  occurs:  she  dies,  her  husband 
3  dies,  they  are  divorced  a  vinculo  matrimonii,  no  child  of  her 
3  husband  is  entitled  to  a  child’s  insurance  benefit  and  she  has 
lb  not  attained  retirement  age,  or  she  becomes  entitled  to  an 
old-age  Insurance  benefit  equal  to  or  exceeding  one-half 

12  of  an  old-age  insurance  benefit  of  her  husband. 

13  “  (2)  Such  wife’s  insurance  benefit  for  each  month  shall 

14  be  equal  "  to  one-half  of  the  old-age  insurance  benefit  of  her 


13  husband  for  such  month, 
lb  “Child’s  Insurance  Benefits 

“(c)  (1)  Every  child  (as  defined  in  section  216  (e)  ) 
13  of  an  individual  entitled  to  old-age  insurance  benefits,  or 
13  of  an  individual  who  died  a  fully  or  currently  insured  in- 
2b  dividual  (as  defined  in  section  214)  after  1939,  if  such  child — 
21  “(A)  has  filed  application  for  child’s  insurance 


22 

23 


JO 


benefits, 

“  (B)  at  the  time  such  application  was  filed  was  un- 

,,  .  ■!(  n't  f  ..v  .!  {[.  r.  p  ..  r  i  lf< 

married  and  had  not  attained  the  age  of  eighteen,  and 
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"(0):  was  dependent  upon  such  individual  at  the 
time  such  application  was  filed,  or,  if  such  individual 
has  died,  was  dependent  upon  such  individual  at  the 
time  of  such  individual’s  death, 
shall  be  entitled  to  a  child’s  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  1949  in  which  such 
child  becomes  so  entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  such  child  dies,  marries,  is 
adopted  (except  for  adoption  by  a  stepparent,  grandparent, 
aunt,  or  uncle  subsequent  to  the  death  of  such  fully  or 
currently  insured  individual) ,  or  attains  the  age  of  eighteen. 

“(2)  Such  child’s  insurance  benefit  for  each  month 
shall,  if  the  individual  on  the  basis  of  whose  wages  or  self- 
employment  income  the  child  is  entitled  to  such  benefit  has 
not  died  prior  to  the  end  of  such  month,  be  equal  to  one-half 
of  the  old-age  insurance  benefit  of  such  individual  for  such 
month.  Such  child’s  insurance  benefit  for  each  month  shall, 
if  such  individual  has  died  in  Or  prior  to  such  month,  be 
equal  to  three-fourths  of  the  primary  insurance  amount  of 
such  individual,  except  that,  if  there  is  more  than  one  child 
entitled  to  benefits  on  the  basis  of  such  individual’s  wages 
or  self-employment  income,  each  such  child’s  insurance 
benefit  for  such  month  shall  be  equal  to  the  sum  of  (A) 
one-half  of  the  primary  insurance  amount  of  such  individual, 
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and  (B)  one-fourth  of  such  primary  insurance  amount 
divided  by  the  number  of  such  children. 

“(3)  A  child  shall  be  deemed  dependent  upon  his 
father  or  adopting  father  at  the  time  specified  in  paragraph 
(1)  (0)  unless,  at  such  time,  such  individual  was  not 

living  with  or  contributing  to  the  support  of  such  child 
and — 

“  (A)  such  child  is  neither  the  legitimate  nor 
adopted  child  of  such  individual,  or 

“(B)  such  child  had  been  adopted  by  some  other 
individual,  or 

“(C)  such  child  was  living  with  and  was  receiving 
more  than  one-half  of  liis  support  from  his  stepfather. 
“  (4)  A  child  shall  be  deemed  dependent  upon  his  step¬ 
father  at  the  time  specified  in  paragraph  (1)  (C)  if,  at 

such  time,  the  child  was  living  with  or  was  receiving  at 
least  one-half  of  his  support  from  such  stepfather. 

“  (5)  A  child  shall  be  deemed  dependent  upon  his  natu¬ 
ral  or  adopting  mother  at  the  time  of  her  death  if,  at  such 
time,  she  was  both  a  fully  and  a  currently  insured  individual. 
A  child  shall  also  be  deemed  dependent  upon  his  natural  or 
adopting  mother,  or  upon  his  stepmother,  at  the  time  speci¬ 
fied  in  paragraph  (I)  (C)  if,  at  such  time,  (A) 

she  was  living  with  or  contributing  to  the  support  of 
such  child,  and  (B)  either  (i)  such  child  was  neither 
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living  with  nor  receiving  contributions  from  his  father  or 
adopting  father,  or  (ii)  such  child  was  receiving  at  least 
one-half  of  his  support  from  her. 

“Widow’s  Insurance  Benefits 
“(d)  (1)  The  widow  (as  defined  in  section  216  (c)  ) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  widow — 

“(A)  has  not  remarried, 

“(B)  has  attained  retirement  age, 

“(C)  has  filed  application  for  widow’s  insurance 
benefits  or  was  entitled,  after  attainment  of  retirement 
age,  to  wife’s  insurance  benefits,  on  the  basis  of  the 
wages  or  self-employment  income  of  such  individual, 
for  the  month  preceding  the  month  in  which  he  died, 
“(D)  was  living  with  such  individual  at  the  time 
of  his  death,  and 

“(E)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband, 
shall  be  entitled  to  a  widow’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs :  she  remarries,  dies,  or  becomes 
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1  entitled  to  an  old-age  insurance  benefit  equal  to  or  exceed- 

2  ing  three-fourths  of  the  primary  insurance  amount  of  her 

3  deceased  husband. 

4  “(2)  Such  widow’s  insurance  benefit  for  each  month 

5  shall  be  equal  to  three-fourths  of  the  primary  insurance 
b  amount  of  her  deceased  husband. 

7  “Mother’s  Insurance  Benefits 

8  “(e)  (1)  The  widow  and  every  former  wife  divorced 

9  (as  defined  in  section  216  (d)  )  of  an  individual  who  died 
lb  a  fully  or  currently  insured  individual  after  1939,  if  such 
11  widow  or  former  wife  divorced — 
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“(A)  has  not  remarried, 

“(B)  is  not  entitled  to  a  widow’s  insurance  benefit, 

“(C)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  such  individual, 

“(D)  has  filed  application  for  mother’s  insurance 
benefits, 

“(E)  at  the  time  of  filing  such  application  has  in 
her  care  a  child  of  such  individual  entitled  to  a  child’s 
insurance  benefit,  and 

“(F)  (i)  in  the  case  of  a  widow,  was  living 
with  such  individual  at  the  time  of  his  death,  or  (ii)  in 
the  case  of  a  former  wife  divorced,  was  receiving 
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from  such  individual  (pursuant  to  agreement  or  court 
order)"  at  least  one-half  of  her  support  at  the  time  of  his 
death,  and  the  child  referred  to  in  clause  (E)  is  her 
son,  daughter,  or  legally  adopted  child  and  the  benefits 
referred  to  in  such  clause  are  payable  on  the  basis  of 
such  individual's  wages  or  self-employment  income, 
shall  be  entitled  to  a  mother’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and  ending 
with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  no  child  of  such  deceased 
individual  is  entitled  to  a  child’s  insurance  benefit,  such  widow 
or  former  wife  divorced  becomes  entitled  to  an  old-age 
insurance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual,  she 
becomes  entitled  to  a  widow’s  insurance  benefit,  she  remar¬ 
ries,  or  she  dies.  Entitlement  to  such  benefits  shall  also 
end,  in  the  case  of  a  former  wife  divorced,  with  the  month 
immediately  preceding  the  first  month  in  which  no  son, 
daughter,  or  legally  adopted  child  of  such  former  wife 
divorced  is  entitled  to  a  child’s  insurance  benefit  on  the  basis 
of  the  wages  or  self-employment  income  of  such  deceased 
individual. 

"  (2)j  SuqK  mother’s  insurance  benefit  for  each  month 
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shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“Parent’s  Insurance  Benefits 
“(f)  (1)  Every  parent  (as  defined  in  this  subsection) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  individual  did  not  leave  a  widow  who  meets 
the  conditions  in  subsection  (d)  (1)  (3D )  and  (E)  or 

an  unmarried  child  under  the  age  of  eighteen  deemed 
dependent  on  such  individual  under  subsection  (c)  (3), 

(4) ,  or  (5) ,  and  if  such  parent — 

“  (A)  has  attained  retirement  age, 

“(B)  was  receiving  at  least  one-half  of  his  support 
from  such  individual  at  the  time  of  such  individual’s 
death  and  filed  proof  of  such  support  within  two  years  of 
such  date  of  death, 

“(C)  has  not  married  since  such  individual’s  death, 
“(D)  is  not  entitled  to  old-age  -insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual,  and 

“(E)  has  filed  application  for  parent’s  insurance 
benefits, 

shall  be  entitled  to  a  parent’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
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such  parent  becomes  so  entitled  to  such  parent’s  insurance 
benefits  and  ending  with  the  month  preceding  the  first 
month  in  which  any  of  the  following  occurs :  such 
parent  dies,  marries,  or  becomes  entitled  to  an  old-age  in¬ 
surance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual. 

“(2)  Such  parent’s  insurance  benefit  for  each  month 
shall  he  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“  ( 3 )  As  used  in  this  subsection,  the  term  ‘parent’ 
means  the  mother  or  father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted  before  such  individual 
attained  the  age  of  sixteen,  or  an  adopting  parent  by  whom 
an  individual  was  adopted  before  he  attained  the  age  of 
sixteen. 

“Lump-Sum  Death  Payments 

“(g)  Upon  the  death,  after  1949,  of  an  individual  who 
died  a  fully  or  currently  insured  individual,  an  amount  equal 
to  three  times  such  individual’s  primary  insurance  amount 
shall  be  paid  in  a  lump  sum  to  the  person,  if  any,  determined 
by  the  Administrator  to  he  the  widow  or  widower  of  the 
deceased  and  to  have  been  living  with  the  deceased  at  the 
time  of  death.  If  there  is  no  such  person,  or  if  such  person 
dies  before  receiving  payment,  then  such  amount  shall  be 
paid  to  any  person  or  persons,  equitably  entitled  thereto, 
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1  to  the  extent  and  in  the  proportions  that  he  or  they  shall 

2  have  paid  the  expenses  of  burial  of  such  insured  individual. 

3  No  payment  shall  he  made  to  any  person  under  this  sub- 

4  section  unless  application  therefor  shall  have  been  filed,  by  or 

$ 

5  on  behalf  of  an}7  such  person  (whether  or  not  legally  com- 

6  petent) ,  prior  to  the  expiration  of  two  years  after  the  date 

7  of  death  of  such  insured  individual. 

8  “Application  for  Monthly  Insurance  Benefits 

9  “(h)  (1)  An  individual  who  would  have  been  entitled 

10  to  a  benefit  under  subsection  (a),  (b),  (c),  (d),  (e),or 

11  (f)  for  an}7  month  after  1949  had  he  filed  application 

12  therefor  prior  to  the  end  of  such  month  shall  he  entitled  to 

13  such  benefit  for  such  month  if  he  files  application  therefor 

14  prior  to  the  end  of  the  sixth  month  immediately  succeeding 

15  such  month.  Any  benefit  for  a  month  prior  to  the  month  in 

16  which  application  is  filed  shall  be  reduced,  to  any  extent 

17  that  may  he  necessary,  so  that  it  will  not  render  erroneous 

18  an}7  benefit  which,  before  the  filing  of  such  application,  the 

19  Administrator  has  certified  for  payment  for  such  prior  month. 

20  “(2)  No  application  for  any  benefit  under  this  section 

21  for  any  month  after  1949  which  is  filed  prior  to  three  months 

22  before  the  first  month  for  which  the  applicant  becomes  en- 

23  titled  to  such  benefit  shall  be  accepted  as  an  application  for 

24  the  purposes  of  this  section;  and  any  application  filed  within 
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such  three  months’  period  shall  be  deemed  to  have  been 
filed  in  such  first  month. 

“Simultaneous  Entitlement  to  Benefits 
“  (i)  (1)  Any  individual  who  is  entitled  for  any  month 
to  more  than  one  monthly  insurance  benefit  (other  than  an 
old-age  insurance  benefit)  under  this  title  shall  be  entitled 
to  only  one  such  monthly  benefit  for  such  month,  such  ben¬ 
efit  to  be  the  largest  of  the  monthly  benefits  to  which  he 
(but  for  this  paragraph)  would  otherwise  be  entitled  for 
such  month. 

“(2)  If  an  individual  is  entitled  to  an  old-age  in¬ 
surance  benefit  for  any  month  and  to  any  other  monthly 
insurance  benefit  for  such  month,  such  other  insurance  ben¬ 
efit  for  such  month  shall  be  reduced  (after  any  reduction 
under  section  203  (a)  )  by  an  amount  equal  to  such  old- 
age  insurance  benefit. 

“Entitlement  to  Survivor  Benefits  Under  Bailroad 

Betirement  Act 

“  (j)  If  any  person  would  be  entitled,  upon  filing  appli¬ 
cation  therefor,  to  an  annuity  under  section  5  of  the  Bail- 
road  Betirement  Act  of  1937,  or  to  a  lump-sum  payment 
under  subsection  (f)  (1)  of  such  section,  with  respect  to 
the  death  of  an  employee  (as  defined  in  such  Act) ,  no 
lump-sum  death  payment,  and  no  monthly  benefit  for  the 
month  in  which  such  employee  died  or  for  any  month  there- 
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after,  shall  be  paid  under  this  section  to  any  person  on  the 
basis  of  the  wages  or  self-employment  income  of  such  em¬ 
ployee.” 

(b)  (1)  Except  as  provided  in  paragraph  (3),  the 
amendment  made  by  subsection  (a)  of  this  section  shall 
take  effect  January  1,  1950. 

(2)  Section  205  (m)  of  the  Social  Security  Act  is  re¬ 
pealed  effective  with  respect  to  monthly  benefits  under 
section  202  of  the  Social  Security  Act,  as  amended  by  this 
Act,  for  months  after  1949. 

(3)  Section  202  (h)  (2)  of  the  Social  Security  Act,  as 
amended  by  this  Act,  shall  take  effect  October  1,  1949. 

(c)  (1)  Any  individual  entitled  to  primary  insurance 
benefits  or  widow’s  current  insurance  benefits  under  section 
202  of  the  Social  Security  Act  as  in  effect  prior  to  its 
amendment  by  this  Act  who  would,  but  for  the  enactment 
of  this  Act,  be  entitled  to  such  benefits  for  January  1950 
shall  be  deemed  to  he  entitled  to  old-age  insurance  bene¬ 
fits  or  mother’s  insurance  benefits  (as  the  case  may  be) 
under  section  202  of  the  Social  Security  Act,  as  amended 
by  this  Act,  as  though  such  individual  became  entitled  to 
such  benefits  in  January  1950,  the  primary  insurance  amount 
on  which  such  benefits  are  based  to  be  determined  as  pro¬ 
vided  in  section  111  of  this  Act. 

(2)  Any  individual  entitled  to  any  other  monthly  in- 
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surance  benefits  under  section  202  of  the  Social  Security 
Act  as  In  effect  prior  to  its  amendment  by  this  Act  who 
would,  but  for  the  enactment  of  this  Act,  be  entitled  to  such 
benefits  for  January  1950  shall  be  deemed  to  be  entitled 
to  such  benefits  under  section  202  of  the  Social  Security  Act, 

as  amended  by  this  Act,  as  though  such  individual  became 

•  - 1 1  *■'  ■ 

entitled  to  such  benefits  in  January  1950,  the  primary 
insurance  amount  on  which  such  benefits  are  based  to  be 
determined  as  provided  in  section  111  of  this  Act. 

(3)  Any  individual  who  files  application  after  1949 
for  monthly  benefits  under  any  subsection  of  section  202 
of  the  Social  Security  Act  who  would,  but  for  the  enact¬ 
ment  of  this  Act,  be  entitled  to  benefits  under  such  subsection 
(as  in  effect  prior  to  such  enactment)  for  any  month  prior 
to  1950  shall  be  deemed  entitled  to  such  benefits  for  such 
month  prior  to  1950  to  the  same  extent  and  in  the  same 
amounts  as  though  this  Act  had  not  been  enacted. 

(d)  In  the  case  of  any  parent  of  an  individual  who — 
(1)  died  after  June  1947  but  prior  to  1950, 

:<2)  was  not  a  fully  insured  individual  under  the 
provisions  of  section  209  (g)  of  the  Social  Security 
Act  as  in  effect  at  the  time  of  his  death,  and 

|(3)  who  is  insured  under  the  provisions  of  section 
214  (a)  of  such  Act,  as  amended  by  this  Act, 
such  parent  shall  be  deemed  to  have  met  the  requirement, 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


21 


in  section  202  (f)  (1)  (B)  of  such  Act  as  so  amended, 
of  filing  proof  of  support  within  two  years  of  the  date  of 
such  individual’s  death  if  such  proof  is  filed  prior  to  1952. 

(e)  Lump-sum  death  payments  shall  be  made  in  the 
case  of  individuals  who  died  prior  to  1950  as  though  this 
Act  had  not  been  enacted;  except  that  in  the  case  of  any 
individual  who  died  outside  the  forty-eight  States  and  the 
District  of  Columbia  after  December  6,  1941,  and  prior 
to  August  10,  1946,  the  last  sentence  of  section  202  (g) 
of  the  Social  Security  Act  shall  not  be  applicable  if  appli¬ 
cation  for  a  lump-sum  death  payment  is  filed  prior  to  1952. 

MAXIMUM  BENEFITS 

Sec.  102.  (a)  So  much  of  section  203  of  the  Social 
Security  Act  as  precedes  subsection  (d)  is  amended  to  read 
as  follows: 

“reduction  of  insurance  benefits  other  than 

DISABILITY  BENEFITS 
“Maximum  Benefits 

“Sec.  203.  (a)  Whenever  the  total  of  monthly  benefits 
to  which  individuals  are  entitled  under  section  202  for  a 
month  on  the  basis  of  the  wages  or  self-employment  income 
of  an  individual  exceeds  $150,  or  exceeds  80  per  centum 
of  his  average  monthly  wage  (as  defined  in  section  215 
(c)  ) ,  such  total  of  benefits  shall,  after  any  deductions 
under  this  section,  be  reduced  to  $150  or  to  80  per  centum 
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of  his  Average  monthly  wage,  whichever  Is  the  leaser. 
Whenever  a  reduction  is  made  under  this  subsection,  each 
benefit,  except  the  old-age  insurance  benefit,  shall  be  pro¬ 
portionately  decreased.” 

(b)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  with  respect  to  benefits  for  months 
after  1949. 

DEDUCTIONS  FROM  BENEFITS 
Sec.  103.  (a)  Subsections  (cl),  (e),  (f),  (g) ,  and 
(h)  of  section  203  of  the  Social  Security  Act  are  amended 
to  read  as  follows: 

“Deductions  on  Account  of  Work  or  Failure  to  Have  Child 

in  Care 

“(b)  Deductions,  in  such  amounts  and  at  such  time  or 
times  as  the  Administrator  shall  determine,  shall  be  made 
from  any  payment  or  payments  under  this  title  to  which  an 
individual  is  entitled,  until  the  total  of  such  deductions  equals 
such  individual’s:  benefit  or  benefits  under  section  202  for1 
any  month  after  1949 — 

“(1)  in  which  such  individual  is  under  the  age 
of  seventy-five  and  in  which  he  rendered  services  for 
wages  (as  determined  under  section  209  without  regard 
to  subsection  (a)  thereof)  of  more  than  $50;  or 
“(2)  in  which  such  individual  is  under  the  age  of 
seventy-five  and  for  which  month  he  is  charged,  under 
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the  provisions  of  subsection  (e)1  of  this  section,  with  net 
earnings  from  self-employment  of  more  than  $50;  or 

“(3)  in  which  such  individual,  if  a  wife  under  re¬ 
tirement  age  entitled  to  a  wife’s  insurance  benefit,  did 
not  have  in  her  care  (individually  or  jointly  with  her 
husband)  a  child  of  her  husband  entitled  to  a  child’s 
insurance  benefit;  or 

“(4)  in  which  such  individual,  if  a  widow  entitled 
to  a  mother’s  insurance  benefit,  did  not  have  in  her  care 
a  child  of  her  deceased  husband  entitled  to  a  child’s 
insurance  benefit;  or 

“(5)  in  which  such  individual,  if  a  former  wife 
divorced  entitled  to  a  mother’s  insurance  benefit,  did 
not  have  in  her  care  a  child,  of  her  deceased  former 
husband,  who  (A)  is  her  son,  daughter,  or  legally 
adopted  child  and  (B)  is  entitled  to  a  child’s  insurance 
benefit  with  respect  to  the  wages  or  self-employment 
income  of  her  deceased  former  husband. 

“Deductions  From  Dependents’  Benefits  Because  of  Work 
by  Old-Age  Insurance  Beneficiary 
“  (c)  Deductions  shall  be  made  from  any  wife’s  or  child’s 
insurance  benefit  to  which  a  wife  or  child  is  entitled,  until 
the  total  of  such  deductions  equals  such  wife’s  or  child’s  in¬ 
surance  benefit  or  benefits  under  section  202  for  any  month 
after  1949 — 
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“  ( 1 )  !n  which  the  individual,  on  the  basis  of  whose 
wages  or  self-employment  income  such  benefit  was  pay** 
able,  is  under  the  age  of  seventy-five  and  in  which  he 
rendered  services  for  wages  (as  determined  under  section 
209  without  regard  to  subsection  (a)  thereof)  of  more 
than  $50;  or 

“(2)  in  which  the  individual  referred  to  in  para¬ 
graph  (1)  is  under  the  age  of  seventy-five  and  for 
which  month  he  is  charged,  under  the  provisions  of 

subsection  (e)  of  this  section,  with  net  earnings  from 

•  » 

self-employment  of  more  than  $50. 

‘‘Occurrence  of  More  Than  One  Event 


T'3  “(d)  If  more  than  one  event  specified  in  subsections ; 

14  (b)  and  (c)  occurs  in  any  one  month  which  would  occasion 

T5  deduction's  equal  to  a  benefit  for  such  month,  only  an  amount 


16 

17 

18 

19 

20 
21 
22 
23 


equal  to  such  benefit  shall  be  deducted.  The  charging  o'f 
net  earnings  from  self-employment  to  aby  month  shall  be 
treated  as  an  event  occurring  in  the  month  to  which  such 
net  earnings  are  charged. 

“Months  to  Which  Net  Earnings  Are  Charged 
“(e)  For  the  purposes  of  subsections  (b)  and  (c)  — 
“(1)  If  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  not  more  than 
the  product  of  $50  times  the  -number  of  months  in  such 
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year,  no  month  in  such  year  shall  be  charged  with  more 
than  $50  of  net  earnings  from  self-employment. 

“(2)  If  an  individual's  net  earnings  from  self- 

employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year,  each 
month  of  such  year  shall  he  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be 
further  charged  to  months  as  follows:  The  first  $50 
of  such  excess  shall  be  charged  to  the  last  month 
of  such  taxable  year,  and  the  balance,  if  any,  of 

such  excess  shall  be  charged  at  the  rate  of  $50 
per  month  to  each  preceding  month  in  such  year 
until  all  of  such  balance  has  been  applied,  except  that 

no  part  of  such  excess  shall  be  charged  to  any  month 

(A)  for  which  such  individual  was  not  entitled  to  a 
benefit  under  this  title,  (B)  in  which  an  event  de¬ 
scribed  in  paragraph  (1),  (3),  (4),  or  (5)  of  sub¬ 
section  (b)  occurred,  (O)  in  which  such  individual  was 
age  seventy-five  or  over,  or  (D)  in  which  such 
individual  did  not  engage  in  self-employment. 

“(3)  (A)  As  used  in  paragraph  (2),  the  term 
‘last  month  of  such  taxable  year’  means  the  latest  month 
in  such  year  to  which  the  charging  of  the  excess  de- 
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scribed  in  such  paragraph  is  not  prohibited  by  the  appli¬ 
cation  of  clauses  (A),  (B),  (C),and  (D)  thereof. 

“(B)  Bor  the  purposes  of  clause  (D)  of  paragraph 
(2) ,  an  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in 
such  month  until  it  is  shown  to  the  satisfaction  of  the 
Administrator  that  such  individual  rendered  no  sub¬ 
stantial  services  in  such  month  with  respect  to  any 
trade  or  business  the  net  income  or  loss  of  which  is 
includible  in  computing  his  net  earnings  from  self- 
employment  for  any  taxable  year.  The  Administrator 
shall  by  regulations  prescribe  the  methods  and  criteria 
for  determining  whether  or  not  an  individual  has 
rendered  substantial  services  with  respect  to  any  trade 
or  business. 

“Penalty  for  Failure  to  Beport  Certain  Events 
“(f)  Any  individual  in  receipt  of  benefits  subject  to 
deduction  under  subsection  (b)  or  (c)  (or  who  is  in 
receipt  of  such  benefits  on  behalf  of  another  individual), 
because  of  the  occurrence  of  an  event  specified  therein  (other 
than  an  event  described  in  subsection  (b)  (2)  or  (c)  (2)  ) , 
shall  report  such  occurrence  to  the  Administrator  prior 
to  the  receipt  and  acceptance  of  an  insurance  benefit  for 
the  second  month  following  the  month  in  which  such  event 
occurred.  Any  such  individual  having  knowledge  thereof, 
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who  fails  to  report  any  such  occurrence,  shall  suffer  an 
additional  deduction  equal  to  that  imposed  under  subsection 
(b)  or  (c),  except  that  the  first  additional  deduction  im¬ 
posed  by  this  subsection  in  the  case  of  any  individual  shall 
not  exceed  an  amount  equal  to  one  month’s  benefit  even 
though  the  failure  to  report  is  with  respect  to  more  than 
one  month. 

“Report  to  Administrator  of  Net  Earnings  From 

Self-Employment 

“(g)  (1)  If  an  individual  is  entitled  to  any  monthly  in¬ 
surance  benefit  under  section  202  during  any  taxable  year  in 
which  he  has  net  earnings  from  self-employment  in  excess 
of  the  product  of  $50  times  the  number  of  months 
in  such  year,  such  individual  (or  the  individual  who 
is  in  receipt  of  such  benefit  on  his  behalf)  shall 
make  a  report  to  the  Administrator  of  his  net  earn¬ 
ings  from  self-employment  for  such  taxable  year.  Such 
report  shall  he  made  on  or  before  the  fifteenth  day  of  the 
third  month  following  the  close  of  such  year,  and  shall  contain 
such  information  and  be  made  in  such  manner  as  the  Admin¬ 
istrator  may  by  regulations  prescribe.  Such  report  need  not 
be  made  for  any  taxable  year  beginning  with  or  after  the 
month  in  which  such  individual  attained  the  age  of  seventy- 
five. 

“(2)’  If  an  individual  fails  to  make  a  report  required 
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under  paragraph  ( 1 ) ,  within  the  time  prescribed  therein, 
of  his  net  earnings  from  self-employment  for  any  taxable 
year  and  any  deduction  is  imposed  under  subsection  (b)  (2) 
by  reason  of  such  net  earnings — 

“(A)  such  individual  shall  suffer  one  additional 
deduction  in  an  amount  equal  to  his  benefit  or  benefits 
for  the  last  month  in  such  taxable  year  for  which  he 
was  entitled  to  a  benefit  under  section  202;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
an  additional  deduction  in  the  same  amount  for  each 
month  or  fraction  thereof  during  which  such  failure 
continues  after  such  fourth  month; 
except  that  the  number  of  the  additional  deductions  required 
by  this  paragraph  shall  not  exceed  the  number  of  months  in 
such  taxable  year  for  which  such  individual  received  and 
accepted  insurance  benefits  under  section  202  and  for  which 
deductions  are  imposed  under  subsection  (b)  (2)  by 

reason  of  such  net  earnings  from  self-employment.  If 
more  than  one  additional  deduction  would  be  imposed  under 
this  paragraph  with  respect  to  a  failure  by  an  individual 
to  file  a  report  required  by  paragraph  ( 1 )  and  such  failure 
is  the  first  for  which  any  additional  deduction  is  imposed 
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under  this  paragraph,  only  one  additional  deduction  shall 
he  imposed  with  respect  to  such  first  failure. 

“(3)  If  the  Administrator  determines,  on  the  basis  of 
information  obtained  by  or  submitted  to  him,  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  bene¬ 
fits  under  section  202  for  any  taxable  year  will  suffer  deduc¬ 
tions  imposed  under  subsection  (b)  (2)  by  reason  of  his 
net  earnings  from  self-employment  for  such  year,  the 
Administrator  may,  before  the  close  of  such  taxable 
year,  suspend  the  payment  for  each  month  in  such  year 
(or  for  only  such  months  as  the  Administrator  may  specify) 
of  the  benefits  payable  on  the  basis  of  such  individual's 
wages  and  self-employment  income;  and  such  suspension 
shall  remain  in  effect  with  respect  to  the  benefits  for  any 
month  until  the  Administrator  has  determined  whether  or  not 
any  deduction  is  imposed  for  such  month  under  subsection 
(b) .  The  Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  information  with  respect  to  such  net  earnings  as  the 
Administrator  may  specify,  A  failure  by  such  individual 
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to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (b)  (2)  by  reason  of 
his  net  earnings  from  self-employment  for  such  year. 
“Deductions  With  Respect  to  Certain  Lump  Sum  Payments 
“(h)  Deductions  shall  also  be  made  from  any  old-age 
insurance  benefit  to  which  an  individual  is  entitled,  or  from 
any  other  insurance  benefit  payable  on  the  basis  of  such 
individual’s  wages  or  self-employment  income,  until  such 
deductions  total  the  amount  of  any  lump  sum  paid  to  such 
individual  under  section  204  of  the  Social  Security  Act  in 
force  prior  to  the  date  of  enactment  of  the  Social  Security 
Act  Amendments  of  1939. 

“Attainment  of  Age  Seventy-five 
“  (i)  For  the  purposes  of  this  section,  an  individual 
shall  be  considered  as  seventy-five  years  of  age  during  the 
entire  month  in  which  he  attains  such  age.” 

(b)  The  amendments  made  by  this  section  shall  take 
effect  January  1,  1950. 

DEFINITIONS 

Sec.  104.  (a)  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  209  and  inserting  in  lieu 
thereof  the  following! 
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“definition  of  wages 

“Sec.  209.  For  the  purposes  of  this  title,  the  term 
‘wages’  means  remuneration  paid  prior  to  1950  which  was 
wages  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  payment  of  such  remuneration,  and  remuneration  paid 
after  1949  for  employment,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other  than  cash;  except 
that,  in  the  case  of  remuneration  paid  after  1949,  such  term 
shall  not  include — 

“  (a)  That  part  of  the  remuneration  which,  after 
remuneration  ( other  than  remuneration  referred  to  in  the 
succeeding  subsections  of  this  section)  equal  to  $3,600 
with  respect  to  employment  has  been  paid  to  an  indi¬ 
vidual  by  an  employer  during  any  calendar  year,  is 
paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a 
trade  or  business  of  a  predecessor,  and  immediately 
after  the  acquisition  employs  in  his  trade  or  business  an 
individual  who  immediately  prior  to  the  acquisition  was 
employed  in  the  trade  or  business  of  such  predecessor, 
then,  for  the  purpose  of  determining  whether  such 
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employer  has  paid  remuneration  (other  than  remu¬ 
neration  referred  to  in  the  succeeding  subsections  of  this 
section)  with  respect  to  employment  equal  to  $3; 600 
to  such  individual  during  such  calendar  year,  any  re¬ 
muneration  with  respect  to  employment  paid  (or  con¬ 
sidered  under  this  subsection  as  having  been  paid)  to 
such  individual  by  such  predecessor  during  such  calendar 
year  and  prior  to  such  acquisition  shall  be  considered 
as  having  been  paid  by  such  employer; 

“(b)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees)  generally  or  for  a  class  or  classes  of  his* 
employees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide 
for  any  such  payment),  on  account  of  (1)  retirement, 
or  (2)  sickness  or  accident  disability,  or  (3)  medical 
or  hospitalization  expenses  in  connection  with  sickness 
or  accident  disability,  or  (4)  death; 

“(c)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“(d)  Any  payment  on  account  of  sickness  or 
accident  disability,  or  medical  or  hospitalization  ex- 
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penses  in  connection  with  sickness  or  accident  disability, 
made  by  an  employer  to,  or  on  behalf  of,  an  employee 
after  the  expiration  of  six  calendar  months  following 
the  last  calendar  month  in  which  the  employee  worked 
for  such  employer; 

“(e)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  (1)  from  or  to  a  trust  exempt  from  tax 
under  section  165  (a)  of  the  Internal  Revenue  Code 
at  the  time  of  such  payment  unless  such  payment  is 
made  to  an  employee  of  the  trust  as  remuneration  for 
services  rendered  as  such  employee  and  not  as  a  bene¬ 
ficiary  of  the  trust,  or  (2)  under  or  to  an  annuity  plan 
which,  at  the  time  of  such  payment,  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5),  and  (6) 

of  such  code; 

“(f)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (1) 
of  the  tax  imposed  upon  an  employee  under  section 
1400  of  the  Internal  Revenue  Code,  or  (2)  of  any 
payment  required  from  an  employee  under  a  State 
unemployment  compensation  law ; 

“  (g)  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  hi  the  course  of 
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the  employer’s  trade  or  business  (including  domestic 
service  in  a  private  home  of  the  employer)  ;  or 

“(h)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  retirement  age  (as  defined  in  section  216 
(a)  ) ,  if  he  did  not  work  for  the  employer  in  the  period 
for  which  such  payment  is  made. 

Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  title,  be  considered  as  remuneration  paid  to  him  by 
his  employer;  except  that,  in  the  case  of  tips,  only  so  much 
of  the  amount  thereof  received  during  any  calendar  quarter 
as  the  employee,  before  the  expiration  of  ten  days  after  the 
close  of  such  quarter,  reports  in  writing  to  his  employer 
as  having  been  received  by  him  in  such  quarter  shall  be 
considered  as  remuneration  paid  by  his  employer,  and  the 
amount  so  reported  shall  be  considered  as  having  been  paid 
to  him  by  his  employer  on  the  date  on  which  such  report 
is  made  to  the  employer. 

“definition  of  employment 
“Sec.  210.  For  the  purposes  of  this  title — 

“Employment 

“(a)  The  term  ‘employment’  means  any  service  per¬ 
formed  after  1936  and  prior  to  1950  which  was  employ- 
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ment  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  period  in  which  such  service  was  performed,  and  any 
service  of  whatever  nature  performed  after  1949  either 
(A)  by  an  employee  for  the  person  employing  him,  irrespec¬ 
tive  of  the  citizenship  or  residence  of  either,  (i)  within  the 
United  States,  or  (ii)  on  or  in  connection  with  an  American 
vessel  or  American  aircraft  under  a  contract  of  service  which 
is  entered  into  within  the  United  States  or  during  the  per¬ 
formance  of  which  the  vessel  or  aircraft  touches  at  a  port  in 
the  United  States,  if  the  employee  is  employed  on  and  in  con¬ 
nection  with  such  vessel  or  aircraft  when  outside  the  United 
States,  or  (B)  outside  the  United  States  by  a  citizen  of  the 
United  States  as  an  employee  for  an  American  employer 
(as  defined  in  subsection  (e)  )  ;  except  that,  in  the  case  of 
service  performed  after.  1949,  such  term  shall  not  include — 

“(1)  Agricultural  labor  (as  defined  in  subsec¬ 
tion  (f)  )  ; 

“'(2)  (A)  Service  not  in  the  course  of  the  em¬ 

ployer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a 
farm  operated  for  profit; 

“  (B)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university! 
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“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter.  As  used 
in  this  paragraph,  the  term  ‘service  not  in  the  course 
of  the  employer’s  trade  or  business’  includes  domestic 
service  in  a  private  home  of  the  employer; 

“  (4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother; 

“(5)  Service  performed  by  an  individual  on  or 
in  connection  with  a  vessel  not  an  American  vessel, 
or  on  or  in  connection  with  an  aircraft  not  an  American 
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aircraft,  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States ; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumentality 
is  exempt  from  the  tax  imposed  by  section  1410  of  the 
Internal  Kevenue  Code  by  virtue  of  any  provision  of 
law  which  specifically  refers  to  such  section  in  granting 
such  exemption; 

“(7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned 
by  the  United  States,  but  only  if  (i)  such  service  is 
covered  by  a  retirement  system,  established  by  a  law 
of  the  United  States,  for  employees  of  the  United  States 
or  of  such  instrumentality,  or  (ii)  such  service  is 
performed — 

“(A)  by  the  President  or  Vice  President  of 
the  United  States  or  by  a  Member,  Delegate,  or 
Resident  Commissioner,  of  or  to  the  Congress; 

“(B)  in  the  legislative  branch; 

“(C)  in  the  field  service  of  the  Post  Office 
Department; 

“(D)  in  or  under  the  Bureau  of  the  Census 
of  the  Department  of  Commerce  by  temporary  em- 
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ployees  employed  for  the  taking  of  any  census; 

“(E)  by  any  employee  who  is  excluded  hy 
Executive  order  from  the  operation  of  the  Civil 
Service  Eetirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis ; 

“(E)  by  any  employee  receiving  nominal  com¬ 
pensation  of  $12  or  less  per  annum; 

“(G)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  hy  a  patient  or  inmate  thereof; 

“(H)  by  any  employee  who  is  excluded  hy 

♦ 

Executive  order  from  the  operation  of  the  Civil 
Service  Eetirement  Act  of  1930  because  he  is  serv¬ 
ing  under  a  temporary  appointment  pending  final 
determination  of  eligibility  for  permanent  or  in¬ 
definite  appointment; 

“  (I)  by  any  consular  agent  appointed  under 
authority  of  section  551  of  the  Foreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951)  ; 

“  ( J)  hy  any  employee  included  under  section 
2  of  the  Act  of  August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other  student  employees 
of  hospitals  of  the  Federal  Government  ;  5  U.  S.  C., 


sec.  1052)  ; 

“  (K)  in  the  employ  of  the  Tennessee  Valley 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


39 


Authority  in  a  position  which  is  covered  by  a  retire¬ 
ment  system  established  by  such  Authority ; 

“(L)  by  any  employee  serving  on  a  tempo¬ 
rary  basis  in  case  of  fire,  storm,  earthquake,  flood, 
or  other  emergency;  or 

“  (M)  by  any  employee  who  is  employed  under 
a  Federal  relief  program  to  relieve  him  from  un¬ 
employment  ; 

“(8)  (A)  Service  (other  than  service  included 

under  an  agreement  under  section  218  and  other  than 
service  to  which  subparagraph  (B)  of  this  paragraph 
is  applicable)  performed  in  the  employ  of  a  State,  or 
any  political  subdivision  thereof,  or  any  instrumentality 
of  any  one  or  more  of  the  foregoing  which  is  wholly 
owned  by  one  or  more  States  or  political  subdivisions; 

“(B)  Service  (other  than  service  included  under 
an  agreement  under  section  218)  performed  in  the  em¬ 
ploy  of  any  political  subdivision  of  a  State  in  connection 
with  the  operation  of  any  public  transportation  system 
unless  such  service  is  performed  by  an  employee  who — 
“  (i)  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system 
or  any  part  thereof;  and 
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“  (ii)  prior  to  such  acquisition  rendered  services 
in  employment  (as  an  employee  of  a  person  other 
than  one  designated  in  subparagraph  (A)  of  this 
paragraph)  in  connection  with  the  operation  of 
such  transportation  system  or  part  thereof. 

In  the  case  of  an  employee  described  in  clauses  (i)  and 
|(ii)  who  became  such  an  employee  in  connection  with 
an  acquisition  made  prior  to  1950,  this  subparagraph 
shall  not  be  applicable  with  respect  to  such  employee 
if  the  political  subdivision  employing  him  files  with 
the  Commissioner  of  the  Internal  Revenue  prior  to 
January  1,  1950,  a  statement  that  it  does  not  favor 
the  inclusion  under  this  subparagraph  of  any  individual 
who  became  an  employee  in  connection  with  such  acqui¬ 
sitions  made  prior  to  1950.  For  the  purposes  of  this 
subparagraph  the  term  ‘political  subdivision’  includes 
an  instrumentality  of  one  or  more  political  subdivisions 
of  a  State ; 

“(9)  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order 
in  the  exercise  of  duties  required  by  such  order; 

“(10)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  defined  in  sec¬ 
tion  1532  of  the  Internal  Revenue  Code; 
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“(11)  (A)  Service  performed  In  any  calendar 
quarter  in  the  employ  of  a  113-  organization  exempt  from 
income  tax  under  section  101  of  the  Internal  Revenue 
Code,  if  the  remuneration  for  such  service  is  less  than 
$100; 

“(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly  attending  classes 
at  such  school,  college,  or  university; 

“  (12)  Service  performed  in  the  employ  of  a  foreign 
government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative)  ; 

“  ( 13 )  Service  performed  in  the  employ  of  an  instru¬ 
mentality  wholly  owned  by  a  foreign  government — 

“  (A)  If  the  service  is  of  a  character  similar  to 
that  performed  in  foreign  countries  by  empkyees  of 
the  United  States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
emplo}rees  thereof  exemption  is  claimed,  grants  an 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
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the  United  States  Government  and  of  instrumentali¬ 
ties  thereof; 

"(14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law; 

“(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity) ,  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  ; 

“.(16)]  '(A)  Service  performed  by  an  individual 
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under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution ; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him  at 
a  fixed  price,  his  compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the  amount  at 
which  the  newspapers  or  magazines  are  charged  to  him, 
whether  or  not  he  is  guaranteed  a  minimum  amount  of 
compensation  for  such  service,  or  is  entitled  to  he 

‘  ;  x:  -  :  '  x.  1  *  *  ..  i  ",r 

credited  with  the  unsold  newspapers  or  magazines  turned 
back; 

“  (17)  Service  performed  in  the  employ  of  an  inter¬ 
national  organization  entitled  to  enjoy  privileges,  ex¬ 
emptions,  and  immunities  as  an  international  organiza¬ 
tion  under  the  International  Organizations  Immunities 
Act  (59  Stat.  669)  ;  or 

“(18)  Service  performed  by  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,  off  the  premises  of  such  person,  under  an  ar¬ 
rangement  whereby  such  Individual  receives  his  entire 
remuneration  (other  than  prizes)  for  such  service 
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directly  from  the  purchasers  of  such  goods  or  commodi¬ 
ties,  if  such  person  makes  no  provision  (other  than  by 
correspondence)  with  respect  to  the  training  of  such 
individual  for  the  performance  of  such  service  and 
imposes  no  requirement  upon  such  individual  with  re¬ 
spect  to  (A)  the  fitness  of  such  individual  to  perform 
such  service,  (B)  the  geographical  area  in  which  such 
service  is  to  be  performed,  (C)  the  volume  of  goods 
or  commodities  to  he  sold  or  distributed,  or  (D)  the 
selection  or  solicitation  of  customers. 

“Included  and  Excluded  Service 
“(b)  If  the  services  performed  during  one-half  or  more 
of  any  pay  period  by  an  employee  for  the  person  employing 
him  constitute  employment,  all  the  services  of  such  employee 
for  such  period  shall  be  deemed  to  be  employment;  but  if 
the  services  performed  during  more  than  one-half  of  any  such 
pay  period  by  an  employee  for  the  person  employing  him  do 
not  constitute  employment,  then  none  of  the  services  of  such 
employee  for  such  period  shall  be  deemed  to  be  employment. 
As  used  in  this  subsection,  the  term  ‘pay  period*  means  a 
period  (of  not  more  than  thirty-one  consecutive  days)  for 
which  a  payment  of  remuneration  is  ordinarily  made  to  the 
employee  by  the  person  employing  him.  This  subsection 
shall  not  be  applicable  with  respect  to  services  performed  in 
a  pay  period  by  an  employee  for  the  person  employing  him, 
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where  any  of  such  service  is  excepted  by  paragraph  (10)  of 
subsection  -(a) . 

“American  Vessel 

“(c)  The  term  ‘American  vessel’  means  any  vessel 
documented  or  numbered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which  is  neither  documented 
or  numbered  under  the  laws  of  the  United  States  nor 
documented  under  the  laws  of  any  foreign  country,  if  its 
crew  is  employed  solely  by  one  or  more  citizens  or  residents 
of  the  United  States  or  corporations  organized  under  the 
laws  of  the  United  States  or  of  any  State. 

“American  Aircraft 

“(d)  The  term  ‘American  aircraft’  means  an  aircraft 
registered  under  the  laws  of  the  United  States. 

“American  Employer 

“(e)  The  term  ‘American  employer’  means  an  em¬ 
ployer  which  is  (1)  the  United  States  or  any  instrumental¬ 
ity  thereof,  (2)  a  State  or  any  political  subdivision  thereof, 
or  any  instrumentality  of  any  one  or  more  of  the  foregoing, 

(3)  an  individual  who  is  a  resident  of  the  United  States, 

(4)  a  partnership,  if  two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (5)  a  trust,  If  all  of  the 
trustees  are  residents  of  the  United  States,  or  (0)  a  corpora¬ 
tion  organized  under  the  laws  of  the  United  States  or  of  any 
State. 
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“Agricultural  Labor 

“(f)  The  term  'agricultural  labor’  includes  all  service 
performed — 

“(1)  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and  wildlife. 

“  (2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“  (3)  In  connection  with  the  production  or  harvest¬ 
ing  of  any  commodity  defined  as  an  agricultural  com¬ 
modity  in  section  15  (g)  of  the  Agricultural  Marketing 
Act,  as  amended,  or  in  connection  with  the  ginning  of 
cotton. 

“(4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging,  proc¬ 
essing,  freezing,  grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  transportation  to  market, 
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in  its  unmanufactured  state,  any  agricultural  or  horti¬ 
cultural  commodity;  but  only  if  such  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to 
which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (A) , 
but  only  if  such  operators  produced  all  of  the  commodity 
with  respect  to  which  such  service  is  performed.  For 
the  purposes  of  this  subparagraph,  any  unincorporated 
group  of  operators  shall  be  deemed  a  cooperative  organi¬ 
zation  if  the  number  of  operators  comprising  such  group 
is  more  than  twenty  at  any  time  during  the  calendar 
quarter  in  which  such  service  is  performed. 

“(C)  The  provisions  of  subparagraphs  (A)  and 
(B)  shall  not  be  deemed  to  be  applicable  with  respect  to 
service  performed  in  connection  with  commercial  can-  • 
ning  or  commercial  freezing  or  in  connection  with  any 
agricultural  or  horticultural  commodity  after  its  delivery 
to  a  terminal  market  for  distribution  for  consumption. 

“Farm 

“(g)  The  term  ‘farm’  includes  stock,  dairy,  poultry, 
fruit,  fur-bearing  animal,  and  truck  farms,  plantations, 
ranches,  nurseries,  ranges,  greenhouses  or  other  similar 
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structures  used  primarily  for  the  raising  of  agricultural  or 
horticultural  commodities,  and  orchards. 

“State 

“(h)  The  term  ‘State’  includes  Alaska,  Hawaii,  the 
District  of  Columbia,  and  the  Virgin  Islands;  and  on  and 
after  the  effective  date  specified  in  section  221  such  term 
includes  Puerto  Rico. 

“United  States 

“(i)  The  term  ‘United  States’  when  used  in  a  geo¬ 
graphical  sense  means  the  States,  Alaska,  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Virgin  Islands;  and  on  and  after 
the  effective  date  specified  in  section  221  such  term  includes 
Puerto  Rico. 

“Citizen  of  Puerto  Rico 

“(j)  An  individual  who  is  a  citizen  of  Puerto  Rico 
(but  not  otherwise  a  citizen  of  the  United  States)  and 
who  is  not  a  resident  of  the  United  States  shall  not  be 
considered,  for  the  purposes  of  this  section,  as  a  citizen 
of  the  United  States  prior  to  the  effective  date  specified 
in  section  221. 

“Emploj^ee 

“  (k)  The  term  ‘employee’  means — 

"(i):  any  officer  of  a  corporation;  or 
“  (2)  any  individual  who,  under  the  usual  common 

law  rules  applicable  in  determining  the  employer- 
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employee  relationship,  has  the  status  of  an  employee. 
For  purposes  of  this  paragraph,  if  an  individual  (either 
alone  or  as  a  member  of  a  group)  performs  service  for 
any  other  person  under  a  written  contract  expressly 
reciting  that  such  person  shall  have  complete  control 
over  the  performance  of  such  service  and  that  such  in¬ 
dividual  is  an  employee,  such  individual  with  respect 
to  such  service  shall,  regardless  of  any  modification 
not  in  writing,  be  deemed  an  employee  of  such  person 
(or,  if  such  person  is  an  agent  or  employee  with  respect 
to  the  execution  of  such  contract,  the  employee  of  the 
principal  or  employer  of  such  person)  ;  or 

“  ( 3 )  any  individual  ( other  than  an  individual  who 
is  an  employee  under  paragraph  (1)  or  (2)  of  this 
subsection)  who  performs  services  for  remuneration 
for  any  person — 

“(A)  as  an  outside  salesman  in  the  manufac¬ 
turing  or  wholesale  trade; 

“(B)  as  a  full-time  life  insurance  salesman; 

“(C)  as  a  driver-lessee  of  a  taxicab ; 

“(D)  as  a  home  worker  on  materials  or  goods 
which  are  furnished  by  the  person  for  whom  the 
services  are  performed  and  which  are  required  to  be 
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returned  to  such  person  or  to  a  person  designated 
bv  him ; 

“(E)  as  a  contract-logger; 

“(F)  as  a  lessee  or  licensee  of  space  within 
a  mine  when  substantially  all  of  the  product  of  such 
services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor ;  or 

“(G)  as  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  individual  (i) 
is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the 
services  with  respect  to  designated  or  regular  cus¬ 
tomers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
if  the  contract  of  service  contemplates  that  substantially 
all  of  such  services  (other  than  the  services  described 
in  subparagraph  (F)  )  are  to  be  performed  personally 
by  such  individual;  except  that  an  individual  shall  not 
be  included  in  the  term  ‘employee’  under  the  provi¬ 
sions  of  this  paragraph  if  such  individual  has  a  substan¬ 
tial  investment  (other  than  the  investment  by  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 
the  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  if  the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


51 


services  are  in  the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed;  or 

“(4)  any  individual  who  is  not  an  employee 
under  paragraph  (1),  (2),  or  (3)  of  this  subsection 
but  who,  in  the  performance  of  service  for  any  per¬ 
son  for  remuneration,  has,  with  respect  to  such  serv¬ 
ice,  the  status  of  an  employee,  as  determined  by  the 
combined  effect  of  (A)  control  over  the  individual, 
(B)  permanency  of  the  relationship,  (C)  regularity 
and  frequency  of  performance  of  the  service,  (D)  inte¬ 
gration  of  the  individual’s  work  in  the  business  to  which 
he  renders  service,  (E)  lack  of  skill  required  of  the 
individual,  (E)  lack  of  investment  by  the  individual  in 
facilities  for  work,  and  (Gf)  lack  of  opportunities  of  the 
individual  for  profit  or  loss. 

“self-employment 

“Sec.  211.  Eor  the  purposes  of  this  title — 

“Net  Earnings  from  Self-Employment 
“  (a)  The  term  ‘net  earnings  from  self-employment’ 
means  the  gross  income,  as  computed  under  chapter  1 
of  the  Internal  Revenue  Code,  derived  by  an  indi¬ 
vidual  from  any  trade  or  business  carried  on  by  such  indi¬ 
vidual,  less  the  deductions  allowed  under  such  chapter  which 
are  attributable  to  such  trade  or  business,  plus  his  distributive 
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share  (whether  or  not  distributed)  of  the  net  income  or  loss, 
as  computed  under  such  chapter,  from  any  trade  or  busi¬ 
ness  carried  on  by  a  partnership  of  which  he  is  a  member; 
except  that  in  computing  such  gross  income  and  deductions 
and  such  distributive  share  of  partnership  net  income  or 
loss — 

“  ( 1 )  There  shall  be  excluded  rentals  from  real 
estate  (including  personal  property  leased  with  the  real 
estate)  and  deductions  attributable  thereto,  unless  such 
rentals  are  received  in  the  course  of  a  trade  or  business 
as  a  real  estate  dealer; 

“(2)  There  shall  be  excluded  income  derived  from 
any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  employees,  the  major 
portion  of  the  services  would  constitute  agricultural 
labor  as  defined  in  section  210  (f)  ;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture,  note, 
or  certificate,  or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered  form  by  any 
corporation  (including  one  issued  by  a  government  or 
political  subdivision  thereof)  unless  such  dividends 
and  interest  are  received  in  the  course  of  a  trade  or  busi¬ 
ness  as  a  dealer  in  stocks  or  securities ; 
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“  (4)  There  shall  be  excluded  any  gain  or  loss 
(A)  which  is  considered  under  chapter  1  of  the  Internal 
Revenue  Code  as  gain  or  loss  from  the  sale  or  exchange 
of  a  capital  asset,  (B)  from  the  cutting  or  disposal  of 
timber  if  section  117  (j)  of  such  code  is  applicable 
to  such  gain  or  loss,  or  (C)  from  the  sale,  exchange, 
involuntary  conversion,  or  other  disposition  of  property 
if  such  property  is  neither  (i)  stock  in  trade  or  other 
property  of  a  kind  which  would  properly  be  includible 
in  inventory  if  on  hand  at  the  close  of  the  taxable  year, 
nor  (ii)  property  held  primarily  for  sale  to  customers  in 
the  ordinary  course  of  the  trade  or  business; 

“(5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s)  of  such  code  shall  not  be  allowed; 

“(6)  (A)  If  any  of  the  income  derived  from  a 
trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership)  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the  gross 
income  and  deductions  of  the  wife ; 
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“  (B)  If  any  portion  of  a  partner’s  distributive  share 
of  the  net  income  or  loss  from  a  trade  or  business  carried 
on  by  a  partnership  is  community  income  or  loss  under 
the  community  property  laws  applicable  to  such  share,  all 
of  such  distributive  share  shall  be  included  in  computing 
the  net  earnings  from  self-employment  of  such  partner, 
and  no  part  of  such  share  shall  be  taken  into  account 
in  computing  the  net  earnings  from  self-employment  of 
the  spouse  of  such  partner; 

“(7)  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  221, 
(A)  the  term  ‘possession  of  the  United  States'  as  used 
in  section  251  of  the  Internal  Revenue  Code  shall  not 
include  Puerto  Rico,  and  (B)  a  citizen  or  resident  of 
Puerto  Rico  shall  compute  his  net  earnings  from  self- 
employment  in  the  same  manner  as  a  citizen  of  the 
United  States  and  withoiV  regard  to  the  provisions  of 
section  252  of  such  code; 

“(8)  There  shall  be  excluded  income  derived  from 
a  trade  or  business  of  publishing  a  newspaper  or  other 
publication  having  a  paid  circulation,  together  with  the 
income  derived  from  other  activities  conducted  in  con¬ 
nection  with  such  trade  or  business;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income. 

If  the  taxable  year  of  a  partner  is  different  from  that  of  the 
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partnership,  the  distributive  share  which  he  is  required  to 
include  in  computing  his  net  earnings  from  self-employment 
shall  be  based  upon  the  net  income  or  loss  of  the  partnership 
for  any  taxable  year  of  the  partnership  '(even  though  begin¬ 
ning  prior  to  1950)  ending  within  or  with  his  taxable  year. 

“Self-Employment  Income 

“  (b)  The  term  ‘self-employment  income’  means  the  net 
earnings  from  self-employment  derived  by  an  individual 
(other  than  a  nonresident  alien  individual)  during  any 
taxable  year  beginning  after  1949;  except  that  such  term 
shall  not  include — 

“  (1)  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,600,  minus 
(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  221,  an  individual  who  is 
a  citizen  of  Puerto  Rico  (hut  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  during  such  taxable  year  shall  be  considered,  for  the 
purposes  of  this  subsection,  as  a  nonresident  alien  individual. 
An  individual  who  is  not  a  citizen  of  the  United  States  but 
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1  who  is  a  resident  of  the  Virgin  Islands  or  (after  the  effective 

2  date  specified  in  section  221)  a  resident  of  Puerto  Rico 

3  shall  not,  for  the  purposes  of  this  subsection,  be  considered 

4  to  be  a  nonresident  alien  individual. 

5  “Trade  or  Business 

6  “(c)  The  term  Trade  or  business’,  when  used  with 
I  reference  to  self-employment  income  or  net  earnings  from 
8  self-employment,  shall  have  the  same  meaning  as  when 
3  used  in  section  23  of  the  Internal  Revenue  Code,  except 

Id  that  such  term  shall  not  include— 

“(1)  The  performance  of  the- functions  of  a  public 
office ; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  (other  than  service  described  in  sec¬ 
tion  210  (a)  (16)  (B)  or  section  210  (a)  (18) 

performed  by.  an  individual  who  lias  attained  the  age  of 
eighteen)  ; 

“(3)  The  performance  of  service  by  an  individual 
as  an  emplo3Tee  or  employee  representative  as  defined 
in  section  1532  of  the  Internal  Revenue  Code; 

“(4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  diities  required  by 
such  order;  or 
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“(5)'  The  performance  of  service  by  an  individual 
in  the  exercise  of  bis  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome¬ 
trist,  or  as  a  Christian  Science  practitioner,  or  as  an 
aeronautical,  chemical,  civil,  electrical,  mechanical, 
metallurgical,  or  mining  engineer;  or  the  performance 
of  such  service  by  a  partnership. 

“Partnership  and  Partner 

“(d)  The  term  ‘partnership’  and  the  term  ‘partner’ 
shall  have  the  same  meaning  as  when  used  in  supplement 
P  of  chapter  1  of  the  Internal  Revenue  Code. 

“Taxable  Year 

“(e)  The  term  ‘taxable  year’  shall  have  the  same 
meaning  as  when  used  in  chapter  1  of  the  Internal  Revenue 
Code;  and  the  taxable  year  of  any  individual  shall  be  a 
calendar  year  unless  he  has  a  different  taxable  year  for  the 
purposes  of  chapter  1  of  such  code,  in  which  case  his  taxable 
year  for  the  purposes  of  this  title  shall  be  the  same  as  his 
taxable  year  under  such  chapter  1. 

“crediting  of  self-employment  income  to  calendar 

YEARS 

“Sec.  212.  Por  the  purposes  of  determining  the  average 
monthly  wage,  quarters  of  coverage,  and  years  of  coverage, 
the  amount  of  self-employment  income  derived  during  any 
taxable  year  shall  be  credited  to  calendar  years  as  follows; 
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“  ( 1 )  In  the  case  of  a  taxable  year  which  is  a 
calendar  year,  or  which  begins  and  ends  in  the  same 
calendar  j^ear,  the  self-employment  income  of  such  tax¬ 
able  year  shall  be  credited  to  such  calendar  year. 

“(2)  In  the  case  of  a  taxable  year  which  begins 
in  one  calendar  year  and  ends  in  another  calendar 
year,  the  calendar  year  in  which  such  taxable  year 
began  shall  be  credited  with  the  same  proportion  of 
the  self-employment  income  derived  during  the  taxable 
year  as  the  number  of  months  in  such  calendar  year 
which  are  included  in  such  taxable  year  is  of  the  num¬ 
ber  of  months  in  the  taxable  year,  and  the  balance  of 
such  self-employment  income  shall  be  credited  to  the 
calendar  year  in  which  such  taxable  year  ended.  For 
the  purposes  of  this  paragraph  a  fractional  part  of  a 
month  shall  be  considered  as  a  month. 

“quarter  and  quarter  of  coverage 
“Definitions 

“Sec.  213.  (a)  For  the  purposes  of  this  title — 

“  ( 1 )  The  term  ‘quarter',  and  the  term  ‘calendar  quar¬ 
ter',  means  a  period  of  three  calendar  months  ending  on 
March  31,  June  30,  September  30,  or  December  31. 

“  (2)  (A)  The  term  ‘quarter  of  coverage’  means,  in  the 
case  of  any  quarter  occurring  prior  to  1950,  a  quarter  in 
which  the  individual  has  been  paid  $50  or  more  in  wages.  In 
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the  case  of  any  individual  who  has  been  paid,  in  a  calendar 
year  prior  to  1950,  $3,000  or  more  in  wages  each  quarter 
of  such  year  following  his  first  quarter  of  coverage  shall  be 
deemed  a  quarter  of  coverage,  excepting  any  quarter  in  such 
year  in  which  such  individual  died  or  became  entitled  to  a 
primary  insurance  benefit  and  an}7  quarter  succeeding  such 
quarter  in  which  he  died  or  became  so  entitled. 

“(B)  The  term  ‘quarter  of  coverage’  means,  in  the  case 
of  a  quarter  occurring  after  1949,  a  quarter  in  which  the 
individual  has  been  paid  $100  or  more  in  wages  or  for  which 
he  has  been  credited  (as  determined  under  subsection  (b)  > 
with  $200  or  more  of  self-employment  income,  except 
that — • 

“(i)  no  quarter  after  the  quarter  in  which  such 
individual  died  shall  be  a  quarter  of  coverage ; 

“(ii)  no  quarter  any  part  of  which  is  included  in 
a  period  of  disability  (as  defined  in  section  219  (i)  ), 
other  than  the  initial  or  last  quarter,  shall  be  a  quarter 
of  coverage; 

“  (iii)  if  the  sum  of  the  wages  paid  to  an  individual 
in  a  calendar  year  and  his  self-employment  income 
credited  to  such  year  (as  determined  under  section  212) 
is  equal  to  or  exceeds  $3,600,  each  quarter  of  such  year 
shall  (subject  to  clauses  (i)  and  (ii)  )  be  a  quarter  of 
coverage;  and 
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“  (iv)  no  quarter  shall  be  counted  as  a  quarter  of 
coverage  prior  to  the  beginning  of  such  quarter. 

“Crediting  of  Self-Employment  Income  to  Quarters  in  a 

Calendar  Year 

“(b)  For  the  purposes  of  subsection  (a)  — 

“  ( 1 )  If  an  individual's  self-employment  income 
credited  to  a  calendar  year  (as  determined  under  sec¬ 
tion  212)  is  $800  or  more,  one-fourth  of  such  self- 
employment  income  shall  be  credited  to  each  quarter 
in  such  year. 

“(2)  Except  as  provided  in  paragraph  (3)  ,  if  an 
individual's  self-employment  income  credited  to  the 
calendar  year  is  less  than  $800,  the  first  $200  thereof 

b 

shall  be  credited  to  the  last  quarter  of  such  year  which 
is  not  a  quarter  of  coverage  by  reason  of  wages  paid  to 
him  in  such  year,  and  the  balance  of  such  self-employ¬ 
ment  income,  if  any,  shall  be  credited  at  the  rate  of 
$200  to  each  preceding  quarter  in  the  calendar  year 
which  is  not  a  quarter  of  coverage  by  reason  of  wages 
so  paid  until  all  of  such  balance  has  been  credited. 
If  the  individual  died  during  such  year,  the  quarter  in 
which  he  died  shall  be  considered  to  be  the  last  quarter 
in  such  calendar  year. 

“(8)'  If  an  Individual's  self-employment  income 
credited  to  the  calendar  year  is  less  than  $800  and  (A) 
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such  individual  attained  retirement  age  in  or  prior  to 
such  calendar  year,  or  (B)  such  individual’s  disability 
determination  date  (as  determined  under  section 
219  (c)  )  occurs  in  such  calendar  year,  the  first 

$200  of  such  self-employment  income  shall  be 
credited  to  the  first  quarter  of  such  year  which  is 
not  a  quarter  of  coverage  by  reason  of  wages 
paid  to  him  in  such  year,  and  the  balance  thereof, 
if  any,  shall  be  credited  at  the  rate  of  $200  to  each 
succeeding  quarter  in  the  calendar  year  which  is  not  a 
quarter  of  coverage  by  reason  of  wages  so  paid  until 
all  of  such  balance  has  been  credited. 

“Crediting  of  Wages  Paid  in  1937 
“(c)  With  respect  to  wages  paid  to  an  individual  in 
the  six-month  periods  commencing  either  January  1,  1937, 
or  July  1,  1937;  (A)  if  wages  of  not  less  than  $100  were 
paid  in  any  such  period,  one-half  of  the  total  amount  thereof 
shall  be  deemed  to  have  been  paid  in  each  of  the  calendar 
quarters  in  such  period;  and  (B)  if  wages  of  less  than  $100 
were  paid  in  any  such  period,  the  total  amount  thereof  shall 
be  deemed  to  have  been  paid  in  the  latter  quarter  of  such 
period,  except  that  if  in  any  such  period,  the  individual 
attained  age  sixty-five,  all  of  the  wages  paid  in  such  period 
shall  be  deemed  to  have  been  paid  before  such  age  was 
attained. 
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“insured  status  for  purposes  of  old-age  and 

SURVIVORS  INSURANCE  BENEFITS 

“Sec.  214.  For  the  purposes  of  this  title — 

“Fully  Insured  Individual 

“  (a)  (1)  The  term  ‘fully  insured  individual’  means  any 
individual  who  had  not  less  than — 

“(A)  one  quarter  of  coverage  (as  determined 
under  section  213  (a)  (2)  )  for  each  two  of  the 

quarters  elapsing  after  1936,  or  after  the  quarter  in 
which  he  attained  the  age  of  twenty-one,  whichever 
quarter  is  later,  and  up  to  but  excluding  the  quarter  in 
which  he  attained  retirement  age,  or  died,  whichever 
first  occurred,  and  in  no  case  less  than  six  quarters  of 
coverage;  or 

“  (B)  twenty  quarters  of  coverage  within  the  forty- 
quarter  period  ending  with  the  quarter  in  which  he 
attained  retirement  age  or  with  any  subsequent  quarter 
or  ending  with  the  quarter  in  which  he  died;  or 
“  (C)  forty  quarters  of  coverage; 
not  counting  as  an  elapsed  quarter  for  purposes  of  sub- 
paragraph  (A) ,  and  not  counting  as  part  of  the  forty-quarter 
period  referred  to  in  subparagraph  (B) ,  any  quarter  any 
part  of  which  is  included  in  a  period  of  disability  (as  defined 
In  section  219  (i)  )  unless  such  quarter  is  a  quarter  of 
coverage.  When  the  number  of  elapsed  quarters  specified 
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1  in  subparagraph  (A)"  is  an  odd  number,  for  the  purposes  of 

2  such  subparagraph  such  number  shall  be  reduced  by  one. 

3  “(2)  If  an  individual  upon  attainment  of  retirement 

4  age  is  not,  under  paragraph  ( 1 ) ,  a  fully  insured  individual 

5  but  (were  it  not  for  his  attainment  of  retirement  age) 

6  would  have  been  entitled  to  a  disability  insurance  benefit 

7  for  the  month  in  which  he  attained  retirement  age  or  for 

8  any  subsequent  month,  he  shall  be  a  fully  insured  individual 
^  beginning  with  the  first  month  for  which  he  would  have 

16  been  so  entitled  to  disability  insurance  benefits.  For  the 
11  purpose  of  determining  whether  an  individual  would  have 

13  been  so  entitled  to  disability  insurance  benefits,  his  applica- 
18  tion  for  old-age  insurance  benefits  shall  be  considered 

14  as  an  application  for  disability  insurance  benefits. 

15  “Currently  Insured  Individual 

lb  “(b)  The  term  ‘currently  insured  individual’  means 
II  any  individual  who  had  not  less  than  six  quarters  of  coverage 
18  during  the  thirteen-quarter  period  ending  with  the  quarter  in 

16  which  he  died,  excluding  from  such  period  any  quarter  any 

20  part  of  which  is  included  in  a  period  of  disability  unless  such 

21  quarter  is  a  quarter  of  coverage. 

22  “computation  of  primary  insurance  amount  and 

23  DISABILITY  INSURANCE  BENEFIT 
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“Sec.  215.  For  the  purposes  of  this  title — 
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“Primary  Insurance  Amount  and  Disability  Insurance 

Benefit 

“  (a)  An  individual’s  ‘primary  insurance  amount’,  and 
an  individual’s  ‘disability  insurance  benefit’,  means  an  amount 
equal  to  the  sum  of  the  following: 

“(1)  bis  base  amount  multiplied  by  bis  continu¬ 
ation  factor,  and 

“(2)  one-balf  of  1  per  centum  of  bis  base  amount 
multiplied  by  the  number  of  bis  years  of  coverage. 

When  tbe  primary  insurance  amount  or  disability  insurance 
benefit  thus  computed  is  less  than  $25,  it  shall  be  increased 
to  $25.  (For  special  rules  applicable,  in  certain  cases,  for 
tbe  computation  of  tbe  primary  insurance  amount  of  an 
individual  wbo  died  prior  to  1950  or  who  was  paid  a  primary 
insurance  benefit  prior  to  1950,  see  section  111  of  tbe  Social 
Security  Act  Amendments  of  1949.) 

“Base  Amount 

“(b)  An  individual’s  ‘base  amount’  means  an  amount 
equal  to  50  per  centum  of  tbe  first  $100  of  bis  average 
monthly  wage  plus  10  per  centum  of  tbe  next  $200  of  sueb 
wage. 

“Average  Monthly  Wage 

“(c)  (1)  An  individual’s  ‘average  monthly  wage’ 
means  the  quotient  obtained  by  dividing  (A)  tbe  total  of 
bis  wages  and  self-employment  income  during  all  bis  years 
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of  coverage  after  his  starting  date,  by  (B)  the  product  of 
twelve  times  the  number  of  his  years  of  coverage  after  such 
starting  date;  except  that  if  in  any  case  the  product  deter¬ 
mined  under  clause  (B)  is  .  less  than  sixty  it  shall  be 
increased  to  sixty.  For  the  purposes  of  this  paragraph  an 
individual’s  ‘starting  date’  shall  be  1936,  1949,  or  the  year 
in  which  he  attains  the  age  of  twenty-one,  whichever  results 
in  the  highest  average  monthly  wage. 

“(2)  If  an  individual’s  average  monthly  wage  com¬ 
puted  under  paragraph  (1)  is  less  than  $50,  his  average 
monthly  wage  shall  be  increased  to  $50. 

“  (3)  For  the  purposes  of  this  subsection — 

“  (A)  in  computing  an  individual’s  average  monthly 
wage  there  shall  not  be  counted,  in  the  case  of  any 
calendar  }^ear  after  1949,  the  excess  over  $3,600  of 
(i)  the  wages  paid  to  him  in  such  year,  plus  (ii)  the 
self-employment  income  credited  to  such  year  (as 
determined  under  section  212)  ; 

“(B)  if  the  total  of  an  individual’s  wages  and  self- 
employment  income  for  any  calendar  year  is  not  a 
multiple  of  $1,  such  total  shall  be  reduced  to  the  next 
lower  multiple  of  $1 ;  and 

“(C)  if  an  individual’s  average  monthly  wage  com¬ 
puted  under  paragraph  (1)  of  this  subsection  is  not 
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a  multiple  of  $1,  it  shall  be  reduced  to  the  next  lower 

multiple  of  $1. 

“Continuation  Factor 

“(d)  In  the  case  of  any  individual  who  dies  or  attains 
retirement  age  before  1956  or  dies  before  the  year  in  which 
he  attains  the  age  of  twenty-eight,  the  continuation  factor 
shall  be  one.  In  all  cases,  the  continuation  factor  of  an 
individual  shall  he  the  quotient  obtained  by  dividing  (1) 
the  number  of  his  years  of  coverage  after  his  starting  date, 
or  the  number  5,  whichever  is  the  greater,  by  (2)  the 
number  of  his  continuation  factor  years;  except  that  if  such 
quotient  is  greater  than  one  it  shall  be  reduced  to  one.  For 
the  purposes  of  this  subsection,  an  individual’s  starting  date 
shall  be  1936  or  1949,  whichever  results  in  the  higher  con¬ 
tinuation  factor.  His  continuation  factor  years  shall  be  the 
calendar  years  elapsing  after  his  starting  date  (or  after  the 
year  in  which  he  attained  the  age  of  twenty-one,  if  later) 
and  prior  to  the  year  in  which  he  attained  retirement  age, 
or  died,  whichever  first  occurred,  or,  if  the  computation 
under  this  subsection  is  being  made  for  an  individual  who  is 
entitled  to  disability  insurance  benefits  with  respect  to  a 
disability,  prior  to  the  year  in  which  occurs  his  disability 
determination  date  (as  determined  under  section  219  (c)  ) 
for  such  disability;  but  no  such  calendar  year,  any  part  of 
which  was  included  in  a  period  of  disability  (as  defined  in 
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section  219  (i),  shall  be  a  continuation  factor  year  unless 
such  calendar  year  was  a  year  of  coverage. 

“Year  of  Coverage 

“(e)  A  ‘year  of  coverage’  for  any  individual  means — 
“  ( 1 )  in  the  case  of  any  calendar  year  prior  to  1950, 
a  year  in  which  the  sum  of  the  wages  paid  to  him  in  such 
year  was  $200  or  more ;  and 

“(2)  in  the  case  of  any  calendar  year  after  1949, 
a  year  in  which  the  sum  of  (A)  the  wages  paid  to  him 
in  such  year  and  (B)  his  self-employment  income  cred¬ 
ited  to  such  year  (as  determined  under  section  212) 
was  $400  or  more. 

“Treatment  of  Wages  and  Self-employment  Income  in  Year 

of  Computation 

“(f)  For  the  purposes  of  this  section  (other  than  sub¬ 
section  (g)  )  — 

“  (1)  in  computing  an  individual's  average  monthly 
wage  and  his  years  of  coverage  with  respect  to  an  appli¬ 
cation  for  old-age  or  disability  insurance  benefits,  there 
shall  be  taken  into  account  only  the  self-employment 
income  of  such  individual  for  taxable  years  ending  prior 
to  the  date  on  which  he  filed  such  application,  and  there 
shall  be  counted  only  the  wages  paid  to  him  prior  to 
the  quarter  in  which  he  filed  such  application.  For  the 
purposes  of  this  paragraph  an  Individual  who  was  en- 
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titled  to  disability  insurance  benefits  for  the  month  pre¬ 
ceding  the  month  in  which  he  attained  retirement  age 
shall  be  deemed  to  have  filed  an  application  for  old-age 
insurance  benefits  on  the  date  he  attained  retirement 
age;  and 

“(2)  in  computing  the  average  monthly  wage  and 
the  years  of  coverage  of  an  individual  who  died,  there 
shall  not  be  counted  wages  (other  than  compensation 
described  in  section  205  (p)  )  paid  in  or  after  the  quarter 
in  which  he  died. 

“Recomputation  of  Benefits 

“(g)  (1)  After  an  individual’s  primary  insurance 
amount  has  been  determined  under  this  section  (or  under 
section  111  of  the  Social  Security  Act  Amendments  of 
1949,  if  applicable),  there  shall  be  no  recomputation  of 
such  individual’s  primary  insurance  amount  except  as  pro¬ 
vided  in  this  subsection  or,  in  the  case  of  a  World  War  II 
veteran  who  dies  after  1949  and  prior  to  July  27,  1954, 
as  provided  in  section  217  (b).  An  individual’s  disability 
insurance  benefit  shall  not  be  recomputed  except  as  provided 
in  paragraph  (3)  of  this  subsection. 

“  (2)  Upon  application  by  an  individual  entitled  to 
old-age  insurance  benefits,  the  Administrator  shall  recom¬ 
pute  his  primary  insurance  amount  if  the  application  therefor 
is  filed  after  the  twelfth  month  for  which  deductions  under 
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section  203  (b)  (1)  and  (2)  have  been  imposed  (within 
a  period  of  thirty-six  months)  with  respect  to  such  benefit, 
not  taking  into  account  any  month  prior  to  1950  or  prior 
to  the  earliest  month  for  which  the  last  previous  compu¬ 
tation  of  his  primary  insurance  amount  was  effective.  A 
recomputation  under  this  paragraph  shall  take  into  account 
only  (A)  wages  paid  to  such  individual  prior  to  the  year 
in  which  such  application  is  filed  and  (B)  his  self-employ¬ 
ment  income  for  taxable  years  ending  prior  to  the  date  of 
such  application.  Such  recomputation  shall  be  effective 
for  and  after  the  month  in  which  such  application  is  filed. 

“(3)  If  upon  application  by  an  individual  for  old-age 
or  disability  insurance  benefits  such  individual  had  less  than 
five  years  of  coverage,  the  Administrator  shall  recompute 
his  primary  insurance  amount  or  his  disability  insurance 
benefit,  as  the  case  may  be,  by  taking  into  account  only 
(A)  the  wages  and  self-employment  income  which  were 
included  in  the  original  computation  of  his  average  monthly 
wage  and  (B)  his  self-employment  income  for  the  taxable 
year  in  which  he  filed  application  for  the  old-age  or  dis¬ 
ability^  insurance  benefits.  Such  recomputation  shall  be 
effective  for  and  after  the  first  month  following  the  close  of 
such  taxable  }Tear. 

“(4)  Upon  the  death  after  1949  of  an  individual  en¬ 
titled  to  old-age  insurance  benefits,  if  any  person  is  entitled 
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to  monthly  benefits,  or  to  a  lump-sum  death  payment,  on 
the  basis  of  the  wages  or  self-employment  income  of  such 
individual,  the  Administrator  shall  recompute  the  decedent’s 
primary  insurance  amount,  but  (except  as  provided  in  para¬ 
graph  (3)  )  only  if — 

“(A)  the  decedent  would  have  been  entitled  to  a 
recomputation  under  paragraph  (2)  if  he  had  filed 
application  therefor  in  the  month  in  which  he  died;  or 
“(B)  the  decedent  during  his  lifetime  was  paid 
compensation  which  is  treated,  under  section  205  (p), 
as  remuneration  for  employment. 

If  the  recomputation  is  required  by  subparagraph  (A),  the 
recomputation  shall  take  into  account  only  the  following: 
The  self-employment  income  of  the  decedent  for  all  taxable 
years  other  than  his  last  taxable  year,  the  wages  (other  than 
compensation  described  in  section  205  (p)  )  paid  to  him 
prior  to  the  year  in  which  he  died,  and  the  compensation 
(described  in  section  205  (p)  )  paid  to  him  prior  to  his 
death.  If  the  recomputation  is  not  permitted  under  sub- 
paragraph  (A)  but  is  required  by  subparagraph  (B),  the 
recomputation  shall  take  into  account  only  the  following: 
The  wages  and  self-employment  income  which  were  per¬ 
mitted  to  be  taken  into  account  in  the  last  previous  computa¬ 
tion  of  the  primary  insurance  amount  of  such  individual 
[(including  any  recomputation  required  by  paragraph  (3) ), 
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and  the  compensation  (described  in  section  205  (p)  )  paid 
to  him  prior  to  ins  death. 

“(5)  Any  recomputation  under  this  subsection  shall 
be  effective  only  if  such  recomputation  results  in  a  higher 
primary  insurance  amount  or  disability  insurance  benefit. 
Xo  such  recomputation  shall,  for  the  purposes  of  section 
203  (a),  lower  the  average  monthly  wage. 

“Rounding  of  Benefits 

“(h)  The  amount  of  any  primary  insurance  amount 
and  of  any  disability  insurance  benefit  and  the  amount  of 
any  monthly  benefit  computed  under  section  202  which, 
after  reduction  under  section  203  (a)  or  section  219  (e), 
is  not  a  multiple  of  $0.10  shall  be  raised  to  the  next  higher 
multiple  of  $0.10. 

“other  definitions 

“Sec.  216.  For  the  purposes  of  this  title — 

“Retirement  Age 

“(a)  The  term  ‘retirement  age’  means  age  sixty-five. 

“Wife 

“(b)  The  term  ‘wife’  means  the  wife  of  an  individual, 
but  only  if  she  ( 1 )  is  the  mother  of  his  son  or  daughter,  or 
(2)  was  married  to  him  for  a  period  of  not  less  than  three 
years  immediately  preceding  the  day  on  which  her  applica¬ 
tion  is  filed. 
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“Widow 

“(c)  The  term  ‘widow’  (except  when  used  in  section 
202  (g) )  means  the  surviving  wife  of  an  individual,  but  only 
if  she  (1)  is  the  mother  of  his  son  or  daughter,  (2)  legally 
adopted  his  son  or  daughter  while  she  was  married  to  him 
and  while  such  son  or  daughter  was  under  the  age  of  eight¬ 
een,  (3)  was  married  to  him  at  the  time  both  of  them  legally 
adopted  a  child  under  the  age  of  eighteen,  or  (4)  was  mar¬ 
ried  to  him  for  a  period  of  not  less  than  one  year  immedi¬ 
ately  prior  to  the  day  on  which  he  died. 

“Former  Wife  Divorced 

i  \ 

“(d)  The  term  ‘former  wife  divorced’  means  a  woman 
divorced  from  an  individual,  but  only  if  she  (1)  is  the 
mother  of  his  son  or  daughter,  (2)  legally  adopted  his  son  or 
daughter  while  she  was  married  to  him  and  while  such  son 
or  daughter  was  under  the  age  of  eighteen,  or  (3)  was 
married  to  him  at  the  time  both  of  them  legally  adopted  a 
child  under  the  age  of  eighteen. 

“Child 

“(e)  The  term  ‘child’  means  (1)  the  child  of  an  in¬ 
dividual,  and  (2)  in  the  case  of  a  living  individual,  a  step¬ 
child  or  adopted  child  who  has  been  such  stepchild  or 
adopted  child  for  not  less  than  three  years  immediately 
preceding  the  day  on  which  application  for  child’s  benefits  is 
filed,  and  (3)  in  the  case  of  a  deceased  individual,  (A)  an 
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adopted  child,  or  (B)  a  stepchild  who  has  been  such  stepchild 
for  not  less  than  one  year  immediately  preceding  the  day 
on  which  such  individual  died.  In  determining  whether  an 
adopted  child  has  met  the  length  of  time  requirement  in 
clause  ( 2 ) ,  time  spent  in  the  relationship  of  stepchild  shall 
be  counted  as  time  spent  in  the  relationship  of  adopted  child. 

“Determination  of  Family  Status 
“(f)  (1)  In  determining  whether  an  applicant  is  the 
wife,  widow,  child,  or  parent  of  a  fully  insured  or  currently 
insured  individual  for  purposes  of  this  title,  the  Administrator 
shall  apply  such  law  as  would  be  applied  in  determining  the 

i  • 

devolution  of  intestate  personal  property  by  the  courts  of  the 
State  in  which  such  insured  individual  is  domiciled  at  the  time 
such  applicant  files  application,  or,  if  such  insured  individual 

t  .  t  *  l  r, 

is  dead,  by  the  courts  of  the  State  in  which  he  was  domiciled 
at  the  time  of  his  death,  or  if  such  insured  individual  is  or  was 
not  so  domiciled  in  any  State,  by  the  courts  of  the  District  of 
Columbia.  Applicants  who  according  to  such  law  would  have 
the  same  status  relative  to  taking  intestate  personal  property 
as  a  wife,  widow,  child,  or  parent  shall  be  deemed  such. 

“  ( 2 )  A  wife  shall  be  deemed  to  be  living  with  her  hus¬ 
band  if  they  are  both  members  of  the  same  household,  or  she 
is  receiving  regular  contributions  from  him  toward  her  sup¬ 
port,  or  he  has  been  ordered  by  any  court  to  contribute  to  her 
support;  and  a  widow  shall  be  deemed  to  have  been  living 
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with  her  husband  at  the  time  of  his  death  if  they  were  both 
members  of  the  same  household  on  the  date  of  his  death,  or 
she  was  receiving  regular  contributions  from  him  toward  her 
support  on  such  date,  or  he  had  been  ordered  by  any  court  to 
contribute  to  her  support.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  January  1,  1950,  except  that — 

(1)  Section  214  of  the  Social  Security  Act  shall 
be  applicable  (A)  in  the  case  of  applications  filed 
after  September  1949  for  monthly  benefits  for  months 
after  1949,  and  (B)  in  the  case  of  applications  for  lump¬ 
sum  death  payments  with  respect  to  deaths  after  1949. 

(2)  Section  216  of  the  Social  Security  Act  shall 
be  applicable  in  the  case  of  applications  filed  after 
September  1949  for  monthly  benefits  for  months  after 
1949. 

(3)  If  the  provisions  of  section  111  of  this  Act 
are  applicable  in  computing  any  benefits  for  months  after 
1949,  section  215  of  the  Social  Security  Act  shall  not 
be  applicable  with  respect  to  such  benefits  unless  and 
until  such  benefits  are  recomputed  under  subsection 
|(g)  of  such  section  215. 

WORLD  WAR  II  VETERANS 


21  Sec.  105.  Title  II  of  the  Social  Security  Act  is 
25  amended  by  striking  out  section  210  and  by  adding  after 
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1  section  216  (added  by  section  104  (a)  of  this  Act)  the 

2  following : 

3  “BENEFITS  IN  CASE  OF  WORLD  WAR  II  VETERANS 

4  “Sec.  217.  (a)  For  purposes  of  determining  entitle- 

5  ment  to  and  the  amount  of  any  monthly  benefit  for  any 

6  month  after  1949,  or  entitlement  to  and  the  amount  of  any 

7  lump-sum  death  payment  in  case  of  a  death  after  1949, 

8  payable  under  this  title  on  the  basis  of  the  wages  or  self- 

9  employment  income  of  any  World  War  II  veteran,  such 

10  veteran  shall  be  deemed  to  have  been  paid  wages  (in  addi- 

11  tion  to  the  wages,  if  any,  actually  paid  to  him)  of  $160  in 

12  each  month  during  any  part  of  which  he  served  in  the  active 

13  military  or  naval  service  of  the  United  States  during  World 

14  War  II.  This  subsection  shall  not  be  applicable  in  the  case 

15  of  any  monthly  benefit  or  lump-sum  death  payment  if  a 

16  larger  benefit  or  payment,  as  the  case  may  be,  would  be 

17  payable  without  its  application. 

18  “(b)  (1)  In  the  case  of  any  World  War  II  veteran 

19  who  dies  during  the  period  of  three  years  immediately  fol- 

20  lowing  his  separation  from  the  active  military  or  naval 

21  service  of  the  United  States  and  who  (i)  died  prior  to  1950 

22  and  on  the  basis  of  whose  w7ages  no  monthly  benefit  for  any 

23  month  prior  to  1952  was  paid  and  no  lump-sum  death 

24  payment  was  made,  or  (ii)  died  after  1949,  such  veteran 

25  shall  be  deemed  to  have  died  a  fully  insured  individual  with 
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an  average  monthly  wage  of  $160  and,  for  the  purposes  of 
section  215  (a)  (2),  to  have  been  paid  $400  in  wages  in 
each  calendar  year  in  which  he  had  thirty  days  or  more  of 
active  military  or  naval  service  after  September  16,  1940, 
and  prior  to  July  27,  1951.  This  subsection  shall  not  be 
applicable  in  the  case  of  any  monthly  benefit  or  lump-sum 
death  payment  if — 

“  (A)  a  larger  such  benefit  or  payment,  as  the  case 
may  be,  would  be  payable  without  its  application; 

“(B)  any  pension  or  compensation  is  determined 
by  the  Veterans’  Administration  to  be  payable  by  it  on 
the  basis  of  the  death  of  such  veteran; 

“  (C)  the  death  of  the  veteran  occurred  while  ho 
was  in  the  active  military  or  naval  service  of  the 
United  States;  or 

“(D)  such  veteran  has  been  discharged  or  released 
from  the  active  military  or  naval  service  of  the  United 
States  subsequent  to  July  26,  1951. 

“(2)  Upon  an  application  for  benefits  or  a  lump-sum 
death  payment  on  the  basis  of  the  wages  or  self-employment 
income  of  any  World  War  II  veteran,  the  Federal  Security 
Administrator  shall  make  a  decision  without  regard  to  para¬ 
graph  (1)  (B)  of  this  subsection  unless  he  has  been  notified 
by  the  Veterans’  Administration  that  pension  or  compensa¬ 
tion  is  determined  to  be  payable  by  the  Veterans’  Admin- 
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istration  by  reason  of  the  death  of  such  veteran.  The 
Federal  Security  Administrator  shall  thereupon  report  such 
decision  to  the  Veterans’  Administration.  If  the  Veterans’ 
Administration  in  any  such  case  has  'made  an  adjudication 
or  thereafter  makes  an  adjudication  that  any  pension  or 
compensation  is  payable  under  any  law  administered  by 
it,  it  shall  notify  the  Federal  Security  Administrator,  and  the 
Administrator  shall  certify  no  further  benefits  for  payment, 
or  shall  recompute  the  amount  of  any  further  benefits  pay¬ 
able,  as  may  be  required  by  paragraph  ( 1 )  of  this  subsection. 
Any  payments  theretofore  certified  by  the  Federal  Security 
Administrator  on  the  basis  of  paragraph  (1)  of  this  sub¬ 
section  to  any  individual,  not  exceeding  the  amount  of  any 
accrued  pension  or  compensation  payable  to  him  by  the 
Veterans’  Administration,  shall  (notwithstanding  the  pro¬ 
visions  of  section  3  of  the  Act  of  August  12,  1935,  as 
amended  (38  U.  S.  C.,  sec.  454a)  )  be  deemed  to  have  been 
paid  to  him  by  such  Administration  on  account  of  such 
accrued  pension  or  compensation.  No  such  payment  certi¬ 
fied  by  the  Federal  Security  Administrator,  and  no  payment 
certified  by  him  for  any  month  prior  to  the  first  month  for 
which  any  pension  or  compensation  is  paid  by  the  Veterans’ 
Administration  shall  be  deemed  by  reason  of  this  subsection 
to  have  been  an  erroneous  payment. 

“(c)  In  the  case  of  any  W orld  War  II  veteran  who 
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1  has  died  prior  to  1950,  proof  of  support  required  under 

2  section  202  (f)  may  be  filed  by  a  parent  at  any  time  prior 

3  to  July  1950  or  prior  to  the  expiration  of  two  years  after 

4  the  date  of  the  death  of  such  veteran,  whichever  is  the  later. 

5  “(d)  There  are  hereby  authorized  to  be  appropriated 

6  annually  to  the  Trust  Fund  such  sums  as  may  be  neces- 

7  sary  to  meet  the  additional  cost,  resulting  from  this  section, 

8  of  the  benefits  (including  lump-sum  death  payments)  pay- 

9  able  under  this  title. 

10  “(e)  For  the  purposes  of  this  section — 

11  “  ( 1 )  The  term  ‘World  War  IF  means  the  period  be- 

12  ginning  with  September  16,  1940,  and  ending  at  the  close 

13  of  July  24,  1947. 

14  “(2)  The  term  ‘World  War  II  veteran’  means  any 

15  individual  who  served  in  the  active  military  or  naval  service 

16  of  the  United  States  at  any  time  during  World  War  II  and 

17  who,  if  discharged  or  released  therefrom,  was  so  discharged 

18  or  released  under  conditions  other  than  dishonorable  after 

19  active  service  of  ninety  days  or  more  or  by  reason  of  a  dis- 

20  ability  or  injury  incurred  or  aggravated  in  service  in  line  of 

21  duty;  but  such  term  shall  not  include  any  individual  who 

22  died  while  in  the  active  military  or  naval  service  of  the 

23  United  States  if  his  death  was  inflicted  (other  than  by  an 

24  enemy  of  the  United  States)  as  lawful  punishment  for  a 

25  military  or  naval  offense.” 
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COVERAGE  OF  STATE  AND  LOCAL  EMPLOYEES 
Sec.  106.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  217  (added  by  section  105  of  this 
Act)  the  following: 

“voluntary  agreements  for  coverage  of  state  and 

local  employees 
“Purpose  of  Agreement 

“Sec.  218.  (a)  (1)  The  Administrator  shall,  at  the 
request  of  any  State,  enter  into  an  agreement  with  such 
State  for  the  purpose  of  extending  the  insurance  system 
established  by  this  title  to  services  (not  otherwise  included 
as  employment  under  this  title)  performed  by  individuals  as 
employees  of  such  State  or  an}T  political  subdivision  thereof. 
Each  such  agreement  shall  contain  such  provisions,  not  incon¬ 
sistent  with  the  provisions  of  this  section,  as  the  State  may 
request. 

“(2)  Notwithstanding  section  210  (a) ,  for  the  purposes 
of  this  title  the  term  ‘employment’  includes  any  agricultural 
labor,  domestic  service,  or  service  performed  by  a  student, 
included  under  an  agreement  entered  into  under  this  section. 

“Definitions 

‘‘(b)  For  the  purposes  of  this  section — 

“  ( 1 )  The  term  ‘State’  does  not  include  the  District 
of  Columbia. 

“(2)  The  term  ‘political  subdivision’  includes  an 
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instrumentality  of  (A)  a  State,  (B)  one  or  more  po¬ 
litical  subdivisions  of  a  State,  or  (0)  a  State  and  one  or 
more  of  its  political  subdivisions. 

“(3)  The  term  ‘employee’  includes  an  officer  of 
a  State  or  political  subdivision. 

“  (4)  The  term  ‘retirement  system’  means  a  pen¬ 
sion,  annuity,  retirement,  or  similar  fund  or  system  estab¬ 
lished  by  a  State  or  by  a  political  subdivision  thereof; 
and  the  term  ‘State-wide  retirement  system’  means  a 
retirement  system  established  by  a  State  which  covers 
any  class  or  classes  of  its  employees  and  any  class  or 
classes  of  employees  of  one  or  more  political  subdivisions 
of  the  State  or  covers  any  class  or  classes  of  employees 
of  two  or  more  political  subdivisions  of  the  State. 

“(5)  The  term  ‘coverage  group’  means  (A)  em¬ 
ployees  of  the  State  other  than  those  in  positions  covered 
by  a  State-wide  retirement  system,  (B)  employees  of  a 
political  subdivision  of  a  State  other  than  those  in  posi¬ 
tions  covered  by  a  State-wide  retirement  system,  or  (C) 
employees  of  the  State  and  employees  of  its  political 
subdivisions  who  are  in  positions  covered  by  a  State-wide 
retirement  system. 

“Services  Covered 

“(c)]  (l)1  An  agreement  under  this  section  shall  be 
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1  applicable  with  respect  to  any  one  or  more  coverage  groups 

2  designated  by  the  State. 

3  “(2)  In  the  case  of  each  coverage  group  to  which  the 

4  agreement  applies,  the  agreement  must  include  all  services 

5  (other  than  services  excluded  by  or  pursuant  to  subsection 

6  (d)  or  paragraph  (3)  or  (5)  of  this  subsection )(  per- 

7  formed  by  individuals  as  members  of  such  group. 

8  “(3-)  Such  agreement  shall,  if  the  State  requests  it, 

9  exclude  (in  the  case  of  any  coverage  group)  any  services 
of  an  emergency  nature  or  all  services  in  any  class  or  classes 

11  of  elective  positions,  part-time  positions,  or  positions  the 

12  compensation  for  which  is  on  a  fee  basis. 

1°  “  (4)  The  Administrator  shall,  at  the  request  of  any 

14  State,  modify  the  agreement  with  such  State  so  as  to  (A) 
1^  include  any  coverage  group  to  which  the  agreement  did 
10  not  previously  apply,  or  (B)  include,  in  the  case  of  any 

17  coverage  group  to  which  the  agreement  applies,  services 

18  previously  excluded  from  the  agreement;  but  the  agreement 
1^  as  so  modified  may  not  be  inconsistent  with  the  provisions 

20  of  this  section  applicable  in  the  case  of  an  original  agreement 

21  with  a  State. 

22  “(5)  Such  agreement  shall,  if  the  State  requests  it, 

23  exclude  (in  the  case  of  any  coverage  group)  any  agricultural 
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labor,  domestic  service,  or  service  performed  by  a  student, 
designated  by  tbe  State.  This  paragraph  shall  apply  only 
with  respect  to  service  which,  if  performed  in  the  employ 
of  an  individual,  would  be  excluded  from  employment  by 
section  210  (a) . 

“(6)  Such  agreement  shall  exclude  services  performed 
by  an  individual  who  is  employed  to  relieve  him  from  unem¬ 
ployment  and  shall  exclude  services  performed  in  a  hospital, 
home,  or  other  institution  by  a  patient  or  inmate  thereof. 

‘‘Referendum  in  Case  of  Retirement  System 

“(d)  (1)  Xo  agreement  with  any  State  may  include 
services  performed  in  positions  covered  by  a  retirement 
system  in  effect  on  the  date  the  agreement  is  entered  into 
unless  the  State  requests  such  inclusion  and  the  Governor 
of  the  State  certifies  to  the  Administrator  that  (A)  a  written 
referendum  was  held  (within  the  period  prescribed  in  para¬ 
graph  (3)  of  this  subsection)  on  the  question  whether 
services  in  positions  covered  by  such  retirement  system 
should  he  excluded  from  or  included  under  the  agreement, 
(B)  an  opportunity  to  vote  in  such  referendum  was  given 
|(and  was  limited)  to  the  emplo}Tees  who  were  in  such  posi¬ 
tions  at  the  time  the  referendum  was  held  and  to  the  indi¬ 
viduals  who  on  such  date  were  twenty-one  years  of  age  or 
older  and  were  receiving  periodic  payments  under  such 
retirement  system,  and  (C)  not  less  than  two-thirds  of  the 
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voters  in  such  referendum  voted  in  favor  of  including  serv- 

© 

ices  in  such  positions  under  the  agreement. 

“(2)  No  modification  of  an  agreement  with  any  State 
may  provide  for  the  inclusion  of  services  performed  in 
positions  covered  b}^  a  retirement  system  in  effect  on  the 
date  the  modification  is  agreed  to  unless  the  State  requests 
such  inclusion  and  the  Governor  of  the  State  makes  a  certi¬ 
fication  which  meets  the  requirements  of  clauses  (A),  (B), 
and  ( C )  of  paragraph  ( 1 ) . 

“(3)  The  period  within  which  a  referendum  must  be 
held  for  the  purposes  of  this  subsection  shall  be  the  period 
beginning  one  year  before  the  effective  date  of  the  agree¬ 
ment  and  ending  on  the  date  such  agreement  is  entered 
into,  except  that  in  the  case  of  a  modification  of  an  agreement 
such  period  shall  begin  one  year  before  the  effective  date  of 
the  modification  and  end  on  the  date  such  modification  is 
agreed  to. 

“Payments  and  Reports  by  States 
“  (e)  Each  agreement  under  this  section  shall  provide — 
“  ( 1 )  that  the  State  will  pay  to  the  Secretary  of 
the  Treasury,  at  such  time  or  times  as  the  Adminis¬ 
trator  may  by  regulation  prescribe,  amounts  equivalent 
to  the  sum  of  the  taxes  which  would  be  imposed 
by  sections  1400  and  1410  of  the  Internal  Revenue 
Code  if  the  services  of  employees  covered  by  the  agree- 
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ment  constituted  employment  as  defined  in  section  1426 
of  such  code; 

“  (2)  that  the  State  will  comply  with  such  regula¬ 
tions  relating  to  payments  and  reports  as  the  Admin¬ 
istrator  may  prescribe  to  carry  out  the  purposes  of  this 
section. 

“Effective  Date  of  Agreement 
“(f)  Any  agreement  or  modification  of  an  agreement 
under  this  section  shall  be  effective  with  respect  to  services 
performed  after  an  effective  date  specified  in  such  agreement 
or  modification,  but  in  no  case  prior  to  January  1,  1950,  and 
in  no  case  (other  than  in  the  case  of  an  agreement  or 
modification  agreed  to  prior  to  January  1,  1952)  prior  to 
the  first  day  of  the  calendar  year  in  which  such  agreement 
or  modification,  as  the  case  may  be,  is  agreed  to  by  the 
Administrator  and  the  State. 

“Termination  of  Agreement 
“  (g)  (1)  Upon  giving  at  least  two  years’  advance 

notice  in  writing  to  the  Administrator,  a  State  may  terminate, 
effective  at  the  end  of  a  calendar  quarter  specified  in  the 
notice,  its  agreement  with  the  Administrator  either — 

“(A)  in  its  entirety,  but  only  if  the  agreement  has 
been  in  effect  from  its  effective  date  for  not  less  than 
five  years  prior  to  the  receipt  of  such  notice ;  or 

"(B)  with  respect  to  any  coverage  group  desig- 
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nated  by  the  State,  but  only  if  the  agreement  has  been 
in  effect  with  respect  to  such  coverage  group  for  not 
less  than  five  years  prior  to  the  receipt  of  such  notice. 
“(2)  If  the  Administrator,  after  reasonable  notice  and 
opportunity  for  hearing  to  a  State  with  whom  lie  has  entered 
into  an  agreement  pursuant  to  this  section,  finds  that  the 
State  has  failed  or  is  no  longer  legally  able  to  comply  sub¬ 
stantially  with  any  provision  of  such  agreement  or  of  this 
section,  he  shall  notify  such  State  that  the  agreement  will  be 
terminated  in  its  entirety,  or  with  respect  to  any  one  or  more 
coverage  groups  designated  by  him,  at  such  time,  not  later 
than  two  years  from  the  date  of  such  notice,  as  lie  deems 
appropriate,  unless  prior  to  such  time  he  finds  that  there  no 
longer  is  any  such  failure  or  that  the  cause  for  such  legal 
inabilitv  lias  been  removed. 

“(3)  If  any  agreement  entered  into  under  this  section 
is  terminated  in  its  entirety,  the  Administrator  and  the  State 
may  not  again  enter  into  an  agreement  pursuant  to  this 
section.  If  any  such  agreement  is  terminated  with  respect 
to  any  coverage  group,  the  Administrator  and  the  State 
may  not  thereafter  modify  such  agreement  so  as  to  again 
make  the  agreement  applicable  with  respect  to  such  cover¬ 
age  group. 

“Deposits  in  Trust  Fund;  Adjustments 
“(h)  (1)  All  amounts  received  by  the  Secretary  of 
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the  Treasury  under  an  agreement  made  pursuant  to  this 
section  shall  be  deposited  in  the  Trust  Fund. 

“  ( 2 )  If  more  or  less  than  the  correct  amount  due  under 
an  agreement  made  pursuant  to  this  section  is  paid  with  re¬ 
spect  to  any  payment  of  remuneration,  proper  adjustments 
with  respect  to  the  amounts  due  under  such  agreement  shall 
be  made,  without  interest,  in  such  manner  and  at  such  times 
as  may  be  prescribed  by  regulations  of  the  Administrator. 

“  (3)  If  an  overpayment  cannot  be  adjusted  under  para¬ 
graph  (2),  the  amount  thereof  and  the  time  or  times  it 
is  to  be  paid  shall  he  certified  by  the  Administrator  to  the 
Managing  Trustee,  and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any 
action  thereon  by  the  General  Accounting  Office,  shall  make 
payment  in  accordance  with  such  certification.  The  Man¬ 
aging  Trustee  shall  not  be  held  personally  liable  for  any 
payment  or  payments  made  in  accordance  with  a  certifica¬ 
tion  bv  the  Administrator. 

*/ 

“Regulations 

“  (i)  Regulations  of  the  Administrator  to  carry  out  the 
purposes  of  this  section  shall  be  designed  to  make  the  require¬ 
ments  imposed  on  States  pursuant  to  this  section  the  same, 
so  far  as  practicable,  as  those  imposed  on  employers  pur¬ 
suant  to  this  title  and  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code. 
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“Failure  To  Make  Payments 
“(j)  In  case  any  State  does  not  make,  at  the  time  or 
times  due,  the  payments  provided  for  under  an  agreement 
pursuant  to  this  section,  there  shall  he  added,  as  part  of 
the  amounts  due,  interest  at  the  rate  of  6  per  centum  per 
annum  from  the  date  due  until  paid,  and  the  Administrator 
may,  in  his  discretion,  deduct  such  amounts  plus  interest 
from  any  amounts  certified  to  the  Secretary  of  the  Treasury 
for  payment  to  such  State  under  any  other  provision  of 
this  Act.  Amounts  so  deducted  shall  he  deemed  to  have 
been  paid  to  the  State  under  such  other  provision  of  this 
Act.  Amounts  equal  to  the  amounts  deducted  under  this 
subsection  are  hereby  appropriated  to  the  Trust  Fund. 

“Instrumentalities  of  Two  or  More  States 
“(k)  The  Administrator  may,  at  the  request  of  any 
instrumentality  of  two  or  more  States,  enter  into  an  agree¬ 
ment  with  such  instrumentality  for  the  purpose  of  extend¬ 
ing  the  insurance  system  established  by  this  title  to  services 
performed  by  individuals  as  employees  of  such  instrumen¬ 
tality.  Such  agreement,  to  the  extent  practicable,  shall 
be  governed  by  the  provisions  of  this  section  applicable  in 
the  case  of  an  agreement  with  a  State. 

“Delegation  of  Functions 

“  (1)  The  Administrator  is  authorized,  pursuant  to 
agreement  with  the  head  of  any  Federal  agency,  to  dele- 
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gate  any  of  his  functions  under  this  section  to  any  officer  or 
employee  of  such  agency  and  otherwise  to  utilize  the  serv¬ 
ices  and  facilities  of  such  agency  in  carrying  out  such  func¬ 
tions,  and  payment  therefor  shall  be  in  advance  or  by  way 
of  reimbursement,  as  may  be  provided  in  such  agreement.” 
DISABILITY  INSURANCE  BENEFITS 

Sec.  107.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  218  (added  by  section  106  of  this 
Act)  the  following: 

“permanent  and  total  disability  insurance  benefits 
“Conditions  of  Entitlement 

“Sec.  219.  (a)  (1)  Every  permanently  and  totally 
disabled  individual  (as  defined  in  subsection  (h)  )  who — 
“  (A)  has  not  attained  retirement  age, 

“(B)  has  filed  application  for  disability  insurance 
benefits, 

“(C)  is  insured  for  disability  insurance  benefits, 
and 

“(D)  has  been  under  a  disability  throughout  his 
waiting  period, 

shall  be  entitled  to  a  disability  insurance  benefit  for 
each  month,  beginning  with  the  first  month  after  his  waiting 

i  »>.  •  j  . 

period  in  which  he  becomes  so  entitled  to  such  insurance 

v 

benefits  and  ending  with  the  month  preceding  the  first  month 
in  which  any  of  the  following  occurs:  he  ceases  to  be  a 
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permanently  and  totally  disabled  individual,  dies,  or  attains 
retirement  age. 

“  (2)  The  term  ‘waiting  period’  means,  with  respect  to 
the  disability  of  any  individual,  the  period  beginning  with 
the  calendar  month  in  which  occurred  his  disability  de¬ 
termination  date  (as  determined  under  subsection  (c)  )  and 
ending  at  the  expiration  of  the  sixth  calendar  month  following 
such  month. 

“(3)  An  individual  who  would  have  been  entitled 
to  a  disability  insurance  benefit  for  any  month  had  he  filed 
application  therefor  prior  to  the  end  of  such  month  shall 
be  entitled  to  such  benefit  for  such  month  if  he  files  applica¬ 
tion  therefor  prior  to  the  end  of  the  third  month  succeeding 
such  month ;  except  that  the  provisions  of  this  paragraph  shall 
not  apply  for  purposes  of  determining  a  period  of  disability 
(as  defined  in  subsection  (i)  ),  or  when  a  disability  deter¬ 
mination  date  occurred. 

“  (4)  Ao  application  for  disability  insurance  benefits 
filed  prior  to  seven  months  before  the  first  month  for  which 
the  applicant  becomes  entitled  to  receive  such  benefits  shall 
be  accepted  as  an  application  for  purposes  of  this  section. 

“Determination  of  Insured  Status 

“(b)  An  individual  is  insured  for  purposes  of  disability 
insurance  benefits  if  he  had  not  less  than — 

“(1)  six  quarters  of  coverage  (as  determined  under 
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section  213  (a)  (2)  )  during  the  thirteen-quarter  period 
which  ends  with  the  quarter  in  which  his  disability 
determination  date  occurred;  and 

“(2)  twenty  quarters  of  coverage  during  the  forty- 
quarter  period  which  ends  with  the  quarter  in  which 
his  disability  determination  date  occurred. 

In  case  such  individual  was  previously  entitled  to  disability 
insurance  benefits,  there  shall  be  excluded  from  the  count 
of  the  quarters  in  each  period  specified  in  paragraphs  (1) 
and  (2)  any  quarter  any  part  of  which  was  included  in  a 
period  of  disability  unless  such  quarter  is  a  quarter  of 
coverage. 

“Disability  Determination  Date 
“(c)  Eor  the  purposes  of  this  title — 

“(1)  the  disability  determination  date  of  any  indi¬ 
vidual  who  files  application  for  disability  insurance 
benefits  prior  to  1953  shall  be  whichever  of  the  fol¬ 
lowing  days  is  the  latest:  (A)  The  day  the  disability 
began,  (B)  June  30,  1950,  or  (C)  the  first  day  of  the 
first  quarter  in  which  he  would  be  insured  for  disability 
insurance  benefits  with  respect  to  such  disability  if  he 
had  filed  application  therefor  in  such  quarter;  and 

“(2)  the  disability  determination  date  of  an}^  in¬ 
dividual  who  files  application  for  disability  insurance 
benefits  after  1952  shall  be  whichever  of  the  follow- 
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ing  days  is  the  latest:  (A)  The  day  the  disability 
began,  (B)  the  first  day  of  the  tenth  month  prior  to 
the  month  in  which  he  filed  such  application,  or  (C) 
the  first  day  of  the  first  quarter  in  which  he  would 
be  insured  for  disability  insurance  benefits  with  re¬ 
spect  to  such  disability  if  he  had  filed  application 
therefor  in  such  quarter. 

“Determination  of  Disability 
“(d)  The  Administrator  shall  make  provision  for  deter¬ 
minations  of  disability  and  redeterminations  thereof  at  neces¬ 
sary  intervals,  and  he  shall  by  regulation  provide  for  such 
examinations  of  individuals  as  he  deems  necessary  for  pur¬ 
poses  of  determining  or  redetermining  disability  and  entitle¬ 
ment  to  benefits  by  reason  thereof.  In  the  case  of  any 
individual  submitting  to  such  an  examination,  the  Adminis¬ 
trator  may  pay,  in  accordance  with  regulations  prescribed 
by  him,  (1)  the  necessary  travel  expenses  (including  sub¬ 
sistence  expenses  incident  thereto)  of  such  individual  in  con¬ 
nection  with  such  examination,  and  (2)  if  the  examination 
is  made  by  a  physician  who  is  not  an  employee  of  the  United 
States,  the  necessary  expenses  (including  a  fee)  for  such 
examination.  There  is  hereby  authorized  to  be  appropri¬ 
ated  for  each  fiscal  year  from  the  Trust  Fund  such  amount 
as  may  be  necessary  for  the  purposes  of  this  subsection. 
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“Reduction  of  Benefit 

“(e)1  (1)  Where  a  benefit  is  payable  to  any  individual 
under  this  section  and  a  workmen’s  compensation  benefit 
or  benefits  have  been  or  are  paid  to  such  individual  on 
account  of  the  same  disability  for  the  same  period  of  time, 
such  individual’s  benefit  under  this  section  for  such  month 
shall,  prior  to  any  deductions  under  section  220,  be  reduced 
by  one-half,  or  by  an  amount  equal  to  one-half  of  such 
workmen’s  compensation  benefit  or  benefits,  whichever  is 
the  smaller. 

“(2)  In  case  the  benefit  of  any  individual  under  this 
section  is  not  reduced  as  provided  in  paragraph  (1)  be¬ 
cause  such  benefit  is  paid  prior  to  the  payment  of  the  work¬ 
men’s  compensation  benefit,  the  reduction  shall  be  made 
by  deductions,  at  such  time  or  times  and  in  such  amounts 
as  the  Administrator  may  determine,  from  any  other  pay¬ 
ments  under  this  title  payable  on  the  basis  of  the  wages  or 
self-employment  income  of  such  individual. 

“  (3)  If  the  workmen’s  compensation  benefit  is  payable 
on  other  than  a  monthly  basis  (excluding  a  benefit  payable 
in  a  lump  sum  unless  it  is  a  commutation  of,  or  a  substitute 
for,  periodic  payments),  reduction  of  the  benefits  under 
this  subsection  shall  be  made  in  such  amounts  as  the  Ad¬ 
ministrator  finds  will  approximate,  as  nearly  as  practicable, 
the  reduction  prescribed  in  paragraph  ( 1 ) . 
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“  (4)  In  order  to  assure  that  the  purposes  of  this  sub¬ 
section  will  he  carried  out,  the  Administrator  may,  as  a 
condition  to  certification  for  payment  of  any  disability  insur¬ 
ance  benefit  payable  to  an  individual  under  this  section 
(if  it  appears  to  him  that  there  is  a  likelihood  that  such 
individual  may  be  eligible  for  a  workmen’s  compensation 
benefit  which  would  give  rise  to  a  reduction  under  this  sub¬ 
section)  ,  require  adequate  assurance  of  reimbursement  to 
the  Trust  Fund  in  case  workmen’s  compensation  benefits, 
with  respect  to  which  such  a  reduction  should  be  made, 
become  payable  to  such  individual  and  such  reduction  is 
not  made. 

“(5)  For  purposes  of  this  subsection,  the  term  ‘work¬ 
men’s  compensation  benefit’  means  a  cash  benefit,  allowance, 
or  compensation  payable  under  any  workmen’s  compensation 
law  or  plan  of  the  United  States  or  of  any  State. 

“Termination  of  Entitlement  to  Benefits 
by  Administrator 

“(f)  In  any  case  in  which  an  individual  has  refused 
to  submit  himself  for  examination  or  reexamination  in  ac¬ 
cordance  with  regulations  of  the  Administrator,  or  has  with¬ 
out  good  cause  refused  to  accept  rehabilitation  services 
available  to  him  under  a  State  plan  approved  under  the 
Vocational  Rehabilitation  Act  (29  U.  S.  C.  ch.  4)  after 
being  directed  by  the  Administrator  to  do  so,  the  Adminis- 
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trator  may  find,  solely  because  of  such  refusal,  that  such 
individual  is  not  a  permanently  and  totally  disabled  individ¬ 
ual  or  that  his  disability  (previously  determined  to  exist) 
has  ceased.  The  Administrator  may  find  that  an  individual 
is  not  a  permanently  and  totally  disabled  individual  or  that 
his  disability  (previously  determined  to  exist)  has  ceased, 
if  such  individual  is  outside  the  United  States  and  the 
Administrator  finds  that  adequate  arrangements  have  not 
been  made  for  determining  or  redetermining  such  individual’s 
disability. 

“Cooperation  with  Agencies  and  Groups 
“(g)  The  Administrator  is  authorized  to  secure  the 
cooperation  of  appropriate  agencies  of  the  United  States, 
of  States,  or  of  the  political  subdivisions  of  States  and  the 
cooperation  of  private  medical,  dental,  hospital,  nursing, 
health,  educational,  social,  and  welfare  groups  or  organiza¬ 
tions,  and  where  necessary  to  enter  into  voluntary  working 
agreements  with  any  of  such  public  or  private  agencies, 
organizations,  or  groups  in  order  that  their  advice  and  serv¬ 
ices  may  be  utilized  in  the  efficient  administration  of  this 
section. 

“Definitions  of  ‘Disability’  and  ‘Permanently  and  Totally 

Disabled  Individual’ 

“(h)  For  the  purposes  of  this  title — 

m  the  term  ‘disability’  means  (A)  inability  to 
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engage  in  any  substantially  gainful  activity  by  reason 
of  any  medically  demonstrable  physical  or  mental  im¬ 
pairment  which  is  permanent,  or  (B)  blindness;  and 
the  term  ‘permanently  and  totally  disabled  individual’ 
means  an  individual  who  has  such  a  disability;  and 

“(2)  the  term  ‘blindness’  means  central  visual 
acuity  of  5/200  or  less  in  the  better  e}-e  with  correcting 
lenses.  An  eye  in  which  the  visual  field  is  reduced  to 
five  degrees  or  less  concentric  contraction  shall  be  con¬ 
sidered  for  the  purposes  of  this  paragraph  as  having  a 
central  visual  acuity  of  5/200  or  less. 

“Definition  of  ‘Period  of  Disability’ 

“(i)  As  used  in  this  title  the  term  ‘period  of  disability’ 
means,  with  respect  to  any  individual,  a  period  of  one  or 
more  consecutive  calendar  months  for  each  of  which  such 
individual  was  entitled  to  a  disability  insurance  benefit  and — 
“  ( 1 )  in  the  case  of  a  disability  with  respect  to 
which  application  for  disability  insurance  benefits  was 
filed  prior  to  1953 — the  six  or  more  calendar  months 
which  (A)  precede  the  first  month  of  such  period  of 
one  or  more  consecutive  calendar  months,  and  (B)  occur 
after  the  month  in  which  such  individual’s  disability 
determination  date  (as  determined  under  subsection 
(c)  )  occurred;  or 

“(2)  in  the  case  of  a  disability  with  respect  to 
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which  application  for  disability  insurance  benefits  was 
filed  after  1952 — the  six  calendar  months  preceding 
the  first  month  of  such  period  of  one  or  more  consecu¬ 
tive  calendar  months. 

“deductions  from  disability  insurance  benefits 

“Events  for  Which  Deductions  Are  Made 
“Sec.  220.  (a)  Deductions,  in  such  amounts  and  at  such 
time  or  times  as  the  Administrator  shall  determine,  shall  be 
made  from  any  payment  or  payments  under  this  title  to 
which  an  individual  is  entitled,  until  the  total  of  such  deduc¬ 
tions  equals  such  individual’s  benefit  under  section  219  for 
any  month — 

“  ( 1 )  in  which  such  individual  rendered  services 
as  an  employee  (whether  or  not  such  services  constitute 
employment  as  defined  in  section  210)  for  remuneration 
of  more  than  $50 ;  or 

“  (2)  for  which  such  individual  is  charged,  pursuant 
to  the  provisions  of  subsection  (c)  of  this  section,  with 
net  earnings  from  self-employment  (as  determined  pur¬ 
suant  to  subsection  (d)  )  of  more  than  $50;  or 

“(3)  in  which  such  individual  fails  to  submit  him¬ 
self  for  examination  in  accordance  with  regulations  of  the 
Administrator;  or 

“  (4)  in  which  such  individual  refuses  without 
good  cause  to  accept  rehabilitation  services  available  to 
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him  under  a  State  plan  approved  under  the  Vocational 
Rehabilitation  Act  after  direction  by  the  Administrator 


to  do  so;  or 

“  (5)  in  which  such  individual  is  outside  the  United 
States  if  the  Administrator  finds  that  adequate  arrange¬ 
ments  have  not  been  made  for  determining  or  redeter¬ 
mining  the  existence  of  the  disability  -  of  such  individual. 
In  accordance  with  such  regulations  as  the  Administrator 
may  prescribe,  the  Administrator  may,  if  in  his  judgment  it 
will  aid  in  the  process  of  rehabilitation  of  any  individual, 
suspend  or  modify  the  application  of  paragraphs  (1)  and 
(2)  of  this  subsection  for  any  month  during  which  such 
individual  is  receiving  rehabilitation  services  under  a  State 
plan  approved  under  the  Vocational  Rehabilitation  Act; 
except  that  the  Administrator  may  not  so  suspend  or  modify 
the  application  of  such  paragraphs  for  any  month  after 
the  eleventh  month  following  the  first  month  for  which  such 
suspension  or  modification  was  applicable. 

“Occurrence  of  More  Than  One  Event 
“(b)  If  more  than  one  event  occurs  in  any  one  month 
which  would  occasion  deductions  equal  to  a  benefit  for  such 
month,  only  an  amount  equal  to  such  benefit  shall  be 
deducted.  The  charging  of  net  earnings  from  self-employ- 


H.  R.  6000 - 7 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


98 


ment  to  any  month  shall  he  treated  as  an  event  occurring  in 
the  month  to  which  such  net  earnings  are  charged. 
“Months  to  Which  Net  Earnings  Are  Charged 
“(c)  For  the  purposes  of  subsection  (a)  (2)  of  this 

section — 

“(1)  If  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  arc  not  more  than  the 
product  of  $50  times  the  number  of  months  in  such  year, 
no  month  in  such  year  shall  be  charged  with  more  than 
$50  of  net  earnings  from  self-employment. 

“(2)  If  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year,  each 
month  of  such  year  shall  be  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be  further 
charged  to  months  as  follows :  The  first  $50  of  such  excess 
shall  be  charged  to  the  last  month  of  such  taxable  year, 
and  the  balance,  if  any,  of  such  excess  shall  be  charged 
at  the  rate  of  $50  per  month  to  each  preceding  month  in 
such  year  until  all  of  such  balance  has  been  applied, 
except  that  no  part  of  such  excess  shall  be  charged  to  any 
month  (A)  for  which  such  individual  was  not  entitled  to 
a  benefit  under  this  title,  (B)  in  which  an  event  de¬ 
scribed  in  paragraph  (1) ,  (3) ,  (4) ,  or  (5)  of  subsec- 
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tion  (a)  occurred,  or  (C)  in  which  such  individual 
did  not  engage  in  self-employment. 

“(3)  As  used  in  paragraph  (2),  the  term  ‘last 
month  of  such  taxable  year’  means  the  latest  month  in 
such  year  to  which  the  charging  of  the  excess  described 
in  such  paragraph  is  not  prohibited  by  the  applica¬ 
tion  of  clauses  (A),  (B) ,  and  (0)  thereof. 

“  (4)  For  the  purposes  of  clause  (C)  of  paragraph 
(2) ,  an  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in  such 
month  until  it  is  shown  to  the  satisfaction  of  the  Adminis¬ 
trator  that  such  individual  rendered  no  substantial  serv¬ 
ices  in  such  month  with  respect  to  any  trade  or  business 
the  net  income  or  loss  of  which  is  includible  for  the  pur¬ 
poses  of  this  subsection  in  computing  his  net  earnings 
from  self-employment  for  any  taxable  year.  The 
Administrator  shall  by  regulations  prescribe  the  methods 
and  criteria  for  determining  whether  or  not  an  individual 
has  rendered  substantial  services  with  respect  to  any 
trade  or  business. 

“Special  Buie  for  Computation  of  Net  Earnings  from 

Self-employment 

“(d)  For  the  purposes  of  this  section,  an  in¬ 
dividual's  net  earnings  from  self-employment  for  any  taxable 
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year  shall  be  computed  as  provided  in  section  211  with  the 
following  adjustments : 

“(1)  Such  computation  shall  be  made  without 
regard  to  the  provisions  of  subsections  (a)  (2),  (a) 
(8),  (c)  (1),  (c)  (4) ,  and  (c)  (5)  of  section  211, 
and 

‘'(2)  Such  computation  shall  be  made  without 
regard  to  the  provisions  of  sections  116,  212,  213,  251, 
and  252  of  the  Internal  Revenue  Code. 

“Penalty  for  Failure  to  Report  Certain  Events 
“(e)  Any  individual  in  receipt  (on  behalf  of  himself 
or  another  individual)  of  benefits  subject  to  deduction  under 
subsection  (a)  because  of  the  occurrence  of  an  event  specified 
therein  (other  than  an  event  described  in  paragraph  (2) 
thereof)  shall  report  such  occurrence  to  the  Administrator 
prior  to  the  receipt  and  acceptance  of  a  disability  insurance 
benefit  for  the  second  month  following  the  month  in  which 
such  event  occurred.  If  such  individual  knowingly  fails  to 
report  any  such  occurrence,  an  additional  deduction  equal 
to  that  imposed  under  such  subsection  shall  be  imposed, 
except  that  the  first  additional  deduction  imposed  by  this 
paragraph  in  the  case  of  any  individual  shall  not  exceed  an 
amount  equal  to  one  month’s  benefit  even  though  the  failure 
to  report  is  with  respect  to  more  than  one  month. 
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“Report  to  Administrator  of  Net  Earnings  From 
Self-employment 

“(f)  (1)  If  an  individual  is  entitled  to  any  disability 
insurance  benefit  during  any  taxable  year  in  which  he  has 
net  earnings  from  self-employment  in  excess  of  $50  times 
the  number  of  months  in  such  year,  such  individual  (or  the 
individual  in  receipt  of  such  benefit  on  his  behalf)  shall  make 
a  report  to  the  Administrator  of  his  net  earnings  from  self- 
employment  for  such  taxable  year.  Such  report  shall  be 
made  on  or  before  the  fifteenth  day  of  the  third  month 
following  the  close  of  such  year,  and  shall  contain  such 
information  and  be  made  in  such  manner  as  the  Admin¬ 
istrator  may  by  regulations  prescribe.  If  the  individual  fails 
within  the  time  prescribed  above  to  make  such  report  of  his 
net  earnings  from  self-employment  for  any  taxable  year 

t 

and  any  deduction  is  imposed  under  subsection  (a)  (2)  of 
this  section  by  reason  of  such  net  earnings — 

“(A)  such  individual  shall  suffer  one  additional 
deduction  in  an  amount  equal  to  his  benefit  for  the  last 
month  in  such  taxable  year  for  which  he  was  entitled 
to  a  disability  insurance  benefit ;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
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an  additional  deduction  in  the  same  amount  for  each 
month  or  fraction  thereof  during  which  such  failure 
continues  after  such  fourth  month; 
except  that  the  number  of  the  additional  deductions  required 
by  this  paragraph  shall  not  exceed  the  number  of  months  in 
such  taxable  year  for  which  such  individual  received  and 
accepted  disability  insurance  benefits  and  for  which  de¬ 
ductions  are  imposed  under  subsection  (a)  (2)  by  reason 
of  such  net  earnings  from  self-employment.  If  more  than 
one  additional  deduction  would  be  imposed  under  this  para¬ 
graph  with  respect  to  a  failure  by  an  individual  to  file  a 
report  required  by  this  paragraph  and  such  failure  is  the 
first  for  which  any  additional  deduction  is  imposed  under  this 
paragraph,  only  one  additional  deduction  shall  be  imposed 
with  respect  to  such  first  failure. 

% 

“(2)  If  the  Administrator  determines,  on  the  basis  of 
information  obtained  by  or  submitted  to  him,  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  dis¬ 
ability  insurance  benefits  for  any  taxable  year  will  suffer 
deductions  imposed  under  subsection  (a)  (2)  of  this  sec¬ 

tion  by  reason  of  his  net  earnings  from  self-employment 
for  such  year,  the  Administrator  may,  before  the  close 
of  such  taxable  year,  suspend  the  payment  for  each 
month  in  such  year  (or  for  only  such  months  as  the  Ad¬ 
ministrator  may  specify)  of  such  benefits  payable  to  him; 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


103 


and  such  suspension  shall  remain  in  effect  with  respect  to 
the  benefits  for  any  month  until  the  Administrator 
has  determined  whether  or  not  any  deduction  is  im¬ 
posed  for  such  month  under  subsection  (a).  The 
Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during;  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  information  with  respect  to  such  net  earnings  as  the 
Administrator  may  speedy.  A  failure  by  such  individual 
to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (a)  (2)  of  this  section 
by  reason  of  his  net  earnings  from  self-employment  for  such 
year.” 

PUERTO  RICO 

Sec.  108.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  220  (added  by  section  107  of  this 
Act)  the  following: 

“EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO 

“Sec.  221.  If  the  Governor  of  Puerto  Eico  certifies  to 
the  President  of  the  United  States  that  the  legislature  of 
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Puerto  Eico  has,  by  concurrent  resolution,  resolved  that  it 
desires  the  extension  to  Puerto  Eico  of  the  provisions  of 
this  title,  the  effective  date  referred  to  in  sections  210  (h), 
210  (i),  210  (j),  211  (a)  (7),  and  211  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification.” 

EECOEDS  OF  WAGES  AND  SELF-EMPLOYMENT  INCOME 
Sec.  109.  (a)  Subsection  (b)  of  section  205  of  the 
Social  Security  Act  is  amended  by  inserting  ‘‘former  wife 
divorced,”  after  “widow,”. 

(b)  Subsection  (c)  of  section  205  of  the  Social 
Security  Act  is  amended  to  read  as  follows : 

“(c)  (1)  For  the  purposes  of  this  subsection — 

“(A)  The  term  ‘accounting  period’  means  a 
calendar  quarter  when  used  with  respect  to  wages,  and 
a  taxable  year  (as  defined  in  section  211  (e)  )  when 
used  with  respect  to  self-employment  income. 

“(B)  The  term  ‘time  limitation’  when  used  with 
respect  to  wages  means  a  period  of  four  years  and  one 
month,  and  when  used  with  respect  to  self-employment 
income  means  a  period  of  four  years,  two  months,  and 
fifteen  days. 

“(C)  The  term  ‘survivor’  means  an  individual’s 
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spouse,  former  wife  divorced,  child,  or  parent,  who 
survives  such  individual. 

“(2)  On  the  basis  of  information  obtained  or  sub¬ 
mitted  to  the  Administrator,  and  after  such  verification 
thereof  as  he  deems  necessary,  the  Administrator  shall  estab¬ 
lish  and  maintain  records  of  the  amounts  of  wages  paid  to, 
and  the  amounts  of  self-employment  income  derived  by, 
each  individual  and  of  the  accounting  periods  in  which  such 
wages  were  paid  and  such  income  was  derived  and,  upon 
request,  shall  inform  any  individual  or  his  survivor  of  the 
amounts  of  wages  and  self-employment  income  of  such 
individual  and  the  accounting  periods  during  which  such 
wages  were  paid  and  such  income  was  derived,  as  shown 
by  such  records  at  the  time  of  such  request. 

“(3)  The  Administrator’s  records  shall  be  evidence  for 
the  purpose  of  proceedings  before  the  Administrator  or 
any  court  of  the  amounts  of  wages  paid  to,  and  self-employ¬ 
ment  income  derived  by,  an  individual  and  of  the  accounting 
periods  in  which  such  wages  were  paid  and  such  income 
was  derived.  The  absence  of  an  entry  in  such  records  as 
to  wages  alleged  to  have  been  paid  to,  or  as  to  self-employ¬ 
ment  income  alleged  to  have  been  derived  by,  an  individual 
in  any  accounting  period  shall  be  evidence  that  no  such 
alleged  wages  were  paid  to,  or  that  no  such  alleged  income 
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was  derived  by,  such  individual  during  such  accounting 
period. 

“(4)  Prior  to  the  expiration  of  the  time  limitation 
following  any  accounting  period  the  Administrator  may, 
if  it  is  brought  to  his  attention  that  any  entry  of  wages  or 
self-employment  income  in  his  records  for  such  period  is 
erroneous  or  that  any  item  of  wages  or  self-employment 
income  for  such  period  has  been  omitted  from  such  records, 
correct  such  entry  or  include  such  omitted  item  in  his 
records,  as  the  case  may  be.  After  the  expiration  of 
the  time  limitation  following  any  accounting  period — 

“(A)  the  Administrator’s  records  (with  changes, 
if  any,  made  pursuant  to  paragraph  (5)  )  of  the  amounts 
of  wages  paid  to,  and  self-employment  income  derived 
by,  an  individual  in  such  accounting  period  shall  be 
conclusive  for  the  purposes  of  this  title; 

“(B)  the  absence  of  an  entry  in  the  Administrator’s 
records  as  to  the  wages  alleged  to  have  been  paid  by 
an  employer  to  an  individual  in  such  accounting  period 
shall  be  presumptive  evidence  for  the  purposes  of  this 
title  that  no  such  alleged  wages  were  paid  to  such  indi¬ 
vidual  in  such  accounting  period;  and 

“(C)  the  absence  of  an  entry  in  the  Administra¬ 
tor’s  records  as  to  the  self-employment  income  alleged 
to  have  been  derived  by  an  individual  in  such  accounting 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


107 


period  shall  be  conclusive  for  the  purposes  of  this  title 
that  no  such  alleged  self-employment  income  was  de¬ 
rived  by  such  individual  in  such  period  unless  it  is 
shown  that  he  filed  a  tax  return  of  his  self-employment 
income  for  such  accounting  period  before  the  expiration 
of  the  time  limitation  following  such  period,  in  which 
case  the  Administrator  shall  include  in  his  records  the 
self-employment  income  of  such  individual  for  such 
accounting  period. 

“  (5)  After  the  expiration  of  the  time  limitation  follow¬ 
ing  any  accounting  period  in  which  wages  were  paid 
or  alleged  to  have  been  paid  to,  or  self-emplo3Tment  income 
was  derived  or  alleged  to  have  been  derived  by,  an  indi¬ 
vidual,  the  Administrator  may  change  or  delete  any  entry 
with  respect  to  wages  or  self-employment  income  in  his 
records  of  such  accounting  period  for  such  individual  or 
include  in  his  records  of  such  accounting  period  for  such 
individual  any  omitted  item  of  wages  or  self-employment 
income  but  only — 

“  ( A )  if  an  application  for  monthly  benefits  or  for 
a  lump-sum  death  payment  was  filed  within  the  time 
limitation  following  such  accounting  period;  except  that 
no  such  change,  deletion,  or  inclusion  may  be  made 
pursuant  to  this  subparagraph  after  a  final  decision  upon 
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the  application  for  monthly  benefits  or  lump-sum  death 
payment ; 

“(B)  if  within  the  time  limitation  following  such 
accounting  period  an  individual  or  his  survivor  makes 
a  request  for  a  change  or. deletion,  or  for  an  inclusion 
of  an  omitted  item,  and  alleges  in  writing  that  the  Ad¬ 
ministrator’s  records  of  the  wages  paid  to,  or  the  self- 
employment  income  derived  by,  such  individual  in  such 
accounting  period  arc  in  one  or  more  respects  erroneous ; 
except  that  no  such  change,  deletion,  or  inclusion  may 
be  made  pursuant  to  this  subparagraph  after  a  final 
decision  upon  such  request.  Written  notice  of  the  Ad¬ 
ministrator’s  decision  on  any  such  request  shall  be  given 
to  the  individual  who  made  the  request; 

“(C)  to  correct  errors  apparent  on  the  face  of  such 
records ; 

“(D)  to  transfer  items  to  records  of  the  Bailroad 
Retirement  Board  if  such  items  were  credited  under  this 
title  when  they  should  have  been  credited  under  the 
Railroad  Retirement  Act,  or  to  enter  items  transferred 
by  the  Railroad  Retirement  Board  which  have  been 
credited  under  the  Railroad  Retirement  Act  when  they 
should  have  been  credited  under  this  title; 

“(E)  to  delete  or  reduce  the  amount  of  any  entry 
which  is  erroneous  as  a  result  of  fraud; 
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“(F)  to  conform  his  records  to  tax  returns  or  por¬ 
tions  thereof  (including  information  returns  and  other 
written  statements)  filed  with  the  Commissioner  of 
Internal  Revenue  under  title  VIII  of  the  Social  Security 
Act,  under  subchapter  A  or  E  of  chapter  9  of  the  In¬ 
ternal  Revenue  Code,  or  under  regulations  made  under 
authority  of  such  title  or  subchapter,  and  to  information 
returns  filed  by  a  State  pursuant  to  an  agreement 
under  section  218  or  regulations  of  the  Administrator 
thereunder;  except  that  no  amount  of  self-employment 
income  of  an  individual  for  any  taxable  year  (if  such 
return  or  statement  was  filed  after  the  expiration  of  the 
time  limitation  following  the  taxable  year)  shall  be 
included  in  the  Administrator’s  records  pursuant  to  this 
subparagraph  in  excess  of  the  amount  which  has  been 
deleted  pursuant  to  this  subparagraph  as  payments 
erroneously  included  in  such  records  as  wages  paid  to 
such  individual  in  such  taxable  year; 

“(G)  to  include  wages  paid  in  such  accounting 
period  to  an  individual  by  an  employer  if  there  is  an 
absence  of  any  entry  in  the  Administrator’s  records  of 
wages  having  been  paid  b}r  such  employer  to  such  indi¬ 
vidual  in  such  period;  or 

“(H)  to  enter  items  which  constitute  remuneration 
for  employment  under  subsection  (p),  such  entries  to 
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be  in  accordance  with  certified  reports  of  records  made 
by  the  Railroad  Retirement  Board  pursuant  to  section 
5  (k)  (3)  of  the  Railroad  Retirement  Act  of  1937. 

“  (6)  Written  notice  of  any  deletion  or  reduction  under 
paragraph  (4)  or  (5)  shall  be  given  to  the  individual  whose 
record  is  involved  or  to  his  survivor,  except  that  (A)  in 
the  case  of  a  deletion  or  reduction  with  respect  to  any  entry 
of  wages  such  notice  shall  be  given  to  such  individual  only 
if  he  has  previously  been  notified  by  the  Administrator  of  the 
amount  of  his  wages  for  the  accounting  period  involved, 
and  (B)  such  notice  shall  be  given  to  such  survivor  only  if 
he  or  the  individual  whose  record  is  involved  has  previously 
been  notified  by  the  Administrator  of  the  amount  of  such 
individual's  wages  and  self-employment  income  for  the 
accounting  period  involved. 

‘‘(7)  Upon  request  in  writing  (within  such  period, 
after  any  change  or  refusal  of  a  request  for  a  change  of 
his  records  pursuant  to  this  subsection,  as  the  Administrator 
may  prescribe),  opportunity  for  hearing  with  respect  to 
such  change  or  refusal  shall  be  afforded  to  any  individual 
or  his  survivor.  If  a  hearing  is  held  pursuant  to  this  para¬ 
graph  the  Administrator  shall  make  findings  of  fact  and  a 
decision  based  upon  the  evidence  adduced  at  such  hearing 
and  shall  include  any  omitted  items,  or  change  or  delete 
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any  entry,  in  his  records  as  may  be  required  by  such  find¬ 
ings  and  decision. 

“(8)  Decisions  of  the  Administrator  under  this  sub¬ 
section  shall  be  reviewable  by  commencing  a  civil  action 
in  the  United  States  district  court  as  provided  in  subsec¬ 
tion  (g)  ” 

(c)  Section  205  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  subsections: 

“Adjustment  of  Wages  from  Certain  Nonprofit 

Organizations 

“(o)  Notwithstanding  any  other  provision  of  this  title, 
in  the  case  of  wages  paid  to  an  individual  during  any  cal¬ 
endar  quarter  by  an  employer  entitled  (under  section  1412 
of  the  Internal  Revenue  Code)  to  an  exemption  from  the 
tax  imposed  by  section  1410  of  such  code,  only  one-half 
of  the  amount  of  such  wages  paid  during  such  calendar 
quarter  to  such  individual  shall  be  considered  as  paid  to  him 
for  the  purpose  of  determining  the  insured  status  of  such 
individual  and  for  the  purpose  of  determining  the  amount 
of  any  insurance  benefit  or  payment;  but  this  paragraph 
shall  not  apply  if  a  waiver  of  such  exemption  of  the  employer 
was  in  effect  for  such  calendar  quarter. 

“Crediting  of  Compensation  Under  the  Railroad  Retirement 

Act 

“  (p)  If  there  is  no  person  who  would  be  entitled,  upon 
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application  therefor,  to  an  annuity  under  section  5  of  the 
Railroad  Retirement  Act  of  1937,  or  to  a  lump-sum  pay¬ 
ment  under  subsection  (f)'  (1)  of  such  section,  with 
respect  to  the  death  of  an  employee  (as  defined  in  such 
Act),  then,  notwithstanding  section  210  (a)  (10)  of  this 
Act,  compensation  (as  defined  in  such  Railroad  Retirement 
Act,  but  excluding  compensation  attributable  as  having  been 
paid  during  any  month  on  account  of  military  service 
creditable  under  section  4  of  such  Act  if  wages  are  deemed 
to  have  been  paid  to  such  emplo}^ee  during  such  month 
under  section  217  (a)  of  this  Act)  of  such  employee 
shall  constitute  remuneration  for  employment  for  pur¬ 
poses  of  determining  (A)  entitlement  to  and  the  amount 
of  any  lump-sum  death  payment  under  this  title  on 
the  basis  of  such  employee’s  wages  or  self-employment 
income  and  (B)  entitlement  to  and  the  amount  of  any 
monthly  benefit  under  this  title,  for  the  month  in  which 
such  employee  died  or  for  any  month  thereafter,  on  the 
basis  of  such  wages  or  self-employment  income.  For  such 
purposes,  compensation  (as  so  defined)  paid  in  a  calendar 
year  shall,  in  the  absence  of  evidence  to  the  contrary,  be 
presumed  to  have  been  paid  in  equal  proportions  with 
respect  to  all  months  in  the  year  in  which  the  employee 
rendered  services  for  such  compensation.  This  paragraph 
shall  not  be  applicable  in  the  case  of  any  monthly  benefit 
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or  lump-sum  death  payment  if  a  larger  such  benefit  or 
payment,  as  the  ease  may  be,  would  be  payable  without 
its  application* 

“Special  Rules  in  Case  of  Federal  Service 

“(q)  (1)  With  respect  to  service  included  as  employ¬ 
ment  under  section  210  which  is  performed  in  the  employ 
of  the  United  States  or  in  the  employ  of  any  instrumentality 
which  is  wholly  owned  by  the  United  States,  the  Admin¬ 
istrator  shall  not  make  determinations  as  to  whether  an 
individual  has  performed  such  service,  the  periods  of  such 
service,  the  amounts  of  remuneration  for  such  service  which 
constitute  wages  under  the  provisions  of  section  209,  or  the 
periods  in  which  or  for  which  such  wages  were  paid,  but 
shall  accept  the  determinations  with  respect  thereto  of  the 
head  of  the  appropriate  Federal  agency  or  instrumentality, 
and  of  such  agents  as  such  head  may  designate,  as  evidenced 
by  returns  filed  in  accordance  with  the  provisions  of  section 
1420  (e)  of  the  Internal  Revenue  Code  and  certifications 
made  pursuant  to  this  subsection.  Such  determinations  shall 
be  final  and  conclusive. 

“  (2)  The  head  of  any  such  agency  or  instrumentality  is 
authorized  and  directed,  upon  written  request  of  the  Admin¬ 
istrator,  to  make  certification  to  him  with  respect  to  any 
matter  determinable  for  the  Administrator  by  such  head  or 
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his  agents  under  this  subsection,  which  the  Administrator 
finds  necessary  in  administering  this  title. 

“(3)  The  provisions  of  paragraphs  (1)  and  (2) 
shall  be  applicable  in  the  case  of  service  performed  by  a 
civilian  emplo3Tee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Exchange 
Service,  Army  and  Air  Force  Motion  Picture  Service,  Navy 
Ship’s  Service  Stores,  Marine  Corps  Post  Exchanges,  or 
other  activities,  conducted  by  an  instrumentality  of  the 
United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National  Military  Establish¬ 
ment  for  the  comfort,  pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel  of  such  Establish¬ 
ment;  and  for  purposes  of  paragraphs  (1)  and  (2)  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of  such 
instrumentality.” 

MISCELLANEOUS  AMENDMENTS 
Sec.  110.  (a)  The  heading  of  title  II  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  BENEFITS” 

(b)  (1)  The  first  sentence  of  section  201  (a)  of  the 
Social  Security  Act  is  amended  by  striking  out  “Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund”  and  insert- 
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1  ing  in  lieu  thereof  “Federal  Old-Age,  Survivors,  and  Disa- 

2  bility  Insurance  Trust  Fund”. 

3  (2)  The  second  sentence  of  section  201  (a)  of  the 

4  Social  Security  Act  is  amended  by  striking  out  “such  amounts 

5  as  may  be  appropriated  to  the  Trust  Fund”  and  inserting 

6  in  lieu  thereof  “such  amounts  as  may  be  appropriated  to, 

7  or  deposited  in,  the  Trust  Fund”. 

3  (3)  The  third  sentence  of  section  201  (a)  of  such  Act 

0  is  amended  by  striking  out  the  words  “the  Federal  Insurance 
Id  Contributions  Act”  and  inserting  in  lieu  thereof  the  follow- 
II  ing:  “subchapters  A  and  F  of  chapter  9  of  the  Internal 
13  Revenue  Code”. 

13  (4)  Section  201  (a)  of  the  Social  Security  Act  is 

14  amended  by  striking  out  the  following:  “There  is  also  author- 

15  ized  to  be  appropriated  to  the  Trust  Fund  such  additional 

16  sums  as  may  be  required  to  finance  the  benefits  and  payments 
II  provided  under  this  title.” 

18  (5)  Section  201  (b)  of  such  Act  is  amended  by  striking 

19  out  “Chairman  of  the  Social  Security  Board”  and  inserting 

20  in  lieu  thereof  “Federal  Security  Administrator”. 

21  (6)  Section  201  (b)  of  such  Act  is  amended  by  adding 

22  after  the  second  sentence  thereof  the  following  new  sentence : 

23  “The  Commissioner  for  Social  Security  shall  serve  as  Secre- 

24  tary  of  the  Board  of  Trustees.”. 

25  (7)  Paragraph  (2)  of- section  201  (b)  of  such  Act  is 
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amended  by  striking  out  “on  the  first  day  of  each  regular 
session  of  the  Congress”  and  inserting  in  lieu  thereof  “not 
later  than  the  first  day  of  March  of  each  year”. 

(8)  Section  201  (b)  of  such  Act  is  amended  by  striking 
out  the  period  at  the  end  of  paragraph  (8)  and  inserting 
in  lieu  thereof  “;  and”,  and  by  adding  the  following  new 
paragraph : 

“(4)  Recommend  administrative  procedures  and 
policies  designed  to  effectuate  the  proper  coordination 
of  the  social  insurances.” 

(9)  Section  201  (b)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following:  “Such  report  shall  be 
printed  as  a  House  document  of  the  session  of  the  Congress 
to  which  the  report  is  made.” 

( 10)  Section  201  (1)  of  such  Act  is  amended  to  read  as 
follows : 

“(f)  (1)  The  Managing  Trustee  is  directed  to  pay 

from  the  Trust  Fund  into  the  Treasury  the  amount  esti- 
mated  by  him  and  the  Federal  Security  Administrator 
which  will  be  expended  during  a  three-month  period  by 
the  Federal  Security  Agency  and  the  Treasury  Department 
for  the  administration  of  titles  II  and  VIII  of  this  Act  and 
subchapters  A  and  F  of  chapter  9  of  the  Internal  Revenue 
Code.  Such  payments  shall  be  covered  into  the  Treasury 
as  repayments  to  the  account  for  reimbursement  of  expenses 
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incurred  in  connection  with  the  administration  of  titles  II 
and  VIII  of  this  Act  and  subchapters  A  and  F  of  chapter  9 
of  the  Internal  Revenue  Code. 

“(2)  The  Managing-  Trustee  is  directed  to  pay  from 
the  Trust  Fund  into  the  Treasury  the  amount  estimated  by 
him  which  will  be  expended  during  each  three-month  period 
after  1949  by  the  Treasury  Department  for  refunds  of  taxes 
(including  interest,  penalties,  and  additions  to  the  taxes) 
under  title  VIII  of  the  Social  Security  Act  and  subchapters 
A  and  F  of  chapter  9  of  the  Internal  Revenue  Code  and  for 
interest  on  such  refunds  as  provided  by  law.  Such  payments 
shall  be  covered  into  the  Treasury  as  repayments  to  the 
account  for  refunding  internal-revenue  collections. 

“(3)  Repayments  made  under  paragraph  (1)  or  (2) 
shall  not  be  available  for  expenditures  but  shall  be  carried 
to  the  surplus  fund  of  the  Treasury.  If  it  subsequently 
appear  that  the  estimates  under  either  such  paragraph  in 
any  particular  three-month  period  were  too  high  or  too  low, 
appropriate  adjustments  shall  be  made  by  the  Managing 
Trustee  in  future  payments.” 

(c)  (1)  Sections  204,  205  ( other  than  subsections  (c) 
and  (1)  ) ,  and  206  of  such  Act  are  amended  by  striking  out 
“Board”  wherever  appearing  therein  and  inserting  in  lieu 
thereof  “Administrator”;  by  striking  out  “Board’s”  wherever 
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appearing  therein  and  inserting  in  lien  thereof  “Adminis¬ 
trator’s”;  and  by  striking  out  (where  they  refer  to  the  Social 
Security  Board)  “it”  and  “its”  and  inserting  in  lieu  thereof 
“he”,  “him”,  or  “his”,  as  the  context  may  require. 

(2)  Section  205  (1)  of  such  Act  is  amended  to  read  as 
follows : 

“  (1)  The  Administrator  is  authorized  to  delegate  to  any 
member,  officer,  or  employee  of  the  Federal  Security  Agency 
designated  by  him  any  of  the  powers  conferred  upon  him  by 
this  section,  and  is  authorized  to  be  represented  by  his  own 
attorneys  in  any  court  in  any  case  or  proceeding  arising  under 
the  provisions  of  subsection  (e).” 

(d)  Section  208  of  such  Act  is  amended  by  striking 
out  the  words  “the  Federal  Insurance  Contributions  Act” 
and  inserting  in  lieu  thereof  the  following:  “subchapter  A 
or  F  of  chapter  9  of  the  Internal  Revenue  Code”. 

INCREASE  OF  EXISTING  BENEFITS;  COMPUTATIONS  IN 
CASE  OF  ENTITLEMENT  OR  DEATH  PRIOR  TO  19  50 
Sec.  111.  (a)  Notwithstanding  subsection  (a)  of  sec¬ 
tion  215  of  the  Social  Security  Act  as  amended  by  this 
Act,  the  primary  insurance  amount  (prior  to  any  recompu¬ 
tation  under  subsection  (g)  of  such  section)  of  any  indi¬ 
vidual  who  died  prior  to  1950  or  who  was  entitled  to  a 
primary  Insurance  benefit  for  any  month  prior  to  1950 
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1  shall,  to  the  extent  provided  in  the  following  subsections, 

2  be  determined  by  use  of  the  following  table: 


i 


Primary  insurance  benefit  before  1950 


$10 

$11 
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II 


Primary  insur¬ 
ance  amount 
after  1949 


$25. 

00 

26. 

30 

27. 

50 

28. 

70 

29. 

80 

30. 

90 

32. 

00 

33. 

10 

34. 

20 

35. 

20 

36. 

30 

37. 

40 

38. 

70 

40. 

30 

42. 

40 

44. 

50 

46. 

30 

47. 

80 

49. 

00 

50. 

00 

50. 

90 

51. 

80 

52. 

70 

53. 

60 

54. 

50 

55. 

40 

56. 

30 

57. 

20 

58. 

10 

59. 

00 

59. 

90 

60. 

80 

61. 

70 

62. 

60 

63. 

50 

64. 

40 

64. 

40 

III 

Assumed  average 
monthly  wage 
for  purpose 
of  computing 
maximum 
benefits 


$50.  00 
52.  00 
54.  50 
57.  00 
59.  50 
62.  00 
64.  50 
66.  50 
68.  50 
70.  50 
72.  50 
74.  50 
77.  50 
82.  50 
88.  50 
97.  00 
106. 00 
116.  00 
125.  00 
133.  00 
141.  00 
149.  00 
157.  00 
165.  00 
173.  00 
181.  00 
189.  00 
196.  00 
203.  00 
210.  00 
217.  00 
224.  00 
231.  00 
238.  00 
244.  00 
250.  00 
250.  00 


3  (b)  (1)  The  primary  insurance  amount  of  an  individ- 

4  ual  to  whom  a  primary  insurance  benefit  was  paid  for  any 

5  month  prior  to  1950  shall  (if  he  did  not  die  prior  to  1950) 
G  be  the  amount  in  column  II  of  the  table  (in  subsection  (a) ) 
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1  which  is  on  the  line  on  which  in  Column  I  appears  his  primary 

2  insurance  benefit  (as  determined  under  subsection  (c)  ) . 

3  (2)  The  primary  insurance  amount  of  an  individual 

4  who  was  entitled  to  primary  insurance  benefits  prior  to 

5  1950  but  who  was  not  paid  a  primary  insurance  benefit  for 

6  any  month  prior  to  1950  shall  (if  he  did  not  die  prior  to 

7  1950)  be  determined  under  section  215  of  the  Social  Security 

8  Act  as  amended  by  this  Act. 

0  (3)  In  the  case  of  an  individual  who  died  prior  to 

10  1950  and — 

11  (A)  to  whom  a  primary  insurance  benefit  was 

12  paid  for  an}i  month  prior  to  1950,  or 

13  (B)  on  the  basis  of  whose  wages  a  monthly  benefit 

14  for  any  month  prior  to  1952  was  paid  or  a  lump-sum 

15  death  payment  was  made, 

16  the  primary  insurance  amount  of  such  individual  for  January 
IT  1950  and  for  each  month  thereafter  shall  be  the  amount  in 

18  column  II  of  the  table  which  is  on  the  line  on  which  in 

19  column  I  appears  his  primary  insurance  benefit.  Such  pri- 

20  mary  insurance  benefit  shall  be  determined  under  title  II 

21  of  the  Social  Security  Act  as  in  effect  prior  to  the  enact- 

22  ment  of  this  Act;  except  that  in  the  case  of  any  World  War 

23  II  veteran  the  provisions  of  section  217  (a)  of  the  Social 

24  Security  Act  as  amended  by  this  Act  shall,  if  it  results  in 

25  entitlement  to  a  higher  primary  insurance  benefit,  be  appli- 
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cable  in  lieu  of  section  210  of  such  Act  as  in  effect  prior  to 
the  enactment  of  this  Act. 

(4)  In  the  case  of  an  individual  who  died  prior  to 
1950,  to  whom  a  primary  insurance  benefit  was  not  paid, 
and  on  the  basis  of  whose  wages  no  monthly  benefit  for  any 
month  prior  to  1952  was  paid  and  no  lump-sum  death  pay¬ 
ment  was  made,  the  primary  insurance  amount  of  such 
individual  shall  be  determined  under  section  215  of  the 
Social  Security  Act  as  amended  by  this  Act. 

(c)  The  primary  insurance  benefit  of  any  individual 
to  whom  subsection  (b)  (1)  is  applicable  shall  (for  pur¬ 
poses  of  column  I  of  the  table)  be  whichever  of  the  follow¬ 
ing  is  the  larger:  (A)  the  primary  insurance  benefit  paid 
to  such  individual  for  the  last  month  prior  to  1950  for  which 
he  was  paid  such  benefit,  or  (B)  if  the  primary  insurance 
benefit  is  recomputed  by  the  Administrator  pursuant  to  the 
following  provisions  of  this  subsection,  the  primary  insurance 
benefit  as  so  recomputed.  Tor  the  purposes  of  the  preceding 
sentence  the  Administrator  shall  recompute,  without  appli¬ 
cation  therefor,  the  primary  insurance  benefit  for  December 
1949  of  any  individual  to  whom  subsection  (b)  (1)  is 

applicable  if  such  individual  in  such  month  rendered  serv¬ 
ices  for  wages  of  $15  or  more,  or  if  such  individual  is  a 
World  War  II  veteran;  such  recomputation  to  be  made  in 
the  same  manner  as  if  such  individual  had  filed  application 
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1  for,  and  was  entitled  to,  a  recomputation  for  December 

2  1949  under  section  209  (q)  of  the  Social  Security  Act 

3  prior  to  its  amendment  by  this  Act,  except  that  in  making 

4  such  recomputation  section  217  (a)  of  the  Social  Security 

5  Act  as  amended  by  this  Act  shall  be  applicable  if  such 

6  individual  is  a  World  War  II  veteran. 

7  (d)  If  the  primary  insurance  amount  of  an  individual 

8  is  determined  from  the  table,  the  average  monthly  wage  of 

9  such  individual  shall,  for  the  purposes  of  section  203  (a) 

10  of  the  Social  Security  Act  as  amended  b}7  this  Act,  be  the 

11  amount  which  appears  in  column  III  of  the  table  on  the  line 
13  on  which  appears  in  column  II  the  amount  of  his  primary 

13  insurance  amount.  Such  average  monthly  wage  shall  not, 

14  for  the  purposes  of  such  section  203  (a) ,  be  reduced  as  the 
1.5  result  of  any  recomputation  of  the  primary  insurance 

16  amount  under  section  215  (g)  of  the  Social  Security  Act 

17  as  amended  by  this  Act. 

18  (e)  In  the  case  of  any  individual  to  whom  paragraph 

19  (1)  or  (3)  of  subsection  (b)  is  applicable  and  the  amount 

20  of  whose  primary  insurance  benefit  falls  between  the 

21  amounts  on  any  two  consecutive  lines  in  column  I  of  the 

22  table,  his  primary  insurance  amount,  and  his  average 

23  monthly  wage  for  the  purposes  of  section  203  (a)  of  the 

24  Social  Security  Act  as  amended  by  this  Act,  shall  be  deter- 

25  mined  in  accordance  with  regulations  of  the  Administrator 
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designed  to  obtain  results  consistent  with  those  obtained 
pursuant  to  subsections  (b)  and  (d) . 

TITLE  II— AMENDMENTS  TO  INTERNAL 
REVENUE  CODE 

EATE  OF  TAX  ON  WAGES 

Sec.  201.  (a)  Clauses  (2)  and  (3)  of  section  1400  of 
the  Internal  Revenue  Code  are  amended  to  read  as  follows: 

“(2)  With  respect  to  wages  received  during  the 
calendar  year  1950,  the  rate  shall  be  1|-  per  centum. 

“(3)  With  respect  to  wages  received  during  the 
calendar  years  1951  to  1959,  both  inclusive,  the  rate 
shall  be  2  per  centum. 

“(4)  With  respect  to  wages  received  during  the 
calendar  years  1960  to  1964,  both  inclusive,  the  rate 
shall  be  2-|-  per  centum. 

“(5)  With  respect  to  wages  received  during  the 
calendar  years  1965  to  1969,  both  inclusive,  the  rate 
shall  be  3  per  centum. 

“  (6)  With  respect  to  wages  received  after  Decem¬ 
ber  31,  1969,  the  rate  shall  be  3£  per  centum.” 

(b)  Clauses  (2)  and  (3)  of  section  1410  of  the  In¬ 
ternal  Revenue  Code  are  amended  to  read  as  follows: 

“  (2)  With  respect  to  wages  paid  during  the  calen¬ 
dar  year  1950,  the  rate  shall  be  per  centum. 
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“  (3)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1951  to  1959,  both  inclusive,  the  rate  shall 
be  2  per  centum. 

“  (4)  With  respect  to  wages  paid  during  the  calen- 
dar  years  1960  to  1964,  both  inclusive,  the  rate  shall 
be  2^  per  centum. 

“(5)  With  respect  to  wages  paid  during  the  cal¬ 
endar  years  1965  to  1969,  both  inclusive,  the  rate  shall 
be  3  per  centum. 

“(6)  With  respect  to  wages  paid  after  December 
31,  1969,  the  rate  shall  be  per  centum.” 

EXEMPTION  OF  NONPROFIT  ORGANIZATIONS 

Sec.  202.  (a)  Section  1410  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “SEC.  1410.  RATE  OF  TAX/* 
and  inserting  in  lieu  thereof : 

“SEC.  1410.  IMPOSITION  OF  TAX. 

“(a)  Rate  of  Tax. — ” 

and  by  adding  at  the  end  of  such  section  the  following: 

“(b)  Exemption. — Eor  exemption  of  certain  nonprofit 
organizations  from  the  tax  imposed  by  this  section,  see 
section  1412.” 

(b)  Part  II  of  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code  is  amended  by  adding  at  the  end 

v  O 

thereof  the  following  new  section : 
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“SEC.  1412.  EXEMPTION  OF  CERTAIN  NONPROFIT  OR¬ 
GANIZATIONS. 

“(a)  Exemption. — Any  employer  which  is  a  cor¬ 
poration,  community  chest,  fund,  or  foundation,  organized 
and  operated  exclusively  for  religious,  charitable,  scientific, 
literary,  or  educational  purposes,  or  for  the  prevention  of 
cruelty  to  children  or  animals,  no  part  of  the  net  earnings 
of  which  inures  to  the  benefit  of  any  private  shareholder 
or  individual,  and  no  substantial  part  of  the  activities  of 
which  is  carrying  on  propaganda,  or  otherwise  attempting, 
to  influence  legislation,  shall  be  exempt  from  the  tax  imposed 
by  section  1410;  but  such  exemption  shall  not  be  applicable 
with  respect  to  wages  paid  by  such  employer  during  the 
period  for  which  a  waiver,  fded  by  such  employer  pursuant 
to  subsection  (b)  of  this  section,  is  in  effect. 

“(b)  Waiver  op  Exemption.— An  employer  de¬ 
scribed  in  subsection  (a)  may  waive  its  exemption  from 
the  tax  imposed  by  section  1410  by  filing  a  waiver  thereof 
in  such  form  and  manner,  and  with  such  official,  as  may  be 
prescribed  by  regulations  made  under  this  subchapter. 
Such  waiver  shall  be  effective  for  the  period  begin¬ 
ning  with  the  first  day  following  the  close  of  the  cal¬ 
endar  quarter  in  which  such  waiver  is  fled,  but  in  no  case 
shall  such  period  begin  prior  to  January  1,  1950.  The 
period  covered  by  such  waiver  may  be  terminated  by  the 
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1  employer,  effective  at  the  end  of  a  calendar  quarter,  upon 

2  giving  two  years’  advance  notice  in  writing,  but  only  if 

3  the  waiver  has  been  in  effect  for  not  less  than  five  years 

4  prior  to  the  receipt  of  such  notice.  Such  notice  of  termina- 

5  tion  may  be  revoked  by  the  employer  by  giving,  prior  to 

6  the  close  of  the  calendar  quarter  specified  in  the  notice  of 

7  termination,  a  written  notice  of  such  revocation.  Notice  of 

8  termination  or  of  revocation  thereof  shall  be  filed  in  such 

9  form  and  manner,  and  with  such  official,  as  may  be  pre- 

10  scribed  by  regulations  made  under  this  subehapter. 

11  “(c)  Termination  of  Waiver  Period  by  Commis- 

12  signer. — If  the  Commissioner  finds  that  any  employer 

13  which  filed  a  waiver  pursuant  to  this  section  has  failed  to 

14  comply  substantially  with  the  requirements  of  this  sub- 

15  chapter  or  is  no  longer  able  to  comply  therewith,  the  Com- 

16  missioner  shall  give  such  employer  not  less  than  sixty  days’ 

17  advance  notice  in  writing  that  the  period  covered  by  such 

18  waiver  will  terminate  at  the  end  of  the  calendar  quarter 

19  specified  in  such  notice.  Such  notice  of  termination  may 

20  be  revoked  by  the  Commissioner  by  giving,  prior  to  the 

21  close  of  the  calendar  quarter  specified  in  the  notice  of  ter- 

22  mination,  written  notice  of  such  revocation  to  the  employer. 

23  No  notice  of  termination  or  of  revocation  thereof  shall  be 

24  given  under  this  subsection  to  an  employer  without  the  prior 

25  concurrence  of  the  Federal  Security  Administrator. 
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“(d)  No  Renewal  of  Waiver— In  the  event  the 
period  covered  by  a  waiver  filed  pursuant  to  this  section  is 
terminated  by  the  employer,  no  waiver  may  again  he  made 
h}^  such  employer  pursuant  to  this  section; ” 

(c)  The  amendments  made  by  this  section  shall  he 
applicable  only  with  respect  to  remuneration  paid  after  1949. 

FEDERAL  SERVICE 

Sec.  203.  (a)  Part  II  of  subchapter  A  of  chapter  9 
of  the  Internal  Revenue  Code  is  amended  by  adding  after 
section  1412  (added  by  section  202  of  this  Act)  the  follow¬ 
ing  new  section: 

“SEC.  1413.  INSTRUMENTALITIES  OF  THE  UNITED  STATES. 

“Notwithstanding  any  other  provision  of  law  (whether 
enacted  before  or  after  the  enactment  of  this  section)  which 
grants  to  any  instrumentality  of  the  United  States  an  exemp¬ 
tion  from  taxation,  such  instrumentality  shall  not  be  exempt 
from  the  tax  imposed  by  section  1410  unless  such  other  pro¬ 
vision  of  law  grants  a  specific  exemption,  by  reference  to 
section  1410,  from  the  tax  imposed  by  such  section.” 

(b)  Section  1420  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection : 

“(c)  Federal  Service— In  the  case  of  the  taxes  im¬ 
posed  by  this  subchapter  with  respect  to  service  performed 
in  the  employ  of  the  United  States  or  in  the  employ  of 
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any  instrumentality  which  is  wholly  owned  by  the  United 
States,  the  determination  whether  an  individual  has  per¬ 
formed  service  which  constitutes  employment  as  defined 
in  section  1426,  the  determination  of  the  amount  of  remu¬ 
neration  for  such  service  which  constitutes  wages  as  defined 
in  such  section,  and  the  return  and  payment  of  the  taxes  im¬ 
posed  by  this  subchapter,  shall  be  made  by  the  head  of  the 
Federal  agency  or  instrumentality  having  the  control  of  such 
service,  or  by  such  agents  as  such  head  may  designate.  The 
person  making  such  return  may,  for  convenience  of  adminis¬ 
tration,  make  payments  of  the  tax  imposed  under  section 
1410  with  respect  to  such  service  without  regard  to  the 
$3,600  limitation  in  section  1426  (a)  (1) ,  and  he  shall  not 
be  required  to  obtain  a  refund  of  the  tax  paid  under  section 
1410  on  that  part  of  the  remuneration  not  included  in  wages 
by  reason  of  section  1426  (a)  (1).  The  provisions  of  this 
subsection  shall  be  applicable  in  the  case  of  service  per¬ 
formed  by  a  civilian  employee,  not  compensated  from  funds 
appropriated  by  the  Congress,  in  the  Army  and  Air  Force 
Exchange  Service,  Army  and  Air  Force  Motion  Picture 
Service,  Navy  Ship’s  Service  Stores,  Marine  Corps  Post  Ex¬ 
changes,  or  other  activities,  conducted  by  an  instrumentality 
of  the  United  States  subject  to  the  jurisdiction  of  the  Secre¬ 
tary  of  Defense,  at  installations  of  the  National  Military 
Establishment  for  the  comfort,  pleasure,  contentment,  and 
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mental  and  physical  improvement  of  personnel  of  such 
Establishment;  and  for  purposes  of  this  subsection  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of 
such  instrumentality.” 

(c)  Section  1411  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
sentence:  “For  the  purposes  of  this  section,  in  the  case  of 
remuneration  received  from  the  United  States  or  a  wholly 
owned  instrumentality  thereof  during  any  calendar  year 
after  the  calendar  year  1949,  each  head  of  a  Federal  agency 
or  instrumentality  who  makes  a  return  pursuant  to  section 
1420  (e)  and  each  agent,  designated  by  the  head  of  a 
Federal  agency  or  instrumentality,  who  makes  a  return 
pursuant  to  such  section  shall  be  deemed  a  separate 
employer.”. 

(d)  The  amendments  made  by  this  section  shall  be 
applicable  only  with  respect  to  remuneration  paid  after 
1949. 

DEFINITION  OF  WAGES 

Sec.  204.  (a)  Section  1426  (a)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(a)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu- 
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neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  not  include — 

“(1)  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$3, GOO  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year, 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a  trade 
or  business  of  a  predecessor,  and  immediately  after  the 
acquisition  employs  in  his  trade  or  business  an  individual 
who  immediately  prior  to  the  acquisition  was  employed 
in  the  trade  or  business  of  such  predecessor,  then,  for 
the  purpose  of  determining  whether  such  employer  has 
paid  remuneration  (other  than  remuneration  referred 
to  in  the  succeeding  paragraphs  of  this  subsection)  with 
respect  to  employment  equal  to  $3,000  to  such  indi¬ 
vidual  during  such  calendar  year,  any  remuneration 
with  respect  to  employment  paid  (or  considered  under 
this  paragraph  as  having  been  paid)  to  such  individual 
by  such  predecessor  during  such  calendar  year  and  prior 
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to  such  acquisition  shall  be  considered  as  having  been 
paid  by  such  employer; 

“(2)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his  em¬ 
ployees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide  for 
any  such  payment),  on  account  of  (A)  retirement,  or 
(B)  sickness  or  accident  disability,  or  (0)  medical  or 
hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  or  (D)  death; 

“  (3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement  ; 

“  (4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses 
in  connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer ; 

“  (5)  Any  payment  made  to,  or  on  behalf  of,  an 
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employee  (A)'  from  or  to  a  trust  exempt  from  tax 
under  section  165  (a)  at  the  time  of  such  payment 
unless  such  payment  is  made  to  an  employee  of  the 
trust  as  remuneration  for  services  rendered  as  such 
employee  and  not  as  a  beneficiary  of  the  trust,  or  (B) 
under  or  to  an  annuity  plan  which,  at  the  time  of  such 
payment,  meets  the  requirements  of  section  165  (a) 
(3) ,  (4) ,  (5) ,  and  (6)  ; 

“  { 6 )  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  emplo}ree)  (A) 
of  the  tax  imposed  upon  an  employee  under  section 
1400,  or  (B)  of  any  payment  required  from  an  employee 
under  a  State  unemployment  compensation  law; 

“  (7)  Bemuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of  the 
employer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  ;  or 

“(8)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which  he 
attains  the  age  of  sixty-five,  if  he  did  not  work  for  the 
employer  in  the  period  for  which  such  payment  is  made. 
Tips  and  other  cash  remuneration  customarily  received  l>yr 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  subchapter,  be  considered  as  remuneration  paid  to 
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him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
so  much  of  the  amount  thereof  received  during  any  calendar 
quarter  as  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  such  quarter,  reports  in  writing  to  his 
employer  as  having  been  received  by  him  in  such  quarter 
shall  be  considered  as  remuneration  paid  by  his  employer, 
and  the  amount  so  reported  shall  be  considered  as  having 
been  paid  to  him  by  his  employer  on  the  date  on  which 
such  report  is  made  to  the  employer.” 

(b)  So  much  of  section  1401  (d)  (2)  of  the  Internal 
Revenue  Code  as  precedes  the  second  sentence  thereof  is 
amended  to  read  as  follows: 

“(2)  Wages  received  during  1947,  1948,  and 
1949. — If  by  reason  of  an  employee  receiving  wages 
from  more  than  one  employer  during  the  calendar  year 
1947,  1948,  or  1949,  the  wages  received  by  him  dur¬ 
ing  such  year  exceed  $3,000,  the  employee  shall  be 
entitled  to  a  refund  of  any  amount  of  tax,  with  respect 
to  such  wages,  imposed  b}^  section  1400  and  deducted 
from  the  employee’s  wages  (whether  or  not  paid  to  the 
collector) ,  which  exceeds  the  tax  with  respect  to  the 
first  $3,000  of  such  wages  received.” 

(c)  Section  1401  (d)  of  the  Internal  Revenue  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
paragraphs: 
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1  “(3)'  Wages  received  after  1949 —If  by  rea- 

i 

2  son  of  an  employee  receiving  wages  from  more  than 

3  one  employer  during  any  calendar  year  after  the  calendar 

4  year  1949,  the  wages  received  by  him  during  such  year 

5  exceed  $3,600,  the  employee  shall  be  entitled  to  a  refund 

6  of  any  amount  of  tax,  with  respect  to  such  wages,  im- 

7  posed  by  section  1400  and  deducted  from  the  employee’s 

8  wages  (whether  or  not  paid  to  the  collector),  which 

9  exceeds  the  tax  with  respect  to  the  first  $3,600  of  such 

10  wages  received.  Refund  under  this  section  may  be 

11  made  in  accordance  with  the  provisions  of  law  applicable 

12  in  the  case  of  erroneous  or  illegal  collection  of  the>ax; 

13  except  that  no  such  refund  shall  be  made  unless  (A)  the 

14  employee  makes  a  claim,  establishing  his  right  thereto, 

15  after  the  calendar  year  in  which  the  wages  were  re- 

16  ceived  with  respect  to  which  refund  of  tax  is  claimed, 

17  and  (B)  such  claim  is  made  within  two  years  after 

18  the  calendar  year  in  which  such  wages  were  received. 

19  No  interest  shall  be  allowed  or  paid  with  respect  to 

20  any  such  refund. 

21  “  (4)  Special  rules  in  the  case  of  federal 

22  AND  STATE  EMPLOYEES. — 

23  “(A)  Federal  Employees. — In  the  case  of  re- 

24  numeration  received  from  the  United  States  or  a 
^wholly  owned  instrumentality  thereof  dining  any 
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calendar  year  after  the  calendar  year  1949,  each 
head  of  a  Federal  agency  or  instrumentality  who 
makes  a  return  pursuant  to  section  1420  (e)  and 
each  agent,  designated  by  the  head  of  a  Federal 
agency  or  instrumentality,  who  makes  a  return  pur¬ 
suant  to  such  section  shall,  for  the  purposes  of 
subsection  (c)  and  paragraph  (3)  of  this  subsec¬ 
tion,  be  deemed  a  separate  employer;  and  the  term 
‘wages’  includes,  for  the  purposes  of  paragraph  (3) 
of  this  subsection,  the  amount,  not  to  exceed  $3,600, 
determined  by  each  such  head  or  agent  as  consti¬ 
tuting  wages  paid  to  an  employee. 

“(B)  State  Employees. — For  the  purposes  of 
paragraph  (3)  of  this  subsection,  in  the  case  of 
remuneration  received  during  any  calendar  year 
after  the  calendar  year  1949,  the  term  ‘wages’ 
includes  remuneration  for  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act;  the  term  ‘employer’  includes 
a  State  or  an}^  political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of  the  foregoing ; 
the  term  ‘tax’  or  ‘tax  imposed  by  section  1400’ 
includes,  in  the  case  of  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act,  an  amount  equivalent  to  the 
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tax  which  would  be  imposed  by  section  1400,  if 
such  services  constituted  employment  as  defined  in 
section  1426;  and  the  provisions  of  paragraph  (3) 
of  this  subsection  shall  apply  whether  or  not  any 
amount  deducted  from  the  employee’s  remuneration 
as  a  result  of  an  agreement  made  pursuant  to  sec¬ 
tion  218  of  the  Social  Security  Act  has  been  paid 
to  the  Secretary  of  the  Treasury.” 

(d)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  he  applicable  only  with  respect  to  remuneration 
paid  after  1949.  In  the  case  of  remuneration  paid  prior  to 
1950,  the  determination  under  section  1426  (a)  (1)  of  the 
Internal  Kevenue  Code  (prior  to  its  amendment  by  this 
Act)  of  whether  or  not  such  remuneration  constituted  wages 
shall  be  made  as  if  subsection  (a)  of  this  section  had  not 
been  enacted  and  without  inferences  drawn  from  the  fact 
that  the  amendment  made  hv  subsection  (a)  is  not  made 
applicable  to  periods  prior  to  1950. 

DEFINITION  OF  EMPLOYMENT 

Sec.  205.  (a)  Effective  January  1,  1950,  section  1426 
(b)  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“(b)  Employment. — The  term  ‘employment’  means 
any  service  performed  after  1936  and  prior  to  1950 
which  was  employment  for  the  purposes  of  this  sub- 
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chapter  under  the  law  applicable  to  the  period  in  which 
such  service  was  performed,  and  any  service,  of  whatever 
nature,  performed  after  1949  either  (A)  by  an  employee 
for  the  person  employing  him,  irrespective  of  the  citizen¬ 
ship  or  residence  of  either,  (i)  within  the  United  States,  or 
(ii)  on  or  in  connection  with  an  American  vessel  or  Amer¬ 
ican  aircraft  under  a  contract  of  service  which  is  entered  into 
within  the  United  States  or  during  the  performance  of 
which  the  vessel  or  aircraft  touches  at  a  port  in  the  United 
States,  if  the  employee  is  employed  on  and  in  connection 
with  such  vessel  or  aircraft  when  outside  the  United  States, 
or  (B)  outside  the  United  States  by  a  citizen  of  the  United 
States  as  an  employee  for  an  American  employer  (as  defined 
in  subsection  (i)  of  this  section)  ;  except  that,  in  the  case  of 
service  performed  after  1949,  such  term  shall  not  include — 

“(1)  Agricultural  labor  (as  defined  in  subsection 
(h)  of  this  section)  ; 

“(2)  (A)  Service  not  in  the  course  of  the  em¬ 

ployer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a  farm 
operated  for  profit; 

“(B)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 
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“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  he  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter.  As  used 
in  this  paragraph,  the  term  “service  not  in  the  course 
of  the  employer’s  trade  or  business”  includes  domestic 
service  hi  a  private  home  of  the  employer ; 

“(4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother; 

“(5)  Service  performed  by  an  individual  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  or 
on  or  in  connection  with  an  aircraft  not  an  American 
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aircraft,  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumen¬ 
tality  is  exempt  from  the  tax  imposed  by  section  1410 
by  virtue  of  any  provision  of  law  which  specifically 
refers  to  such  section  in  granting  such  exemption; 

“(7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned  by 
the  United  States,  but  only  if  (i)  such  service  is  covered 
by  a  retirement  system,  established  by  a  law  of  the 
United  States,  for  employees  of  the  United  States  or  of 
such  instrumentality,  or  (ii)  such  service  is  performed — 

“(A)  by  the  President  or  Vice  President  of 
the  United  States  or  by  a  Member,  Delegate,  or 
Kesident  Commissioner,  of  or  to  the  Congress; 

“(B)  in  the  legislative  branch; 

“(C)  in  the  field  service  of  the  Post  Office 
Department ; 

“(D)  in  or  under  the  Bureau  of  the  Census  of 
the  Department  of  Commerce  by  temporary  em¬ 
ployees  employed  for  the  taking  of  any  census; 

“(E)  by  any  employee  who  is  excluded  by 
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Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis; 

“  (E)  by  any  employee  receiving  nominal  com¬ 
pensation  of  $12  or  less  per  annum; 

“(G)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof ; 

“(II)  by  any  employee  who  is  excluded  by 

Executive  order  from  the  operation  of  the  Civil 

« 

Service  Retirement  xVc-t  of  1930  because  lie  is 
serving  under  a  temporary  appointment  pending 
final  determination  of  eligibility  for  permanent  or 
indefinite  appointment ; 

“(I)  by  any  consular  agent  appointed  under 
authority  of  section  551  of  the  Foreign  Service  Act- 
of  194G  (22  U.  S.  C.,  sec.  951)  ; 

“(J)  by  any  employee  included  under  section 
2  of  the  Act  of  August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other  student  employees 
of  hospitals  of  the  Federal  Government;  5  U.  S.  C., 
sec.  1052)  ; 

“(K)  in  the  employ  of  the  Tennessee  Valley 
Authority  in  a  position  which  is  covered  by  a  retire¬ 
ment  system  established  by  such  Authority; 

“  (L)  by  any  employee  serving  on  a  temporary 
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basis  in  case  of  fire,  storm,  earthquake,  flood,  or 
other  emergency;  or 

“  (M)  by  any  employee  who  is  employed 
under  a  Federal  relief  program  to  relieve  him  from 
unemployment ; 

“(8)  (A)  Service  (other  than  service  to  which 
subparagraph  (B)  of  this  paragraph  is  applicable) 
performed  in  the  employ  of  a  State,  or  any  political 
subdivision  thereof,  or  any  instrumentality  of  any  one 
or  more  of  the  foregoing  which  is  wholly  owned  by  one 
or  more  States  or  political  subdivisions; 

“(B)  Service  performed  in  the  employ  of  any 
political  subdivision  of  a  State  in  connection  with  the 
operation  of  any  public  transportation  system  unless  such 
service  is  performed  by  an  employee  whose  service  is 
not  included  under  an  agreement  entered  into  pursuant 
to  the  provisions  of  section  218  of  the  Social  Security 
Act  and  who — 

“  (i)  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system 
or  any  part  thereof;  and 

“(ii)  prior  to  such  acquisition  rendered  serv¬ 
ices  which  constituted  employment  in  connection 
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1  with  the  operation  of  such  transportation  system  or 

2  part  thereof. 

3  In  the  case  of  an  employee  described  in  clauses  (i)  and 

4  [  (ii)  who  became  such  an  employee  in  connection  with 

5  an  acquisition  made  prior  to  1950,  this  subparagraph 

6  shall  not  be  applicable  with  respect  to  such  employee 

7,  if  the  political  subdivision  employing  him  files  with  Sie 

8  Commissioner  prior  to  January  1,  1950,  a  statement 

9  that  it  does  not  favor  the  inclusion  under  this  subpara- 

10  graph  of  any  individual  who  became  an  employee  in 

11  connection  with  such  acquisitions  made  prior  to  1950. 

12  For  the  purposes  of  this  subparagraph  the  term  ‘political 

12  subdivision’  includes  an  instrumentality  of  one  or  more 

14  political  subdivisions  of  a  State; 

15  “  (9)  Service  performed  by  a  duly  ordained,  com- 

16  missioned,  or  licensed  minister  of  a  church  in  the 

17  exercise  of  his  ministry  or  by  a  member  of  a  religious 

18  order  in  the  exercise  of  duties  required  by  such  order; 

19  “(10)  Service  performed  by  an  individual  as  an 

20  employee  or  employee  representative  as  defined  in 

21  section  1532; 

22  “(11)  (A)  Service  performed  in  any  calendar 

23  quarter  in  the  employ  of  any  organization  exempt  from 

24  income  tax  under  section  101,  if  the  remuneration  for 

25  such  service  is  less  than  $100; 
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“(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by 
a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  university; 

“  (12)  Service  performed  in  the  employ  of  a  foreign 
government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative)  ; 

“(13)  Service  performed  in  the  employ  of  an  in¬ 
strumentality  wholly  owned  by  a  foreign  government — 
“(A)  If  the  service  is  of  a  character  similar 
to  that  performed  in  foreign  countries  by  employees 
of  the  United  States  Government  or  of  an  instru¬ 
mentality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
employees  thereof  exemption  is  claimed,  grants  an 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
the  United  States  Government  and  of  instrumen¬ 
talities  thereof; 

“(14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
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pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law ; 

“(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity),  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  ; 

“(16)  (A)  Service  performed  by  an  individual 

under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution ; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
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ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him 
at  a  fixed  price,  his  compensation  being  based  on  the 
retention  of  the  excess  of  such  price  over  the  amount 
at  which  the  newspapers  or  magazines  are  charged  to 
him,  whether  or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  service,  or  is  entitled 
to  be  credited  with  the  unsold  newspapers  or  magazines 
turned  back; 

*  “(17)  Service  performed  in  the  employ  of  an 
international  organization;  or 

“  (18)  Service  performed  by  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,  off  the  premises  of  such  person,  under  an  arrange¬ 
ment  whereby  such  individual  receives  his  entire  re¬ 
muneration  (other  than  prizes)  for  such  service  directly 
from  the  purchasers  of  such  goods  or  commodities,  if  such 
person  makes  no  provision  (other  than  by  correspond¬ 
ence)  with  respect  to  the  training  of  such  individual  for 
the  performance  of  such  service  and  imposes  no  require¬ 
ment  upon  such  individual  with  respect  to  (A)  the  fit¬ 
ness  of  such  individual  to  perform  such  service,  (B)  the 
geographical  area  in  which  such  service  is  to  be  per¬ 
formed,  (C)  the  volume  of  goods  or  commodities  to  be 
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sold  or  distributed,  or  (D)  the  selection  or  solicitation  of 
customers.” 

^(b)  Effective  January  1,  1950,  section  1426  (e)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(e)  State,  Etc. — 

'  “  ( 1 )  The  term  ‘State’  includes  Alaska,  Hawaii, 
the  District  of  Columbia,  and  the  Virgin  Islands;  and  on 
and  after  the  effective  date  specified  in  section  1633  such 
term  includes  Puerto  Rico. 

“(2)  United  States. — The  term  ‘United  States’ 
when  used  in  a  geographical  sense  includes  the  Virgin 
Islands;  and  on  and  after  the  effective  date  specified  in 
section  1633  such  term  includes  Puerto  Rico. 

“(3)  Citizen. — An  individual  who  is  a  citizen  of 
Puerto  Rico  (but  not  otherwise  a  citizen  of  the  United 
States)  and  who  is  not  a  resident  of  the  United 
States  shall  not  be  considered,  for  the  purposes  of  this 
section,  as  a  citizen  of  the  United  States  prior  to  the 
effective  date  specified  in  section  1633.” 

(c)  Section  1426  (g)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  “(g)  American  Vessel. — ”  and 
inserting  in  lieu  thereof  “(g)  American  Vessel  and  Air¬ 
craft. — ”,  and  by  striking  out  the  period  at  the  end  of  such 
subsection  and  inserting  in  lieu  thereof  the  following:  “;  and 
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the  term  ‘American  aircraft’  means  an  aircraft  registered 
under  the  laws  of  the  United  States.” 

[(d)  Section  1426  (h)  of  the  Internal  Kevenue  Code 
is  amended  to  read  as  follows : 

“(h)  Agricultural  Labor— The  term  ‘agricultural 
labor’  includes  all  services  performed — 

“(1)  On  a  farm,  in. the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul- 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and  wildlife. 

“  (2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“(3)  In  connection  with  the  production  or  har¬ 
vesting  of  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  or  in  connection  with  the 
ginning  of  cotton. 
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“(4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to 
storage  or  to  market  or  to  a  carrier  for  transportation  to 
market,  in  its  unmanufactured  state,  any  agricultural  or 
horticultural  commodity;  but  only  if  such  operator  pro¬ 
duced  more  than  one-half  of  the  commodity  with  respect 
to  which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (A)', 
but  only  if  such  operators  produced  all  of  the  com¬ 
modity  with  respect  to  which  such  service  is  performed. 
For  the  purposes  of  this  subparagraph,  any  unincor¬ 
porated  group  of  operators  shall  be  deemed  a  coopera¬ 
tive  organization  if  the  number  of  operators  comprising 
such  group  is  more  than  twenty  at  any  time  during 
the  calendar  quarter  in  which  such  service  is  performed. 

“(0)  The  provisions  of  subparagraphs  (A)  and 
(B)  shall  not  be  deemed  to  be  applicable  with  respect 
to  service  performed  in  connection  with  commercial 
canning  or  commercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  commodity  after  its 
delivery  to  a  terminal  market  for  distribution  for 
consumption. 
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As  used  in  this  section,  the  term  ‘farm’  includes  stock, 
dairy,  poultry,  fruit,  fur-bearing  animal,  and  truck  farms, 
plantations,  ranches,  nurseries,  ranges,  greenhouses  or  other 
similar  structures  used  primarily  for  the  raising  of  agricul¬ 
tural  or  horticultural  commodities,  and  orchards; ” 

(c)  Section  142G  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  subsections  (i)  and  (j)  and  insert¬ 
ing  in  lieu  thereof  the  following : 

“(i)  American  Employer— The  term  ‘American 
employer’  means  an  employer  which  is  (1)  the  United 
States  or  any  instrumentality  thereof,  (2)  an  individual 
who  is  a  resident  of  the  United  States,  (3)  a  partnership, 
if  two-thirds  or  more  of  the  partners  are  residents  of  the 
United  States,  (4)  a  trust,  if  all  of  the  trustees  are  residents 
of  the  United  States,  or  (5)  a  corporation  organized  under 
the  laws  of  the  United  States  or  of  any  State. ” 

(f)  Section  1426  (c)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “paragraph  (9)  "  and  inserting  in 
lieu  thereof  “paragraph  (10)”. 

(g)  The  amendments  made  by  subsections  (c),  (d), 
(e),  and  (f)  of  this  section  shall  be  applicable  only  with 
respect  to  services  performed  after  1949. 

DEFINITION  OF  EMPLOYEE 

Sec.  206.  (a)  Section  1426  (d)  of  the  Internal  Reve¬ 
nue  Code  is  hereby  amended  to  read  as  follows: 
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“(d)  Employee. — The  term  ‘employee’  means — 
“(1)  any  officer  of  a  corporation;  or 
“(2)  any  individual  who,  under  the  usual  com¬ 
mon  law  rules  applicable  in  determining  the  employer- 
employee  relationship,  has  the  status  of  an  employee. 
Eor  purposes  of  this  paragraph,  if  an  individual  (either 
alone  or  as  a  member  of  a  group)  performs  service  for 
any  other  person  under  a  written  contract  expressly 
reciting  that  such  person  shall  have  complete  control 
over  the  performance  of  such  service  and  that  such  in¬ 
dividual  is  an  employee,  such  individual  with  respect 
to  such  service  shall,  regardless  of  any  modification 
not  in  writing,  be  deemed  an  employee  of  such  person 
( or,  if  such  person  is  an  agent  or  employee  with  re¬ 
spect  to  the  execution  of  such  contract,  the  employee 
of  the  principal  or  emphtyer  of  such  person)  ;  or 

“(3)  any  individual  (other  than  an  individual 
who  is  an  employee  under  paragraph  ( 1 )  or  ( 2 )  of  this 
subsection)  who  performs  services  for  remuneration 
for  any  person — 

“(A)  as  an  outside  salesman  in  tlie  manufac¬ 
turing  or  wholesale  trade; 

“(B)  as  a  full-time  fife  insurance  salesman; 

“(C)  as  a  driver-lessee  of  a  taxicab; 

“(D)  as  a  home  worker  on  materials  or  goods 
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which  are  furnished  by  the  person  for  whom  the 
services  are  performed  and  which  are  required  to  be 
returned  to  such  person  or  to  a  person  designated 
by  him; 

“(E)  as  a  contract-logger; 

“(F) 

as  a  lessee  or  licensee  of  space  within 
a  mine  when  substantially  all  of  the  product  of  such 
services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor;  or 

“(G)  as  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  individual  (i) 
is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the 
services  with  respect  to  designated  or  regular  cus¬ 
tomers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
if  the  contract  of  service  contemplates  that  substantially 
all  of  such  services  (other  than  the  services  described 
in  subparagraph  (E)  )  are  to  be  performed  personally 
by  such  individual;  except  that  an  individual  shall  not 
be  included  in  the  term  ‘employee’  under  the  provi¬ 
sions  of  this  paragraph  if  such  individual  has  a  substan¬ 
tial  investment  (other  than  the  investment  by  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 
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the  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  if  the 
services  are  in  the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed ;  or 

“(4)  any  individual  who  is  not  an  employee 
under  paragraph  (1),  (2),  or  (3)  of  this  subsection 
but  who,  in  the  performance  of  service  for  any  person 
for  remuneration,  has,  with  respect  to  such  service, 
the  status  of  an  employee,  as  determined  by  the 
combined  effect  of  (A)  control  over  the  individual, 
(B)  permanency  of  the  relationship,  (0)  regularity 
and  frequency  of  performance  of  the  service,  (D)  inte¬ 
gration  of  the  individual’s  work  in  the  business  to  which 
he  renders  service,  (E)  lack  of  skill  required  of  the 
individual,  (F)  lack  of  investment  by  the  individual  in 
facilities  for  work,  and  (G)  lack  of  opportunities  of  the 
individual  for  profit  or  loss.” 

(b)  The  amendment  made  by  this  section  shall  be  ap¬ 
plicable  only  with  respect  to  services  performed  after  1949. 

SELF-EMPLOYMENT  INCOME 
Sec.  207.  (a)  Chapter  9  of  the  Internal  Revenue  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
subchapter : 
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“SUBCHAPTER  F— TAX  ON  SELF-EMPLOYMENT 

INCOME 

“SEC.  1640.  RATE  OF  TAX. 

“In  addition  to  other  taxes,  there  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  beginning  after  De¬ 
cember  31,  1949,  upon  the  self-employment  income  of  every 
individual,  a  tax  as  follows : 

“  ( 1 )  In  the  case  of  any  taxable  year  beginning 
in  1950,  the  tax  shall  be  equal  to  2J  per  centum  of 
the  amount  of  the  self-employment  income  for  such 

taxable  year. 

«/ 

“(2)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1950,  and  before  January  1,  1960, 
the  tax  shall  be  equal  to  3  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“  ( 3 )  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1959,  and  before  January  1,  1965, 
the  tax  shall  be  equal  to  3f  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(4)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1964,  and  before  January  1,  1970, 
the  tax  shall  be  equal  to  4-§-  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(5)  In  the  case  of  any  taxable  year  beginning 
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1  after  December  31,  1969,  the  tax  shall  be  equal  to  4f 

2  per  centum  of  the  amount  of  the  self-employment  income 

3  for  such  taxable  year. 

4  “SEC.  1641.  DEFINITIONS. 

5  ‘Tor  the  purposes  of  this  subchapter — 

6  “  (a)  Tet  Earnings  Eeom  Self-Employment.— The 

7  term  ‘net  earnings  from  self-employment’  means  the  gross 

8  income,  as  computed  under  chapter  1,  derived  by  an  indi- 

9  vidual  from  any  trade  or  business  carried  on  by  such  indi- 
19  vidual,  less  the  deductions  allowed  under  such  chapter  which 
11  are  attributable  to  such  trade  or  business,  plus  his  distributive 
13  share  (whether  or  not  distributed)  of  the  net  income  or  loss, 

13  as  computed  und?r  such  chapter,  from  any  trade  or  busi- 

14  ness  carried  on  by  a  partnership  of  which  he  is  a  member; 

15  except  that  in  computing  such  gross  income  and  deductions 

16  and  such  distributive  share  of  partnership  net  income  or 

17  loss- 

18  “  ( 1 )  There  shall  be  excluded  rentals  from  real  estate 

19  (including  personal  property  leased  with  the  real  estate) 

20  and  deductions  attributable  thereto,  unless  such  rentals 

21  are  received  in  the  course  of  a  trade  or  business  as  a 

22  real  estate  dealer; 

23  “(2)  There  shall  be  excluded  income  derived  from 

24  any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  emploj^ees,  the  major 
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1  portion  of  the  services  would  constitute  agricultural  labor 

2  as  defined  in  section  1426  (h)  ;  and  there  shall  be  ex- 

3  eluded  all  deductions  attributable  to  such  income; 

4  “(3)  There  shall  be  excluded  dividends  on  any 

5  share  of  stock,  and  interest  on  any  bond,  debenture,  note, 

6  or  certificate,  or  other  evidence  of  indebtedness,  issued 

7  with  interest  coupons  or  in  registered  form  by  any  cor- 

8  poration  (including  one  issued  by  a  government  or  po- 

9  litical  subdivision  thereof)  unless  such  dividends  and 

10  interest  are  received  in  the  course  of  a  trade  or  business 

11  as  a  dealer  in  stocks  or  securities ; 

12  “  (4)  There  shall  be  excluded  any  gain  or  loss 

13  (A)  which  is  considered  under  chapter  1  as  gain  or  loss 

14  from  the  sale  or  exchange  of  a  capital  asset,  (B)  from 

15  the  cutting  or  disposal  of  timber  if  section  117  (j)  is 

16  applicable  to  such  gain  or  loss,  or  (C)  from  the  sale, 

17  exchange,  involuntary  conversion,  or  other  disposition 

18  of  property  if  such  property  is  neither  (i)  stock  in 

19  trade  or  other  property  of  a  kind  which  would  properly 

20  he  includible  in  inventory  if  on  hand  at  the  close  of  the 

«/ 

21  taxable  year,  nor  (ii)  property  held  primarily  for  sale 

22  to  customers  in  the  ordinary  course  of  the  trade  or 

23  business ; 

24  “(f>)  The  reduction  for  net  operating  losses  pro- 

25  vided  in  section  23  (s)  shall  not  be  allowed ; 
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1  “(6)  (A)  If  any  of  the  income  derived  from  a 

2  trade  or  business  (other  than  a  trade  or  business  car- 

3  ried  on  by  a  partnership)  is  community  income  under 

4  community  property  laws  applicable  to  such  income, 

5  all  of  the  gross  income  and  deductions  attributable  to 

6  such  trade  or  business  shall  be  treated  as  the  gross  in- 

7  come  and  deductions  of  the  husband  unless  the  wife 

8  exercises  substantially  all  of  the  management  and  con- 

9  trol  of  such  trade  or  business,  in  which  case  all  of  such 

10  gross  income  and  deductions  shall  be  treated  as  the 

11  gross  income  and  deductions  of  the  wife; 

12  “  (B)  If  any  portion  of  a  partner’s  distributive  share 

13  of  the  net  income  or  loss  from  a  trade  or  business  carried 

14  on  by  a  partnership  is  community  income  or  loss  under 

15  the  community  property  laws  applicable  to  such  share,  all 

16  of  such  distributive  share  shall  he  included  in  computing 

17  the  net  earnings  from  self-employment  of  such  partner, 

18  and  no  part  of  such  share  shall  be  taken  into  account  in 

19  computing  the  net  earnings  from  self-employment  of  the 

20  spouse  of  such  partner; 

21  “  ( 7 )  In  the  case  of  any  taxable  year  beginning 

22  on  or  after  the  effective  date  specified  in  section  1633, 

23  (A)  the  term  ‘possession  of  the  United  States’  as  used 

24  in  section  251  shall  not  include  Puerto  Pico,  and  (B-) 

25  a  citizen  or  resident  of  Puerto  Kico  shall  compute  his 
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net  earnings  from  self-employment  in  tHe  same  manner 
as  a  citizen  of  the  United  States  and  without  regard 
to  the  provisions  of  section  252 ; 

“(8)  There  shall  be  excluded  income  derived  from 
a  trade  or  business  of  publishing  a  newspaper  or  other 
publication  having  a  paid  circulation,  together  with  the 
income  derived  from  other  activities  conducted  in  con¬ 
nection  with  such  trade  or  business;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income. 

If  the  taxable  year  of  a  partner  is  different  from  that 
of  the  partnership,  the  distributive  share  which  he  is 
required  to  include  in  computing  his  net  earnings  from  self- 
employment  shall  be  based  upon  the  net  income  or  loss  of 
the  partnership  for  any  taxable  year  of  the  partnership 
(even  though  beginning  prior  to  January  1,  1950)  end¬ 
ing  within  or  with  his  taxable  year. 

“(b)  Self-Employment  Income— The  term  'self- 
employment  income’  means  the  net  earnings  from  self- 
employment  derived  b}r  an  individual  (other  than  a  non¬ 
resident  alien  individual)  during  any  taxable  year  beginning 
after  December  31,  1949;  except  that  such  term  shall  not 
include — 

“  ( 1 )  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,600,  minus 
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(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year ;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

For  the  purposes  of  clause  (1)  the  term  ‘wages’  includes 
remuneration  paid  to  an  employee  if  such  remuneration 
is  for  services  included  under  an  agreement  entered  into 
pursuant  to  the  provisions  of  section  218  of  the  Social 
Security  Act  (relating  to  coverage  of  State  employees). 
In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  1633,  an  individual  who  is 
a  citizen  of  Puerto  Pico  (but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  or  of  the  Virgin  Islands  during  such  taxable  year  shall 
be  considered,  for  the  purposes  of  this  subsection,  as  a  non¬ 
resident  alien  individual.  An  individual  who  is  not  a  citizen 
of  the  United  States  but  who  is  a  resident  of  the  Virgin 
Islands  or  (after  the  effective  date  specified  in  section  1633) 
a  resident  of  Puerto  Pico  shall  not,  for  the  purposes  of 
this  subsection,  be  considered  to  be  a  nonresident  alien 
individual. 

“(c)  Trade  or  Business— The  term  ‘trade  or  busi¬ 
ness’,  when  used  with  reference  to  self-employment  income 
or  net  earnings  from  self-employment,  shall  have  the  same 
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meaning  as  when  used  in  section  23,  except  that  such  term 
shall  not  include — 

“  (1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  (other  than  service  described  in  sec¬ 
tion  1426  (b)  (16)  (B)  or  section  1426  (b)  (18) 
performed  by  an  individual  who  has  attained  the  age  of 
eighteen)  ; 

“(3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532; 

“  (4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by 
such  order  :  or 

“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome¬ 
trist,  or  as  a  Christian  Science  practitioner,  or  as  an  aero¬ 
nautical,  chemical,  civil,  electrical,  mechanical,  metal¬ 
lurgical,  or  mining  engineer;  or  the  performance  of  such 
service  by  a  partnership. 

“  (d)  Employee  and  Wages— The  term  'employee' 
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1  and  the  term  ‘wages'  shall  have  the  same  meaning  as  when 

2  used  in  subchapter  A  of  this  chapter. 

8  “(e)  Taxable  Year. — The  term  ‘taxable  year’  shall 

4  have  the  same  meaning  as  when  used  in  chapter  1 ;  and 

5  the  taxable  year  of  any  individual  shall  be  a  calendar  year 

6  unless  he  has  a  different  taxable  year  for  the  purposes  of 

7  chapter  1,  in  which  case  his  taxable  year  for  the  purposes 

8  of  this  subchapter  shall  be  the  same  as  his  taxable  year  under 

9  chapter  1. 

10  “SEC.  1642.  NONDEDUCTIBILITY  OF  TAX. 

11  “For  the  purposes  of  the  income  tax  imposed  by  chapter 

12  1  or  by  any  Act  of  Congress  in  substitution  therefor,  the 
18  tax  imposed  by  section  1640  shall  not  be  allowed  as  a  deduc- 

14  tion  to  the  taxpayer  in  computing  his  net  income  for  any 

15  taxable  year. 

16  “SEC.  1643.  COLLECTION  AND  PAYMENT  OF  TAX. 

17  “  (a)  Administration. — The  tax  imposed  by  this  sub- 

18  chapter  shall  be  collected  by  the  Bureau  of  Internal  Revenue 

19  under  the  direction  of  the  Secretary  and  shall  be  paid  into 

20  the  Treasury  of  the  United  States  as  internal  revenue  collec- 

21  tions. 

22  “  (b)  Addition  to  Tax  in  Case  of  Delinquency.— 

23  If  the  tax  is  not  paid  when  due,  there  shall  be  added,  as  part 

24  of  the  tax,  interest  at  the  rate  of  6  per  centum  per  annum 

25  from  the  date  the  tax  became  due  until  paid. 
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“(c)  Method  of  Collection  and  Payment. — Such 
tax  shall  be  collected  and  paid  in  such  manner,  at  such  times, 
and  under  such  conditions,  not  inconsistent  with  this  sub¬ 
chapter,  as  may  be  prescribed  by  the  Commissioner  with 
the  approval  of  the  Secretary. 

“(d)  Fractional  Parts  of  a  Cent. — In  the  pay¬ 
ment  of  any  tax  under  this  subchapter  a  fractional  part  ol 
a  cent  shall  be  disregarded  unless  it  amounts  to  one-half  cent 
or  more,  in  which  case  it  shall  be  increased  to  one  cent. 
“SEC.  1644.  OVERPAYMENTS  AND  UNDERPAYMENTS. 

“If  more  or  less  than  the  correct  amount  of  tax  imposed 
by  section  1640  is  paid  with  respect  to  any  taxable  year,  the 
amount  of  the  overpayment  shall  be  refunded,  and  the 
amount  of  the  underpayment  shall  be  collected,  in  such  man¬ 
ner  and  at  such  times  (subject  to  the  applicable  statute  of 
limitations  provided  in  section  3312  or  3313)  as  may  be 
prescribed  by  regulations  made  under  this  subchapter. 

“SEC.  1645.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  make  and  publish  such  rules  and  regulations  as  may  be 
necessary  for  the  enforcement  of  this  subchapter. 

“SEC.  1646.  OTHER  LAWS  APPLICABLE. 

“All  provisions  of  law  (including  penalties  and  statutes 
of  limitations)  applicable  with  respect  to  the  tax  imposed 
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by  section  2700  shall,  insofar  as  applicable  and  not  incon¬ 
sistent  with  the  provisions  of  this  subchapter,  be  applicable 
with  respect  to  the  tax  imposed  by  this  subchapter. 

“SEC.  1647.  TITLE  OF  SUBCHAPTER. 

“This  subchapter  may  be  cited  as  the  ‘Self-Employment 
Contributions  Act’.” 

(b)  Subchapter  E  of  chapter  9  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  sections: 

“SEC.  1633.  EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO. 

“If  the  Governor  of  Puerto  Rico  certifies  to  the  Presi¬ 
dent  of  the  United  States  that  the  legislature  of  Puerto  Rico 
has,  by  concurrent  resolution,  resolved  that  it  desires  the 
extension  to  Puerto  Rico  of  the  provisions  of  title  II  of  the 
Social  Security  Act,  the  effective  date  referred  to  in  sec¬ 
tions  1426  (e),  1641  (a)  (7),  and  1641  (b)  shall  be 

January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification. 

“SEC.  1634.  COLLECTION  OF  TAXES  IN  VIRGIN  ISLANDS 
AND  PUERTO  RICO. 

/ 

“Notwithstanding  any  other  provision  of  law  respecting 
taxation  in  the  Virgin  Islands  or  Puerto  Rico,  all  taxes 
imposed  by  subchapters  A  and  E  of  this  chapter  shall  be 
collected  by  the  Bureau  of  Internal  Revenue  under  the 
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direction  of  the  Secretary  and  shall  be  paid  into  the  Treasury 
of  the  United  States  as  internal  revenue  collections.” 

(c)  Section  3801  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection : 

“(g)  Taxes  Imposed  by  Chapter  9 —The  provisions 
of  this  section  shall  not  be  construed  to  apply  to  any  tax 
imposed  by  chapter  9.” 

MISCELLANEOUS  AMENDMENTS 
Sec.  208.  (a)  (1)  Section  1607  (b)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(b)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu¬ 
neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  not  include — 

“(1)  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$3,000  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  an}7  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a 
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trade  or  business  of  a  predecessor,  and  immediately 
after  the  acquisition  employs  in  his  trade  or  business 
an  individual  who  immediately  prior  to  the  acquisition 
was  employed  in  the  trade  or  business  of  such  prede¬ 
cessor,  then,  for  the  purpose  of  determining  whether 
such  employer  has  paid  remuneration  (other  than 
remuneration  referred  to  in  the  succeeding  paragraphs 
of  this  subsection)  with  respect  to  employment  equal 
to  $3,000  to  such  individual  during  such  calendar  year, 
any  remuneration  with  respect  to  employment  paid  (or 
considered  under  this  paragraph  as  having  been  paid) 
to  such  individual  by  such  predecessor  during  such  cal¬ 
endar  year  and  prior  to  such  acquisition  shall  be  con¬ 
sidered  as  having  been  paid  by  such  employer; 

“(2)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his  em¬ 
ployees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide  for 
any  such  payment),  on  account  of  (A)  retirement,  or 
(B)  sickness  or  accident  disability,  or  (C)  medical  or 
hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  or  (D)  death; 
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“(3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“  (4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer ; 

“(5)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  (A)  from  or  to  a  trust  exempt  from  tax  under 
section  165  (a)  at  the  time  of  such  payment  unless  such 
payment  is  made  to  an  employee  of  the  trust  as  re¬ 
muneration  for  services  rendered  as  such  employee  and 
not  as  a  beneficiary  of  the  trust,  or  (B)  under  or  to  an 
annuity  plan  which,  at  the  time  of  such  payment,  meets 
the  requirements  of  section  165  (a)  (3),  (4),  (5), 
and  (6) ; 

“(6)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (A) 
of  the  tax  imposed  upon  an  employee  under  section  1400, 
or  (B)  of  any  payment  required  from  an  employee  under 
a  State  unemployment  compensation  law; 
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“  (7)  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of  the 
employer’s  trade  or  business;  or 

“(8)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which  he 
attains  the  age  of  sixty-five,  if  he  did  not  work  for  the 
employer  in  the  period  for  which  such  payment  is  made. 
Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  subchapter,  be  considered  as  remuneration  paid  to 
him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
so  much  of  the  amount  thereof  received  during  any  calendar 
quarter  as  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  such  quarter,  reports  in  writing  to  his 
employer  as  having  been  received  by  him  in  such  quarter 
shall  be  considered  as  remuneration  paid  by  his  employer, 
and  the  amount  so  reported  shall  be  considered  as  having 
been  paid  to  him  by  his  employer  on  the  date  on  which 
such  report  is  made  to  the  employer.” 

(2)  The  amendment  made  by  paragraph  (1)  shall  be 
applicable  only  with  respect  to  remuneration  paid  after  1949. 
In  the  case  of  remuneration  paid  prior  to  1950,  the  deter¬ 
mination  under  section  1607  (b)  (1)  of  the  Internal 
Revenue  Code  (prior  to  its  amendment  by  this  Act)  of 
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whether  or  not  such  remuneration  constituted  wages  shall  be 
made  as  if  paragraph  (1)  of  this  subsection  had  not  been 
enacted  and  without  inferences  drawn  from  the  fact  that 
the  amendment  made  by  paragraph  ( 1 )  is  not  made  appli¬ 
cable  to  periods  prior  to  1950. 

(b)  (1)  Section  1607  (c)  (3)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“(3)  Service  not  in  the  course  of  the  employer's 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  he 
regularly  employed  b\T  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter;”. 

(2)  Section  1607  (c)  (10)  (A)  (i)  of  the  Internal 
Ee venue  Code  is  amended  by  striking  out  “does  not  exceed 
$45”  and  inserting  in  lieu  thereof  “is  less  than  $100”. 
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(3)  Section  1607  (c)  (10)  (E)  of  the  Internal 

Revenue  Code  is  amended  by  striking  out  “in  any  calendar 
quarter”  and  bv  striking  out  “,  and  the  remuneration  for 
such  service  does  not  exceed  $45  (exclusive  of  room,  board, 
and  tuition) 

(4)  The  amendments  made  by  paragraphs  (1),  (2), 
and  (3)  shall  be  applicable  only  with  respect  to  services 
performed  after  1949. 

(c)  (1)  Section  1621  (a)  (4)  of  the  Internal  Reve¬ 
nue  Code  is  amended  to  read  as  follows : 

“  (4)  for  service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter;”. 
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(2)  Section  1621  (a)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  paragraph  (9)  thereof  and 
inserting  in  lieu  thereof  the  following: 

“(9)  for  services  performed  by  a  duly  ordained, 
commissioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order;  or 
“  (10)  (A)  for  services  performed  by  an  indi¬ 
vidual  under  the  age  of  eighteen  in  the  delivery  or  dis¬ 
tribution  of  newspapers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for  subsequent 
delivery  or  distribution ;  or 

“(B)  for  services  performed  by  an  individual  in, 
and  at  the  time  of,  the  sale  of  newspapers  or  magazines 
to  ultimate  consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are  to  be  sold  by 
him  at  a  fixed  price,  his  compensation  being  based  on 
the  retention  of  the  excess  of  such  price  over  the 
amount  at  which  the  newspapers  or  magazines  are 
charged  to  him,  whether  or  not  he  is  guaranteed  a 
minimum  amount  of  compensation  for  such  service,  or 
is  entitled  to  be  credited  with  the  unsold  newspapers 
or  magazines  turned  back. 

Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  employment  from  persons 
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other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  subchapter,  he  considered  as  remuneration  paid  to 
him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
so  much  of  the  amount  thereof  received  during  any  calendar 
quarter  as  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  such  quarter,  reports  in  writing  to  his 
employer  as  having  been  received  by  him  in  such  quarter 
shall  be  considered  as  remuneration  paid  by  his  employer, 
and  the  amount  so  reported  shall  be  considered  as  having 
been  paid  to  him  by  his  employer  on  the  date  on  which 
such  report  is  made  to  the  employer.” 

(3)  The  amendments  made  by  paragraphs  (1)  and 
(2)  shall  be  applicable  only  with  respect  to  remuneration 
paid  after  1949. 

(d)  Effective  January  1,  1950,  section  1403  (b)  of 
the  Internal  Revenue  Code  is  amended  by  striking  out  “of 
not  more  than  $5.”  and  inserting  in  lieu  thereof  the  follow¬ 
ing:  “of  $5.  Such  penalty  shall  be  assessed  and  collected 
in  the  same  manner  as  the  tax  imposed  by  section  1410.” 
TITLE  III— AMENDMENTS  TO  PUBLIC  ASSIST¬ 
ANCE  AND  CHILD  WELFARE  PROVISIONS 
OF  THE  SOCIAL  SECURITY  ACT 
Part  1— Old-Age  Assistance 

REQUIREMENTS  OF  STATE  OLD-AGE  ASSISTANCE  PLANS 

Sec.  301.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  2  of  the  Social  Security  Act  are  amended  to  read: 
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“  (4)  provide  for  granting  an  opportunity  for  a  fair  hearing- 
before  the  State  agency  to  any  individual  whose  claim  for 
old-age  assistance  is  denied  or  is  not  acted  upon  within  a 
reasonable  time;  (5)  provide  such  methods  of  administra¬ 
tion  as  are  found  by  the  Administrator  to  be  necessary  for 
the  proper  and  efficient  operation  of  the  plan,  including 

(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis,  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  compensation  of  any  in¬ 
dividual  employed  in  accordance  with  such  methods,  and 

(B)  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan;”. 

(b)  Such  subsection  is  further  amended  by  striking  out 

“and”  before  clause  (8)  thereof,  and  by  striking  out  the 

* 

period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses : 
“(9)  provide  that  all  individuals  wishing  to  make  applica¬ 
tion  for  old-age  assistance  shall  have  opportunity  to  do  so, 
and  that  old-age  assistance  shall  be  furnished  promptly  to  all 
eligible  individuals;  and  (10)  effective  July  1,  1953,  pro¬ 
vide,  if  the  plan  includes  payments  to  individuals  in  private 
or  public  institutions,  for  the  establishment  or  designation  of 
a  State  authority  or  authorities  which  shall  be  responsible 
for  establishing  and  maintaining  standards  for  such 
institutions.” 
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(c)  The  amendments  made  by  subsections  (a)  and 
(b)  shall  take  effect  July  1,  1951. 

COMPUTATION  OF  FEDERAL  PORTION  OF  OLD-AGE 

ASSISTANCE 

Beg.  302.  (a)  Section  3  (a)  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“Sec.  3.  (a)  From  the  sums  appropriated  therefor,  the 
Secretary  of  the  Treasury  shall  pay  to  each  State  which  has 
an  approved  plan  for  old-age  assistance,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1949, 
(1)  in  the  case  of  any  State  other  than  Puerto  Prico  and 
the  Virgin  Islands,  an  amount,  which  shall  be  used  ex¬ 
clusively  as  old-age  assistance,  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during 
such  quarter  as  old-age  assistance  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $50— 

“  (A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $25  multiplied  by  the  total 
number  of  such  individuals  who  received  old-age  assist¬ 
ance  for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A) ,  not  counting  so  much  of  the  expenditures  with 
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respect  to  any  month  as  exceeds  the  product  of  $35 
multiplied  by  the  total  number  of  such  individuals  who 
received  old-age  assistance  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained  under 
clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Pico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  old-age  assist¬ 
ance,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  old-age  assistance  under  the  State 
plan,  not  counting  so  much  of  such  expenditure  with  respect 
to  any  individual  for  any  month  as  exceeds  $30,  and  (3)  in 
the  case  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  during  such  quarter  as  found  necessary 
by  the  Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the  State  plan  or  for  old- 
age  assistance,  or  both,  and  for  no  other  purpose.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  OLD-AGE  ASSISTANCE 

Sec.  303.  (a)  Section  6  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

“definition 

“Sec.  6.  For  purposes  of  this  title,  the  term  ‘old-age 
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assistance’  means  money  payments  to  or  medical  care  in 
behalf  of  needy  individuals  who  are  sixty-five  years  of  age  or 
older,  but  does  not  include  money  payments  to  or  medical 
care  in  behalf  of  any  individual  who  is  an  inmate  of  a  public 
institution  (except  as  a  patient  in  a  medical  institution)  and, 
effective  July  1,  1951,  does  not  include  money  payments  to 
or  medical  care  in  behalf  or  any  individual  (a)  who  is  a 
patient  in  an  institution  for  tuberculosis  or  mental  diseases, 
or  (b)  who  has  been  diagnosed  as  having  tuberculosis  or 
phychosis  and  is  a  patient  in  a  medical  institution  as  a  result 
thereof.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  October  1,  1949. 

Part  2 — Aid  to  Dependent  Children 

REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  DEPENDENT 

CHILDREN 

Sec.  321.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  402  of  the  Social  Security  Act  are  amended  to 
read  as  follows:  “(4)  provide  for  granting  an  opportunity 
for  a  fair  hearing  before  the  State  agency  to  any  individual 
whose  claim  for  aid  to  dependent  children  is  denied  or  is 
not  acted  upon  within  a  reasonable  time;  (5)  provide  such 
methods  of  administration  as  are  found  by  the  Administra¬ 
tor  to  be  necessary  for  the  proper  and  efficient  operation 


1 


of  the  plan,  including  (A)  methods  relating  to  the  estab- 

2  lishment  and  maintenance  of  personnel  standards  on  a  merit 

3  basis,  except  that  the  Administrator  shall  exercise  no  autlior- 

4  it}7  with  respect  to  the  selection,  tenure  of  office,  and  com- 

5  pensation  of  any  individual  employed  in  accordance  with 

6  such  methods,  and  (B)  a  training  program  for  the  person- 
1  ncl  necessary  to  the  administration  of  the  plan;”. 

3  (b)  Such  subsection  is  further  amended  by  striking 

9  out  “and”  before  clause  (8)  thereof,  and  by  striking  out 
40  the  period  at  the  end  of  such  subsection  and  inserting  in 
44  Hen  thereof  a  semicolon  and  the  following  new  clauses: 

42  “(9)  provide  that  all  individuals  wishing  to  make  appli- 

43  cation  for  aid  to  dependent  children  shall  have  opportunity 

14  to  do  so,  and  that  aid  to  dependent  children  shall  be 

15  furnished  promptly  to  all  eligible  individuals;  (10)  pro¬ 
lb  vide  for  prompt  notice  to  appropriate  law-enforcement 
11  officials  of  the  furnishing  of  aid  to  dependent  children  in 

18  respect  of  a  child  who  has  been  deserted  or  abandoned  by  a 

19  parent;  and  (11)  provide  that  no  aid  will  be  furnished  any 

20  individual  under  the  plan  with  respect  to  any  period  with 
21.  respect  to  which  he  is  receiving  old-age  assistance  under 
22  the  State  plan  approved  under  section  2  of  this  Act.” 

(c)  The  amendments  made  by  subsections  (a)  and 
(b)  shall  take  effect  July  1,  1951. 
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COMPUTATION  OF  FEDERAL  PORTION  OF  AID  TO 
DEPENDENT  CHILDREN 

Sec.  322..  (a)  Section  403  (a)  of  the  Social  Security 
Act  is  amended  to  read  as  follows: 

‘‘Sec.  403.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  dependent  children,  for 
each  quarter,  beginning  with  the  quarter  commencing  October 
1,  1949,  (1)  in  the  case  of  any  State  other  than  Puerto 
Pico  and  the  Virgin  Islands,  an  amount,  which  shall  be 
used  exclusively  as  aid  to  dependent  children,  equal  to  the 
sum  of  the  following  proportions  of  the  total  amounts  ex¬ 
pended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plan,  not  counting  so  much  of  such  expendi¬ 
ture  with  respect  to  any  dependent  child  for  any  month 
as  exceeds  $27,  or  if  there  is  more  than  one  dependent  child 
in  the  same  home,  as  exceeds  $27  with  respect  to  one  such 
dependent  child  and  $18  with  respect  to  each  of  the  other 
dependent  children,  and  not  counting  so  much  of  such 
expenditure  for  any  month  with  respect  to  a  relative  with 
whom  any  dependent  child  is  living  as  exceeds  $27 — 

“(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $15  multiplied  by  the  total 
number  of  dependent  children  and  other  individuals 
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with  respect  to  whom  aid  to  dependent  children  is  paid 
for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $21 
multiplied  by  the  total  number  of  dependent  children 
and  other  individuals  with  respect  to  whom  aid  to 
dependent  children  is  paid  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such 
expenditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (il)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Pico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  de¬ 
pendent  children,  equal  to  one-half  of  the  total  of  the  sums 
expended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plan,  not  counting  so  much  of  such  expendi¬ 
ture  with  respect  to  any  dependent  child  for  any  month  as 
exceeds  $18,  or  if  there  is  more  than  one  dependent  child 
in  the  same  home,  as  exceeds  $18  with  respect  to  one  such 
dependent  child  and  $12  with  respect  to  each  of  the  other 
dependent  children,  and  (3)  in  the  case  of  any  State,  an 
amount  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  found  necessary  by  the  Administrator 
II.  R.  6000 - 12 
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for  the  proper  and  efficient  administration  of  the  State  plan, 
which  amount  shall  be  used  for  paying  the  costs  of  admin¬ 
istering  the  State  plan  or  for  aid  to  dependent  children,  or 
both,  and  for  no  other  purpose; ” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  AID  TO  DEPENDENT  CHILDREN 

Sec.  323.  (a)  Section  406  of  the  Social  Security  Act 
is  amended  by  striking  out  subsection  (b)  and  inserting  in 
lieu  thereof  the  following: 

“(h)  The  term  ‘aid  to  dependent  children’  means  money 
payments  with  respect  to  or  medical  care  in  behalf  of  a 
dependent  child  or  dependent  children,  and  (except  when 
used  in  clause  (2)  of  section  403  (a)  )  includes  money 
payments  or  medical  care  for  any  month  to  meet  the  needs 
of  the  relative  with  whom  any  dependent  child  is  living 
if  money  payments  have  been  made  under  the  State  plan 
with  respect  to  such  child  for  such  month; 

“(c)  The  term  ‘relative  with  whom  any  dependent 
child  is  living’  means  the  individual  who  is  one  of  the 
relatives  specified  in  subsection  (a)  and  with  whom  such 
child  is  living  (within  the  meaning  of  such  subsection)  in 
a  place  of  residence  maintained  by  such  individual  (himself 
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or  together  with  any  one  or  more  of  the  other  relatives  so 
specified)  as  his  (or  their)  own  home.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  October  1,  1949. 

Part  3 — Child-Welfare  Services 
Sec.  331.  (a)  Section  521  (a)  of  the  Social  Security 
Act  is  amended  by  striking  out  “$3,500,000”  and  inserting 
in  lieu  thereof  “$7,000,000”,  by  striking  out  “$20,000”  and 
inserting  in  lieu  thereof  “$40,000”,  and  by  striking  out  tlie 
third  sentence  thereof  and  inserting  in  lieu  of  such  sentence 
the  following:  “The  amount  so  allotted  shall  be  expended  for 
payment  of  part  of  the  cost  of  district,  county,  or  other  local 
child-welfare  services  in  areas  predominantly  rural,  for 
developing  State  services  for  the  encouragement  and  assist¬ 
ance  of  adequate  methods  of  community  child-welfare  or¬ 
ganization  in  areas  predominantly  rural  and  other  areas  of 
special  need,  and  for  paying  the  cost  of  returning  any 
runaway  child  who  has  not  attained  the  age  of  sixteen  to 
his  own  community  in  another  State  in  cases  in  which  such 
return  is  in  the  interest  of  the  child  and  the  cost  thereof 
cannot  otherwise  be  met.” 

(b)  The  amendments  made  by  subsection  (a)  shall  be 
effective  with  respect  to  fiscal  years  beginning  after  June 
30,  1950. 
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Part  4— Aid  to  the  Blind 

REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  THE  BLIND 
Sec.  341.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  1002  of  the  Social  Security  Act  are  amended 
to  read  as  follows:  “(4)  provide  for  granting  an  oppor- 
tunity  for  a  fair  bearing  before  the  State  agency  to  any  in¬ 
dividual  whose  claim  for  aid  to  the  blind  is  denied  or  is  not 
acted  upon  within  a  reasonable  time;.  (5)  provide  such 
methods  of  administration  as  are  found  bv  the  Administrator 
to  be  necessary  for  the  proper  and  efficient  operation  of  the 
plan,  including  (A)  methods  relating  to  the  establishment 
and  maintenance  of  personnel  standards  on  a  merit  basis, 
except  that  the  Administrator  shall  exercise  no  authority 
with  respect  to  the  selection,  tenure  of  office,  and  compensa¬ 
tion  of  any  individual  employed  in  accordance  with  such 
methods,  and  (B)  a  training  program  for  the  personnel 
necessary  to  the  administration  of  the  plan 

(b)  Clause  (7)  of  such  subsection  is  amended  to  read 
as  follows:  ‘‘(7)  provide  that  no  aid  will  be  furnished  any 
individual  under  the  plan  with  respect  to  any  period  with 
respect  to  which  he  is  receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of  this  Act  or  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Act;”. 

(o);  m  Effective  for  the  period  beginning  October  1, 
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1949,  and  ending  June  30,  1951,  clause  (8)  of  such 
subsection  is  amended  to  read  as  follows:  “  (8)  provide  that 
the  State  agency  shall,  in  determining  need,  take  into  con¬ 
sideration  any  other  income  and  resources  of  an  individual 

•j 

claiming  aid  to  the  blind;  except  that  the  State  agency  may 
(in  making  such  determination)  disregard  such  amount  of 
earned  income,  not  to  exceed  $50  per  month,  as  the  State 
agency,  administering  that  part  of  the  State  plan  of  voca¬ 
tional  rehabilitation  (approved  under  the  Vocational  Reha¬ 
bilitation  Act  (29  II.  S.  C.,  ch.  4)  )  which  relates  to 
vocational  rehabilitation  of  the  blind,  certifies  will  serve  to 
encourage  or  assist  the  blind  to  prepare  for,  engage  in, 
or  continue  to  engage  in  remunerative  employment  to  the 
maximum  extent  practicable 

(2)  Effective  July  1,  1951,  such  clause  (8)  is  amended 
to  read  as  follows:  “  (8)  provide  that  the  State  agency  shall, 
in  determining  need,  take  into  consideration  the  special 
expenses  arising  from  blindness,  and  any  other  income  and 
resources  of  the  individual  claiming  aid  to  the  blind  :  except 
that,  in  determining  need,  the  State  agency  (A)  shall  not 
consider  any  income  or  resources  which  arc  not  predictable 
or  are  not  actually  available  to  the  individual,  and  (B)  may 
disregard  such  amount  of  earned  income,  not  to  exceed  $50 
per  month,  as  the  State  agency,  administering  that  part  of 
the  State  plan  of  vocational  rehabilitation  (approved  under 
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the  Vocational  Rehabilitation  Act  (29  U.  S.  C.,  ch.  4)  ) 
which  relates  to  vocational  rehabilitation  of  the  blind, 
certifies  will  serve  to  encourage  or  assist  the  blind  to  prepare 
for,  engage  in,  or  to  continue  to  engage  in  remunerative 
employment  to  the  maximum  extent  practicable 

(d)  Such  subsection  is  further  amended  by  striking  out 
“and”  before  clause  (9)  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses:  “(10) 
provide  that,  in  determining  whether  an  individual  is  blind, 
there  shall  be  an  examination  by  a  physician  skilled  in 
diseases  of  the  e}Te  or  by  an  optometrist;  (11)  effective 
July  1,  1951,  provide  that  all  individuals  wishing  to  make 
application  for  aid  to  the  blind  shall  have  opportunity  to 
do  so,  and  that  aid  to  the  blind  shall  be  furnished  promptly 
to  all  eligible  individuals;  and  (12)  effective  July  1,  1953, 
provide,  if  the  plan  includes  payments  to  individuals  in 
private  or  public  institutions,  for  the  establishment  or  desig¬ 
nation  of  a  State  authority  or  authorities  which  shall  be 
responsible  for  establishing  and  maintaining  standards  for 
such  institutions.” 

(e)  The  amendments  made  by  subsection  (d)  shall 
take  effect  October  1,  1949;  and  the  amendments  made 
by  subsections  (a)  and  (b)  shall  take  effect  July  1,  1951. 
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RESIDENCE  REQUIREMENT 

Sec.  342.  Subparagraph.  (1)  of  section  1002  (b)  of 
the  Social  Security  Act  is  amended  to  read  as  follows: 

“  ( 1 )  Any  residence  requirement  which  excludes 
any  resident  of  the  State  who  has  resided  therein  con¬ 
tinuously  for  one  year  immediately  preceding  the  appli¬ 
cation  for  aid,  except  that  the  State  may  impose, 
effective  until  July  1,  1951,  any  residence  requirement 
which  is  not  in  excess  of  the  requirement  of  residence 
contained  on  July  1,  1949,  in  its  State  plan  approved 
under  this  title  on  or  prior  to  such  date;  or”. 
COMPUTATION  OP  FEDERAL  PORTION  OF  AID  TO  THE  BLIND 

Sec.  343.  (a)  Section  1003  (a)  of  the  Social  Security 
Act  is  amended  to  read  as  follows : 

“Sec.  1003.  (a)  From  the  sums  appropriated  therefor, 
the  Secretaiy  of  the  Treasury  shall  pay  to  each  State  which 
1  Las  an  approved  plan  for  aid  to  the  blind,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1949, 
(1)  in  the  case  of  any  State  other  than  Puerto  Paco  and 
the  Virgin  Islands,  an  amount,  which  shall  be  used  ex¬ 
clusively  as  aid  to  the  blind,  equal  to  the  sum  of  the  fol¬ 
lowing  proportions  of  the  total  amounts  expended  during 
such  quarter  as  aid  to  the  blind  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $50 — 
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"(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $25  multiplied  by  the  total 
number  of  such  individuals  who  received  aid  to  the 
blind  for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $35 
multiplied  by  the  total  number  of  such  individuals  who 
received  aid  to  the  blind  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Rico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
blind,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  aid  to  the  blind  under  the  State  plan, 
not  counting  so  much  of  such  expenditure  with  respect  to 
any  individual  for  any  month  as  exceeds  $30,  and  (3)  in 
the  case  of  any  State,  an  amount  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  found 
necessary  by  the  Administrator  for  the  proper  and  efficient 
administration  of  the  State  plan,  which  amount  shall  be 
used  for  paying  the  costs  of  administering  the  State  plan 
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or  for  aid  to  the  blind,  or  both,  and  for  no  other  purpose.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  AID  TO  THE  BLIND 

Sec.  344.  (a)  Section  1006  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“definition 

“Sec.  1006.  For  purposes  of  this  title,  the  term  ‘aid 
to  the  blind’  means  money  payments  to  or  medical  care  in 
behalf  of  blind  individuals  who  are  needy,  but  does  not  include 
money  payments  to  or  medical  care  in  behalf  of  any  individual 
who  is  an  inmate  of  a  public  institution  (except  as  a  patient 
in  a  medical  institution)  and,  effective  July  1,  1951,  does  not 
include  money  payments  to  or  medical  care  in  behalf  of  any 
individual  (a)  who  is  a  patient  in  an  institution  for  tubercu¬ 
losis  or  mental  diseases,  or  (b)  who  has  been  diagnosed  as 
having  tuberculosis  or  psychosis  and  is  a  patient  in  a  medical 
institution  as  a  result  thereof.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

APPROVAL  OF  CERTAIN  STATE  PLANS 
Sec.  345.  (a)  In  the  case  of  any  State  (as  defined  in 
the  Social  Security  Act,  but  excluding  Puerto  Pico  and  the 
Virgin  Islands)  which  did  not  have  on  January  1,  1949, 
a  State  plan  for  aid  to  the  blind  approved  under  title  X 
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of  the  Social  Security  Act,  the  Administrator  shall  approve 
a  plan  of  such  State  for  aid  to  the  blind  for  purposes  of  such 
title  X,  even  though  it  does  not  meet  the  requirements  of 
clause  (8)  of  section  1002  (a)  of  the  Social  Security  Act, 
if  it  meets  all  other  requirements  of  such  title  X  for  an  ap¬ 
proved  plan  for  aid  to  the  blind;  but  payments  under  section 
1003  of  the  Social  Security  Act  shall  be  made,  in  the  case 
of  any  such  plan,  only  with  respect  to  expenditures  there¬ 
under  which  would  be  included  as  expenditures  for  purposes 
of  such  section  under  a  plan  approved  under  such  title  X 
without  regard  to  the  provisions  of  this  section. 

(b)  The  provisions  of  subsection  (a)  shall  be  effective 
only  for  the  period  beginning  October  1,  1949,  and  ending 
June  30,  1953. 

Part  5 — Aid  to  the  Permanently  and  Totally 

Disabled 

Sec.  351.  The  Social  Security  Act  is  further  amended 

«/ 

by  adding  after  title  XIII  thereof  the  following  new  title: 
“TITLE  XIV— GRANTS  TO  STATES  FOR  AID  TO 
THE  PERMANENTLY  AND  TOTALLY  DIS¬ 
ABLED 

“appropriation 

“Sec.  1401.  For  the  purpose  of  enabling  each  State  to 
furnish  financial  assistance,  as  far  as  practicable  under  the 
conditions  in  such  State,  to  needy  individuals  who  are  per- 
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manently  and  totally  disabled,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  30,  1950, 
the  sum  of  $50,000,000,  and  there  is  hereby  authorized  to 
be  appropriated  for  each  fiscal  year  thereafter  a  sum  suffi¬ 
cient  to  carry  out  the  purposes  of  this  title.  The  sums  made 
available  under  this  section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted,  and  had  approved 
by  the  Administrator,  State  plans  for  aid  to  the  permanently 
and  totally  disabled. 

“state  plans  for  aid  to  the  permanently  and 

TOTALLY  DISABLED 

“Sec.  1402.  (a)  A  State  plan  for  aid  to  the  per¬ 
manently  and  totally  disabled  must  ( 1 )  provide  that  it  shall 
be  in  effect  in  all  political  subdivisions  of  the  State,  and,  if 
administered  by  them,  be  mandatory  upon  them;  (2)  pro¬ 
vide  for  financial  participation  by  the  State;  (3)  either 
provide  for  the  establishment  or  designation  of  a  single  State 
agency  to  administer  the  plan,  or  provide  for  the  establish¬ 
ment  or  designation  of  a  single  State  agency  to  supervise 
the  administration  of  the  plan;  (4)  provide  for  granting  an 
opportunity  for  a  fair  hearing  before  the  State  agency  to  any 
individual  whose  claim  for  aid  to  the  permanently  and 
totally  disabled  is  denied  or  is  not  acted  upon  within  a 
reasonable  time;  (5)  provide  such  methods  of  adminis¬ 
tration  as  are  found  by  the  Administrator  to  be  necessary 
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for  the  proper  and  efficient  operation  of  the  plan,  including 

(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis,  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to  the 
selection,  tenure  of  office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with  such  methods,  and 

(B)  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan;  (6)  provide  that  the  State  agency 
will  make  such  reports,  in  such  form  and  containing  such 
information,  as  the  Administrator  may  from  time  to  time 
require,  and  comply  with  such  provisions  as  the  Admin¬ 
istrator  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports;  (7) 
provide  that  no  aid  will  be  furnished  any  individual  under 
the  plan  with  respect  to  any  period  with  respect  to 
wdiich  he  is  receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of  this  Act,  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Act,  or  aid  to  the  blind  under  the  State 
plan  approved  under  section  1002  of  this  Act;  (8)  provide 
that  the  State  agency  shall,  in  determining  need,  take  into 
consideration  any  other  income  and  resources  of  an  individual 
claiming  aid  to  the  permanently  and  totally  disabled;  (9) 
provide  safeguards  which  restrict  the  use  or  disclosure  of 
information  concerning  applicants  and  recipients  to  purposes 
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directly  connected  with  the  administration  of  aid  to  the 
permanently  and  totally  disabled;  (10)  provide  that  all 
individua  Is  wishing  to  make  application  for  aid  to  the  per¬ 
manently  and  totally  disabled  shall  have  opportunity  to  do  so, 
and  that  aid  to  the  permanently  and  totally  disabled  shall 
he  furnished  promptly  to  all  eligible  individuals;  and  (11) 
effective  July  1,  1953,  provide,  if  the  plan  includes  payments 
to  individuals  in  private  or  public  institutions,  for  the  estab¬ 
lishment  or  designation  of  a  State  authority  or  authorities 
which  shall  be  responsible  for  establishing  and  maintaining 
standards  for  such  institutions. 

“(b)  The  Administrator  shall  approve  any  plan  which 
fulfills  the  conditions'  specified  in  subsection  (a) ,  except 
that  lie  shall  not  approve  any  plan  which  imposes,  as  a 
condition  of  eligibility  for  aid  to  the  permanently  and  totally 
disabled  under  the  plan — 

“  ( 1 )  Any  residence  requirement  which  excludes 
an}'  resident  of  the  State  who  has  resided  therein  con¬ 
tinuously  for  one  year  immediately  preceding  the  appli¬ 
cation  for  aid,  except  that  the  State  may  impose, 
effective  until  July  1,  1951,  any  residence  requirement 
which  is  not  in  excess  of  the 'requirement  of  residence 
contained  on  July  1,  1949,  in  its  State  plan  for  aid  to 
the  blind  approved  under  title  X  on  or  prior  to  such  date ; 
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“(2)  Any  citizenship  requirement  which  excludes 
any  citizen  of  the  United  States. 

“payment  to  states 

“Sec.  1403.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the  permanently  and  totally 
disabled,  for  each  quarter,  beginning  with  the  quarter  com¬ 
mencing  October  1,  1949,  (1)  in  the  case  of  any  State  other 
than  Puerto  llico  and  the  Virgin  Islands,  an  amount,  which 
shall  be  used  exclusively  as  aid  to  the  permanently  and 
totally  disabled,  equal  to  the  sum  of  the  following  propor¬ 
tions  of  the  total  amounts  expended  during  such  quarter 
as  aid  to  the  permanently  and  totally  disabled  under  the 
State  plan,  not  counting  so  much  of  such  expenditure  with 
respect  to  any  individual  for  any  month  as  exceeds  $50 — 
“(A)  four-fifths  of  such  expenditures,  not  count¬ 
ing  so  much  of  the  expenditures  with  respect  to  any 
month  as  exceeds  the  product  of  $25  multiplied  by  the 
total  number  of  such  individuals  who  received  aid  to 
the  permanently  and  totally  disabled  for  such  month, 
plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $35 
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multiplied  by  the  total  number  of  such  individuals  who 
received  aid  to  the  permanently  and  totally  disabled 
for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B) ; 

and  (2)  in  the  case  of  Puerto  Bico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
permanently  and  totally  disabled,  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  aid  to  the 
permanently  and  totally  disabled  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  an}7  month  as  exceeds  $30,  and  (3)  in  the 
case  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  during  such  quarter  as  found  necessary 
by  the  Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the  State  plan  or  for  aid 
to  the  permanently  and  totally  disabled,  or  both,  and  for  no 
other  purpose. 

“(b)  The  method  of  computing  and  paying  such 
amounts  shall  be  as  follows : 

“  ( 1 )  The  Administrator  shall,  prior  to  the  begin¬ 
ning  of  each  quarter,  estimate  the  amount  to  be  paid 
to  the  State  for  such  quarter  under  the  provisions  of 
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subsection  (a),  such  estimate  to  be  based  on  (A)  a 
report  filed  by  the  State  containing  its  estimate  of  the 
total  sum  to  be  expended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection,  and  stating  the 
amount  appropriated  or  made  available  by  the  State  and 
its  political  subdivisions  for  such  expenditures  in  such 
quarter,  and  if  such  amount  is  less  than  the  State’s 
proportionate  share  of  the  total  sum  of  such  estimated 
expenditures,  the  source  or  sources  from  which  the 
difference  is  expected  to  be  derived,  (B)  records  show¬ 
ing  the  number  of  permanently  and  totally  disabled  indi¬ 
viduals  in  the  State,  and  (C)  such  other  investigation  as 
the  Administrator  may  find  necessary. 

“(2)  The  Administrator  shall  then  certify  to  the 
Secretary  of  the  Treasury  the  amount  so  estimated  by 
the  Administrator,  (A)  reduced  or  increased,  as  the 
case  may  be,  by  any  sum  by  which  he  finds  that  his 
estimate  for  any  prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been  paid  to  the  State 
under  subsection  (a)  for  such  quarter,  and  (B)  reduced 
by  a  sum  equivalent  to  the  pro  rata  share  to  which  the 
United  States  is  equitably  entitled,  as  determined  by  the 
Administrator,  of  the  net  amount  recovered  during  a 
prior  quarter  by  the  State  or  any  political  subdivision 
thereof  with  respect  to  aid  to  the  permanently  and 
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totally  disabled  furnished  under  the  State  plan;  except 
that  such  increases  or  reductions  shall  not  be  made  to 
the  extent  that  such  sums  have  been  applied  to  make  the 
amount  certified  for  any  prior  quarter  greater  or  less  than 
the  amount  estimated  by  the  Administrator  for  such  prior 
quarter:  Provided,  That  any  part  of  the  amount  re¬ 
covered  from  the  estate  of  a  deceased  recipient  which  is 
not  in  excess  of  the  amount  expended  by  the  State  or 
any  political  subdivision  thereof  for  the  funeral  expenses 
of  the  deceased  shall  not  be  considered  as  a  basis  for 
reduction  under  clause  (B)  of  this  paragraph. 

“(3)  The  Secretary  of  the  Treasury  shall  there¬ 
upon,  through  the  Fiscal  Service  of  the  Treasury  De¬ 
partment,  and  prior  to  audit  or  settlement  by  the  Gen¬ 
eral  Accounting  Office,  pay  to  the  State,  at  the  time  or 
times  fixed  by  the  Administrator,  the  amount  so 
certified. 

“operation  of  state  plans 
“Sec.  1404.  In  the  case  of  any  State  plan  for  aid  to 
the  permanently  and  totally  disabled  which  has  been  ap¬ 
proved  by  the  Administrator,  if  the  Administrator  after 
reasonable  notice  and  opportunity  for  hearing  to  the  State 
agency  administering  or  supervising  the  administration  of 
such  plan,  finds — 
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“  ( 1 )  that  the  plan  has  been  so  changed  as  to 
impose  any  residence  or  citizenship  requirement  pro¬ 
hibited  by  section  1402  (b),  or  that  in  the  administra¬ 
tion  of  the  plan  any  such  prohibited  requirement  is 
imposed,  with  the  knowledge  of  such  State  agency,  in  a 
substantial  number  of  cases;  or 

“(2)  that  in  the  administration  of  the  plan  there 
is  a  failure  to  comply  substantially  with  any  provision 
required  by  section  1402  (a)  to  be  included  in  the 
plan  ; 

the  Administrator  shall  notify  such  State  agency  that  further 
payments  will  not  be  made  to  the  State  until  he  is  satisfied 
that  such  prohibited  requirement  is  no  longer  so  imposed, 
and  that  there  is  no  longer  any  such  failure  to  comply.  Until 
he  is  so  satisfied  he  shall  make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect  to  such  State. 

“definition 

“Sec.  1405.  For  purposes  of  this  title,  the  term  ‘aid  to 
the  permanently  and  totally  disabled’  means  money  payments 
to  or  medical  care  in  behalf  of  needy  individuals  who  are 
permanently  and  totally  disabled,  but  does  not  include  money 
payments  to  or  medical  care  in  behalf  of  any  individual  who 
is  an  inmate  of  a  public  institution  (except  as  a  patient  in  a 
medical  institution)  and,  effective  July  1,  1951,  does  not  in- 
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elude  money  payments  to  or  medical  care  in  behalf  of  any 
individual  (a)  who  is  a  patient  in  an  institution  for  tuber¬ 
culosis  or  mental  diseases,  or  (b)  who  has  been  diagnosed 
as  having  tuberculosis  or  psychosis  and  is  a  patient  in  a 
medical  institution  as  a  result  thereof.” 

Part  6 — Miscellaneous  Amendments 
Sec.  561.  (a)  Section  1  of  the  Social  Security  Act  is 
amended  by  striking  out  “Social  Security  Board  established 
by  Title  VII  (hereinafter  referred  to  as  the  ‘Board’)”  and 
inserting  in  lieu  thereof  “Federal  Security  Administrator 
(hereinafter  referred  to  as  the  ‘Administrator’)  ”. 

(b)  Section  1001  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board”  and  inserting  in 
lieu  thereof  “Administrator”. 

(c)  The  following  provisions  of  the  Social  Security  Act 

are  each  amended  by  striking  out  “Board”  and  inserting  in 
lieu  thereof  “Administrator”:  Sections  2  (a)  (6)  ;  2  (b)  ; 
3  (b)  ;  4;  402  (a)  (6)  ;  402  (b)  ;  403  (b)  ;  404;  1002 
(a)  (6)  ;  1002  (b)  (other  than  subparagraph  (1) 

thereof)  ;  1003  (b)  ;  and  1004. 

(d)  The  following  provisions  of  the  Social  Security  Act 
are  each  amended  by  striking  out  (when  they  refer  to  the 
Social  Security  Board)  “it”  or  “its”  and  inserting  in  lieu 
thereof  “he”,  “him”,  or  “his”,  as  the  context  may  require: 
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Sections  2  (b)  ;  3  (b)  ;  4;  402  (b)  ;  403  (b)  ;  404;  1002 
(b)  (other  than  subparagraph  (1)  thereof)  ;  1003  (b)  ; 
and  1004. 

(e)  Title  V  of  the  Social  Security  Act  is  amended  by 
striking-  out  “Children’s  Bureau”,  “Chief  of  the  Children’s 
Bureau”,  “Secretary  of  Labor”,  and  (in  sections  503  (a) 
and  513  (a)  )  “Board”  and  inserting  in  lieu  thereof 

“Administrator”. 

TITLE  IV— MISCELLANEOUS  PROVISIONS 


OFFICE  OF  COMMISSIONER  FOR  SOCIAL 


SECURITY 


Sec.  401.  (a)  Section  701  of  the  Social  Security  Act 
is  amended  to  read: 

“OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 

“Sec.  701.  There  shall  be  in  the  Federal  Security 
Agency  a  Commissioner  for  Social  Security,  appointed  by 
the  Administrator,  who  shall  perform  such  functions  relating 
to  social  security  as  the  Administrator  shall  assign  to  him.” 

(b)  Section  908  of  the  Social  Security  Act  Amend¬ 
ments  of  1939  is  repealed. 


REPORTS  TO  CONGRESS 

Sec.  402.  (a)  Subsection  (c)  of  section  541  of  the 
Social  Security  Act  is  repealed. 
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(b)  Section  704  of  such  Act  is  amended  to  read: 

“reports 

“Sec.  704.  The  Administrator  shall  make  a  full  report 
to  Congress,  at  the  beginning  of  each  regular  session,  of  the 
administration  of  the  functions  with  which  he  is  charged 
under  this  Act.  In  addition  to  the  number  of  copies  of  such 
report  authorized  by  other  law  to  be  printed,  there  is  hereby 
authorized  to  be  printed  not  more  than  five  thousand 
copies  of  such  report  for  use  by  the  Administrator  for  dis¬ 
tribution  to  Members  of  Congress  and  to  State  and  other 
public  or  private  agencies  or  organizations  participating  in 
or  concerned  with  the  social  security  program.” 

AMENDMENTS  TO  TITLE  XI  OE  THE  SOCIAL  SECURITY  ACT 
Sec.  403.  (a)  (1)  Paragraph  (1)  of  section  1101 

(a)  of  the  Social  Security  Act  is  amended  to  read  as  follows: 

“  ( 1 )  The  term  ‘State’  includes  Alaska,  Hawaii,  and 
the  District  of  Columbia,  and  when  used  in  titles  I,  IV, 
V,  X,  and  XIV  includes  Puerto  Rico  and  the  Virgin 
Islands.” 

(2)  Paragraph  (6)  of  section  1101  (a)  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“(6)  The  term  ‘Administrator’,  except  when  the 
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context  otherwise  requires,  means  the  Federal  Security 
Administrator.” 

(3)  The  amendment  made  by  paragraph  (1)  of  this 
subsection  shall  take  effect  October  1,  1949,  and  the  amend¬ 
ment  made  by  paragraph  (2)  of  this  subsection,  insofar  as 
it  repeals  the  definition  of  “employee”,  shall  be  effective  only 
with  respect  to  services  performed  after  1949. 

(b)  Section  1102  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board”  and  inserting  in  lieu 
thereof  “Federal  Security  Administrator”. 

(c)  Section  1106  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

“disclosuee  of  infoemation  in  possession  of  agency 
“Sec.  1106.  No  disclosure  of  any  return  or  portion  of 
a  return  (including  information  returns  and  other  written 
statements)  filed  with  the  Commissioner  of  Internal  Be  venue 
under  title  VIII  of  the  Social  Security  Act  or  under  subchap¬ 
ter  A  or  F  of  chapter  9  of  the  Internal  Bevenue  Code,  or 
under  regulations  made  under  authorit}r  thereof,  which  has 
been  transmitted  to  the  Administrator  by  the  Commissioner 
of  Internal  Bevenue,  or  of  any  file,  record,  report,  or  other 
paper,  or  any  information,  obtained  at  any  time  by  the 
Administrator  or  by  any  officer  or  employee  of  the  Federal 
Security  Agency  in  the  course  of  discharging  the  duties  of 
the  Administrator  under  this  Act,  and  no  disclosure  of  any 
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such  file,  record,  report,  or  other  paper,  or  information,  ob¬ 
tained  at  any  time  by  any  person  from  the  Administrator  or 
from  any  officer  or  employee  of  the  Federal  Security  Agency, 
shall  be  made  except  as  the  Administrator  may  bv  regula¬ 
tions  prescribe.  Any  person  who  shall  violate  any  provision 
of  this  section  shall  be  deemed  guilty  of  a  misdemeanor  and, 
upon  conviction  thereof,  shall  be  punished  by  a  fine  not 
exceeding  $1,000,  or  by  imprisonment  not  exceeding  one 
year,  or  both.” 

(d)  Section  1107  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  “the  Federal  Insurance  Contribu¬ 
tions  Act,  or  the  Federal  Unemployment  Tax  Act,”  and 
inserting  in  lieu  thereof  the  following:  “subchapter  A,  C, 
or  F  of  chapter  9  of  the  Internal  Revenue  Code,”. 

(e)  Section  1107  (b)  of  the  Social  Security  Act  is 
amended  by  striking  out  “Board”  and  inserting  in  lieu 
thereof  “Administrator”,  and  by  striking  out  “wife,  parent, 
or  child”,  wherever  appearing  therein,  and  inserting  in  lieu 
thereof  “wife,  widow,  former  wife  divorced,  child,  or  parent”. 

(f)  Title  XI  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  section : 
“furnishing  of  wage  record  and  other  information 

“Sec.  1108.  (a)  (1)  The  Administrator  is  author¬ 

ized,  at  the  request  of  any  agency  charged  with  the  admin¬ 
istration  of  a  State  unemployment  compensation  law  (with 
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respect  to  which  such  State  is  entitled  to  payments  under 
section  302  (a)  of  this  Act)  and  to  the  extent  consistent 
with  the  efficient  administration  of  this  Act,  to  furnish  to 
such  agency,  for  use  by  it  in  the  administration  of  such  law 
or  a  State  temporary  disability  insurance  law  administered 
by  it,  information  from  or  pertaining  to  records,  including 
account  numbers,  maintained  by  the  Administrator  in  ac¬ 
cordance  with  section  205  (c)  of  this  Act. 

“(2)  At  the  request  of  any  agency,  person,  or  organ¬ 
ization,  the  Administrator  is  authorized,  to  the  extent  con¬ 
sistent  with  efficient  administration  of  this  Act  and  subject 
to  such  conditions  or  limitations  as  lie  deems  necessary,  to 
furnish  special  reports  on  the  wage  and  employment  rec¬ 
ords  of  individuals  and  to  conduct  special  statistical  studies 
of,  and  compile  special  data  Avith  respect  to,  any  matters 
related  to  the  programs  authorized  by  this  Act. 

“(b)  Requests  under  subsection  (a)  shall  be  complied 
Avith  only  if  the  agency,  person,  or  organization  making  the 
request  agrees  to  make  payment  for  the  work  or  information 
requested  in  such  amount,  if  any  (not  exceeding  the  cost  of 
performing  the  work  or  furnishing  the  information),  as  may 
he  determined  by  the  Administrator.  A  State  agency  may 
make  the  payments  for  information  furnished  pursuant  to 
paragraph  (1)  of  subsection  (a)  by  authorizing  deductions 
from  amounts  certified  by  the  Administrator  under  section 
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302  (a)  of  this  Act  for  payment  to  such  State.  Payments 
for  work  performed  or  information  furnished  pursuant  to  this 
section,  including  deductions  authorized  to  he  made  from 
amounts  certified  under  section  302  (a),  shall  be  made  in 
advance  or  by  way  of  reimbursement,  as  may  be  requested 
by  the  Administrator,  and  shall  be  deposited  in  the  Treasury 
as  a  special  deposit  ta  be  used  to  reimburse  the  appropria¬ 
tions  (including  authorizations  to  make  expenditures  from 
the  Federal  Old-Age,  Survivors,  and  Disability  Insurance 
Trust  Fund)  for  the  unit  or  units  of  the  Federal  Security 
Agency  which  performed  the  work  or  furnished  the  infor¬ 
mation. 

“(c)  No  information  shall  be  furnished  pursuant  to  this 
section  in  violation  of  section  1106  or  regulations  prescribed 
thereunder.” 
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House  of  Representatives 


LThe  House  met  at  12  o’clock  noon, 
le  Acting  Chaplain,  the  Reverend 
P.  Wesberry,  offered  the  following 

prayei 

O  Thbu  Maker  and  Master  of  our  lives, 
incline  T^ne  ear  unto  us,  we  humbly 
beseech  Thte,  as  we  thank  Thee  for  the 
noble  leadenL  in  this  great  legislative 
body  who  hava±he  love  of  God  and  the 
daring  of  Thy  kingdom  in  their  hearts. 
We  would  thankNrhee  for  those  who 
serve  with  no  thought  of  self,  who  rather 
give  than  receive,  wnKtoil  without  rest 
and  fight  without  heealcg  the  wounds. 
For  those  who  know  rign^  from  wrong 
and  have  courage  to  do  fight  without 
counting  the  cost,  we  thank  TUree.  Our 
hearts  overflow  with  thanksgWmg  for 
all  who  sacrificially  lay  down  thBir  lives 
in  the  holy  warfare  for  the  r 
freedom  of  the  people. 

Grant  to  the  people  of  our  land, 
Father,  the  sweet  peace  that  comes  fror 
the  realization  that  our  Nation  is  richly 
blessed  with  such  a  goodly  number  of 
righteous  and  consecrated  leaders,  who, 
by  day  and  night,  give  of  their  best  to 
lead  our  country  to  nobler  ideals  and 
higher  achievements.  In  the  spirit  of 
Jesus.  Amen. 

THE  JOURNAL 

The  Journal  of  the  proceedings  of  yes¬ 
terday  was  read  and  approved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Carrell,  one  of  its  clerks,  announced  that 
the  Senate  had  passed  without  amend¬ 
ment  a  bill  of  the  House  of  the  following 
title : 

H.  R.  3417.  An  act  to  amend  the  act  en¬ 
titled  “An  act  to  provide  for  cooperation  by 
the  Smithsonian  Institution  with  State,  edu¬ 
cational,  and  scientific  organizations  in  the 
United  States  for  continuing  ethnological  re¬ 
searches  on  the  American  Indians,”  approved 
April  10,  1928,  and  for  other  purposes. 

COMMITTED  ON  BANKING  AND 
CURRENCY 

Mr.  SPENCE.  Mr.  Speaker,  Jf  ask 
unanimous  consent  that  the  Committee 
on  Banking  and  Currency  may^nave  un¬ 
til  midnight  tonight  to  file  jrreport  on 
H.  R.  5987. 

The  SPEAKER.  Is  therf'e  objection  to 
the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

CORRECTION  OF  THE  RECORD 

Mr.  HAYS  c  ^Arkansas.  Mr.  Speaker, 
I  ask  unanin\0us  consent  to  make  certain 
corrections^  the  permanent  Record  in¬ 
dicating  Jifat  when  I  said  “We  are  in  an 
expanding  economy”  I  had  reference  to 
conditions  in  1944  and  not  this  year. 

The  SPEAKER.  Is  there  objection  to 
the'  request  of  the  gentleman  from 
rkansas?  — 

There  was  no  objection. 


Tuesday,  August  16,  1949 

EXTENSION  OF  REMARKS 

Mr.  MANSFIELD  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  two  articles  appear¬ 
ing  in  the  Christian  Science  Monitor. 

Mr.  CHRISTOPHER  asked  and  was 
given  permission  to  extend  his  remarks 
in  the  Recorp  ana  include  an  article  ap¬ 
pearing  in  the  Missouri  Farmer. 

Mr.  DOLLINGER  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  extraneous  matter. 

Mr.  KEOGH  (at  the  request  of  Mr. 
Dollinger)  was  given  permission  to  ex¬ 
tend  his  remark  -  in  the  Record  and  in¬ 
clude  extraneous  matter. 

Mr.  BARTLETT  asked  and  was  given 
permission  to  extend  his  remarks  and  in¬ 
clude  a  resolution  adopted  by  the  Alaska 
Territorial  Federation  of  Labor. 

Mr.  YOUNG  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the 
Record  and  include  a  letter  from  a  con¬ 
stituent. 

.Mr.  BONNER  asked  and  was  giv£ 
petanission  to  extend  his  remarks  iivthe 
REctetftD  and  include  an  editorial. 

Mr\  CAVALCANTE  asked  a^d  was 
given  p&rmission  to  extend  hi^remarks 
in  the  Record  and  include/an  article 
which  app&^red  in  the  cur/'ent  issue  of 
Capital  Comihent  dated  August  13,  1949. 

Mr.  PETERSON.  M/T  Speaker,  I  ask 
unanimous  consejit  JSo  extend  my  re¬ 
marks  at  this  poin’Mn  the  Record. 

The  SPEAKEIV^  IX  there  objection  to 
the  request  o y  the  ''gentleman  from 
Florida? 

There  w^  no  objection." 

STATEHOOD  FOR  ALASKA  A&D  HAWAII 

Mr.  yl^ETERSON.  Mr.  Spe^r,  the 
Committee  on  Public  Lands  r^oorted 
favorably,  some  months  ago,  then  two 
Is,  one  providing  statehood  for  Alaska 
had  one  providing  statehood  for  Hawa 
Extensive  hearings  were  held.  It  was 
the  considered  opinion  of  the  committee 
that  these  Territories  should  be  granted 
statehood.  The  economics  showed  their 
ability  to  assume  the  responsibilities  of 
statehood. 

After  the  hearings,  the  committee, 
with  only  one  dissenting  vote,  approved 
the  bills  and  reported  them  favorably  to 
the  House.  Prompt  application  was 
made  for  a  rule.  It  is  my  feeling  that 
the  Congress  should  act  on  these  bills. 
A  recent  poll  shows  clearly  that  the  ma¬ 
jority  of  the  House  favors  statehood.  I 
filed  special  resolutions  making  it  in  or¬ 
der  to  bring  these  bills  up  under  the 
rules  of  the  House.  More  than  21  days 
have  elapsed  since  the  filing  of  such  reso¬ 
lutions.  I  would  much  prefer  to  bring 
these  bills  up  in  the  orderly  way.  I  am 
anxious  and  urging  that  th&  Ruler  Com¬ 
mittee  do  grant  a  rule,  and  urging  the 
support  of  the  membership  of  the  House, 
in  order  that  we  may  carry  out  the  ex¬ 


pressed  wishes  of  so  many  people,  ir 
eluding  our  own  both  great  polity&l 
parties. 

It  is  my  considered  opinion  thadf  both 
Territories  are  worthy  of  statehood,  an 
opinion  which  I  reached  only  aflter  care¬ 
fully  reviewing  the  testimgny  and  the 
economics  of  the  situatior 
PERMISSION  TO  ADDRH6S  THE  HOUSE 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Speaker,  I  ask  unanimous  consent  to  ad¬ 
dress  the  House  /or  1  minute  and  to 
revise  and  extend  my  remarks  and  in¬ 
clude  two  editorials. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentlewoman  from 
Massachusetts? 

Thepo  was  no  objection. 

EX-PRESIDENT  HOOVER 

rs.  ROGERS  of  Massachusetts.  Mr. 
peaker,  I  believe  everyone  in  the  United 
States  wished  for  ex-President  Hoover 
a  most  happy  birthday  last  Thursday 
when  he  reached  his  seventy-fifth  mile¬ 
stone.  It  was  my  privilege  to  know  him 
before,  during,  and  after  his  term  of 
office,  and  I  have  never  seen  a  man  more 
sincerely  interested  in  having  people 
well-fed,  well-clothed,  and  well-housed. 
His  entire  life  has  been  one  of  self- 
sacrifice  and  service  to  others.  The  true 
greatness  that  has  come  to  him  is  the 
result  of  self-endeavor,  hard  work,  and 
extreme  tolerance.  At  an  age  when 
most  men  are  willing  to  retire  and  enjoy 
well-earned  relaxation,  he  is  as  active 
as  any  man  one-half  his  age  and  has  just 
completed  one  of  the  most  difficult  and 
arduous  tasks  of  his  career,  the  conduct 
of  the  Hoover  Commission  for  the  Or¬ 
ganization  of  the  Executive  Branch  of 
Government.  I  hope  and  wish  for  him 
years  of  happiness  and  success  in  his 
great  humanitarian  efforts. 

EXTENSION  OF  REMARKS 

Mr.  ANGELL  asked  and  was  given  per- 
ission  to  extend  his  remarks  in  the 
ord  and  include  extraneous  matter. 
Mr.  DAVIS  of  Wisconsin  asked  and 
was  g^ven  permission  to  extend  his  re¬ 
marks  iij  the  Record  and  include  an  edi¬ 
torial  fi'dip  the  Milwaukee  Sentinel. 

Mr.  BURDICK  and  Mr.  PATTERSON 
asked  and  were  given  permission  to  ex¬ 
tend  their  remarks  in  the  Record. 

Mr.  LODGE  a^ed  and  was  given  per¬ 
mission  to  extenJkhis  remarks  in  the 
Record  in  three  instances  and  include 
extraneous  material. 

Mr.  GROSS  asked  ail'd  was  given  per¬ 
mission  to  extend  his  remarks  in  the 
Record  and  include  a  letted 

Mr.  HILL  asked  and  was  given  permis¬ 
sion  to  extend  his  remarks  in  tire  Record 
and  include  a  newspaper  article'. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  HARVEY.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
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Lor  1  minute  and  to  revise  and  extend 
remarks. 

le  SPEAKER.  Is  there  objection  to 
the  Vequest  of  the  gentleman  from 
Indiana? 

Therdtwas  no  objection. 


.WAGE  INCREASES 


for  1  minute  and  to  revise  and  extend  my 
remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Con¬ 
necticut? 

There  was  no  objection. 

CHINESE  NATIONALIST  ARMIES 


PERMISSION  TO  ADDRESS  THE  HOUSE 


Mr.  JENKINS.  Mr.  Speaker,  I 
unanimous  consent  to  address  the 
for  1  minute. 

The  SPEAKER.  Is  there  obj^€tion  to 
the  request  of  the  gentleman  fj?6m  Ohio? 

There  was  no  objection. 


Mr.  HARVEY.  Mr.  Speaker,  I  am  tak¬ 
ing  this  opportunity  to  denounce  the  im¬ 
minent  fourth^ound  wage  increase  in 
American  indust] 

It  seems  to  me,\Mr.  Speaker,  crystal 
clear  that  big  labor  \nd  big  business  are 
hoodwinking  the  An^rican  consuming 
public.  Surely  it  is  an  alS^epted  economic 
truth  that  only  increased'jgroduction  can 
reduce  prices,  raise  our  standard  of  living, 
and  put  prosperity  on  sonpd  ground. 
The  proposed  fourth-round  Wage  raises 
constitute  a  sad,  selfish,  ami  short¬ 
sighted  device  that  can  be  of  np  real 
benefit  to  the  vast  majority  of  our  popple. 

Viewing  the  present  price  and  Wage 
situation  in  this  country,  I  am  movedXo 
say  that  we  have  more  economic  sens® 
in  the  rank  and  file  of  the  working^ 
masses — those  in  blue  jeans  as  well  as 
white  collars;  those  carrying  union  cards 
as  well  as  those  who  do  not — than  can 
be  found  in  the  plush  offices  of  union 
bosses  and  industrial  tycoons. 

Another  round  of  wage  raises  is  going 
to  do  the  country  far  more  harm  than 
good.  Most  wage  earners  realize  any 
monetary  gain  in  their  pay  envelopes  will 
be  quickly  wiped  out  by  a  rise  in  the  price 
of  things  they  have  to  buy.  While  the 
larger  industrial  producers  will  offset 
their  increased  production  costs  by  jack¬ 
ing  up  prices,  the  average  consumer  try¬ 
ing  to  get  by  on  fixed  income  will  be 
caught  again  in  an  economic  squeeze 
play. 

The  irony  of  the  situation  is  that  large 
corporate  producers  like  steel  are  fearful 
of  reducing  prices  in  face  of  a  prospec¬ 
tive  wage  increase,  although  their  profits 
have  been  the  highest  in  history.  On 
the  other  hand,  union  workers  feel  they 
are  not  getting  their  fair  share  of  the 
profits,  and  since  they  cannot  strike  for 
lower  prices,  they  resort  to  a  demand  for 
more  wages. 

Steel,  of  course,  best  illustrates  the 
fallacy  of  this  futile  tug-of-war,  becausi 
it  is  basic  to  our  industrial  welfare.  TJif’e 
cost  of  steel  eventually  affects  nearly 
every  item  we  buy.  An  increase  in^steel 
prices  immediately  increases  the  Zost  of 
automobiles,  home  applianceyand  a 
host  of  items  already  priced  JCo  such  a 
high  point  they  are  meetinjjf/buyer  re¬ 
sistance. 

A  fourth-round  wag^  increase  will 
furnish  big  steel  an  excuse  to  raise  prices 
further.  This  action  /fvill  usher  in  an¬ 
other  era  of  price-boosting  for  the  ordi¬ 
nary  consumer,  anef’  another  round  of  a 
vicious  circle  willlfe  completed. 

This  progressive  approach  to  a  boom- 
and-bust  cycW the  very  thing  this  coun¬ 
try  must  awoid,  is  morally  wrong  and 
economically  deplorable.  Leaders  in 
both  big  .Business  and  big  labor  should 
wake  ug/to  the  serious  fact  that  the  faith 
of  the'  American  citizen  in  the  free- 
entepprise  system  Is  at  stake. 


Mr.  LODGE.  Mr.  Speaker,  it  has  been 
widely  proclaimed  and  repeated  by  those 
who  have  committed  themselves  to  a  do- 
nothing  policy  in  China  that  the  Chinese 
Nationalist  troops  were  completely  in¬ 
effective.  Indeed,  in  his  letter  to  Presi¬ 
dent  Truman  .transmitting  the  white 
paper  Secretary  of  State  Dean  Acheson 
says  on  page  XIV  with  reference  to  the 
Chinese  Nationalists  that  “its  troops  had 
lost  the  will  to  fight.”  He  states  also  that 
“the  Nationalist  armies  did  not  have  to 
be  defeated;  they  disintegrated.” 

While  the  Secretary  of  State  was  thus 
apostrophizing  the  difficulties  of  the  anti¬ 
communist  armies,  the  Chinese  Com¬ 
munists  themselves  paid  tribute  to  the 
effectiveness  of  the  Chinese  Nationalist 


OHIO  DRIVE, 


..troops  in  a  news  release  which  appeared , 


in  the  New  York  Times  of  July  19  anc 
\^ich  is  quoted  below: 

\  REDS  PUT  LOSS  AT  1,43  2,900 

Sha&43hai,  July  19. — The  Chiness  Ifltnmu- 
nists,  wfto  rarely  discuss  their  war  1  J5es,  said 
today  th^  the  Communist  arms  i&d  lost 
1,432,900  mp,n  during  Tie  past^B  years  of 
fighting. 

The  Communist  New  News  Agency 

put  the  losses^at  243, 90Q4  killed,  989,700 
wounded,  10,400  (W>tured^4iid  188,900  miss¬ 
ing.  The  figures  Were  fid r  the  period  from 
July  1,  1946,  to  the  pSgsftit. 


Mr.  JENKINS.  Mr.  Speaker,  I  would 
not  assume  and  I  kncnif  it  would  be  im¬ 
possible  for  anybody  tib  tell  the  glories  of 
Ohio  in  1  minute.  /Ohio  is  great  in  so 
many  respects  that  it  would  take  vol¬ 
umes  to  do  her^fustice.  But  I  can  tell 
you  in  1  minute  that  a  few  days  ago  a 
new  thoroughfare  was  established  in 
Washingtoiywhich  was  given  the  name 
Ohio.  Herfceforth  Ohio  Drive  will  con¬ 
tinue  tq  ’  grow  in  importance  until  it 
will  rsynk  at  the  top  in  importance.  I 
cordially  invite  all  of  you  to  take  a  ride 
on  Ohio  Drive,  Washington’s  most  beau- 
tp  drive. 

-  Mr.  Speaker,  in  order  that  I  might 
"have  enough  time  to,  in  a  small  way,  ex¬ 
pand  on  the  beauties  and  importance  of 
Ohio  Drive,  I  ask  unanimous  consent  that 
I  may  be  nermitted  to  revise  and  extend 
my  remarks  in  the  Appendix  of  the  Rec¬ 
ord. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 


EXTENSION  OP  REMARKS 


Here  it  is  interesjirtg  to  note  the  con¬ 
trast  between  thafabov^,  figures  and  the 
losses  which  our/armies  sustained  against 
the  Japanese  Pnd  the  Germans.  These 
losses,  exclusive  of  naval  a%d  air  force 
losses,  wei'^4948,574. 

In  othe/ words,  the  Chinese  Nationalist 
armies  inflicted  in  3  years  greate\  losses 
on  thpChinese  Communist  armiemhan 
the  germies  of  the  United  States  susta^ied 
in 

\yf  almost  4  years.  X  ‘ 

say,\ 

at  least  open  to  question  when  the  flat 
statement  is  made  that  the  Chinese  Na¬ 
tionalist  armies  have  been  an  ineffective 
fighting  force.  Surely  an  army  which 
causes  more  losses  to  the  enemy  than  the 
Japanese  and  the  German  armies  were 
able  to  inflict  on  United  States  troops  in 
almost  4  years  of  combat  can  hardly  be 
described  as  totally  ineffective. 

I  make  this  statement  for  the  Record 
primarily  because  it  is  a  statement  of 
incontrovertible  fact.  I  think  it  im¬ 
portant  that  my  colleagues  should  be 
informed. 


Mr.  RICH  asked  and  was  given  permis¬ 
sion  to  extend  his  remarks  in  the  Record 
and  include  a  statement  by  Bishop  Fred 
Pierce  Corson,  of  the  Methodist  Church, 
Philadelphia,  Pa.,  entitled  “The  Real  In¬ 
dictment  of  the  White  Paper.” 

Mr.  SHORT  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the 
Record  in  two  instances  and  include 
newspaper  articles. 

PERMISSION  TO  ADDRESS  THE  HOUSE 
Mr.  COOPER.  Mr.  Speaker,  I  ask 


,  , .  ..  T  ,  unanimous  consent  to  address  the  House 

-.^?_Japanese  and  Germsf\s  for  1  minute  and  revise  and  extend  my 

emarks. 

In  these  circumstances  it  is,  let  us  say.  The  SPEAKER.  Is  there  objection  to 

request  of  the  gentleman  from  Ten- 


SPECIAL  ORDER  GRANTED 


BERMISSION  TO  ADDRESS  THE  HOUSE 

/  Mr.  LODGE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 


Mr.  ELLSWORTH.  Mr.  Speaker,  I 
ask  unanimous  consent  that  on  Thurs¬ 
day  of  this  week,  after  the  disposition  of 
business  on  the  Speaker’s  desk  and  at 
the  conclusion  of  special  orders  hereto¬ 
fore  granted,  I  may  address  the  House 
for  1  hour. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ore- 


'fche  req^ 
nbssee? 

...  i  Then 


era  mac  rxr,  Ahprfimi 


SOCIAL  SECURITY  LEGISLATION 


gon? 

There  was  no  objection 


Mr.  COOPER.  Mr.  Speaker,  after 
about  6  months  of  diligent  effort  and 
hard  work  the  Committee  on  Ways  and 
Means  has  completed  the  draft  of  a  bill 
dealing  with  social  security  and  amend¬ 
ing  the  Social  Security  Act.  The  bill, 
H.  R.  6000,  which  is  a  clean  bill  was  in¬ 
troduced  by  the  chairman  of  the  com¬ 
mittee  on  yesterday.  The  chairman  of 
the  committee  on  yesterday  issued  a 
press  release'  giving  a  very  clear  and 
concise  statement  covering  the  points  in¬ 
cluded  in  the  bill  as  well  as  the  princi¬ 
pal  provisions  of  the  bill.  Realizing  this 
is  of  great  interest  to  all  Members  of 
the  House,  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  revise  and  extend  my 
remarks  and  include  therein  a  copy  of 
the  press  release. . 

The  SPEAKER.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 
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(The  matter  referred  to  is  as  follows:) 
Committee  on  Ways  and  Means  Combines 
Social  Security  Bills 

Chairman  Doughton,  of  the  House  Com¬ 
mittee  on  Ways  and  Means,  announced  to¬ 
day  that  the  committee  has  concluded  its 
work  on  amendments  to  titles  I,  IV,  and  X 
of  the  Social  Security  Act,  relating  to  public 
assistance  for  needy  persons  over  age  65,  de¬ 
pendent  children,  and  the  blind,  and  to  add 
a  new  category  of  needy  persons  who  are 
permanently  and  totally  disabled.  Amend¬ 
ments  would  also  be  made  in  title  V,  relating 
to  child  welfare.  Mr.  Doughton  stated  that 
the  committee  had  agreed  that  the  public  as¬ 
sistance  changes  should  be  combined  with 
the  amendments  relating  to  old-age  and 
survivors  insurance  for  introduction  by  him 
as  a  new  committee  bill : 

SUMMARY  OF  PRINCIPAL  PROVISIONS  OF  THE  BILL 

A.  Old-age  and  survivors  insurance 

1.  Extension  of  coverage:  Old-age  and  sur¬ 
vivors  insurance  coverage  would  be  extended 
to  add  approximately  11,000,000  new  per¬ 
sons  to  the  35,000,000  persons  now  covered 
during  an  average  week.  The  groups  added 
to  the  system  under  the  bill  are  as  follows: 

(a)  Nonfarm  self-employed  persons  (other 
than  physicians,  lawyers,  dentists,  osteo¬ 
paths,  veterinarians,  chiropractors,  optome¬ 
trists,  Christian  Science  practitioners,  and 
aeronautical,  chemical,  civil,  electrical,  me¬ 
chanical,  metallurgical,  or  mining  engineers) 
whose  net  earnings  from  self-employment 
total  $400  or  more  per  year  (about  4,500,000) . 

(b)  Employees  of  State  and  local  govern¬ 
ments,  if  the  State  enters  into  a  voluntary 
compact  with  the  Federal  Security  Agency, 
provided  that  such  employees  who  are  under 
an  existing  retirement  system  shall  be  cov¬ 
ered  only  if  such  employees  and  adult  bene¬ 
ficiaries  of  the  retirement  system  shall  so 
elect  by  a  two-thirds  majority  (about 
3,800,000). 

(c)  Domestic  servants  in  a  private  home 
whose  cash  earnings  are  $25  or  more  per 
quarter,  and  who  work  26  days  or  more  per 
quarter,  unless  employed  on  a  farm  operated 
for  profit  (about  750,000). 

(d)  Employees  of  nonprofit  institutions 
other  than  ministers  and  members  of  reli¬ 
gious  orders,  but,  if  the  employer  does  not 
elect  voluntarily  to  pay  the  employer’s  tax, 
the  employee  would  receive  credit  with  re¬ 
spect  to  only  one-half  his  wages  for  the  em¬ 
ployee’s  tax  which  is  compulsorily  imposed 
upon  him  (about  600,000). 

(e)  Agricultural  processing  workers  off  the 
farm  and  certain  other  types  of  essentially 
commercial  or  industrial  border-line  agricul¬ 
tural  labor,  including  employees  of  nonprofit 
agricultural  and  horticultural  organizations 
and  of  farm-loan  and  farm-credit  institu¬ 
tions  (about  200,000) . 

(f)  Federal  employees  not  covered  under 
any  retirement  system,  except  temporary 
workers,  elective  officials,  dollar-a-year  em¬ 
ployees,  etc.  (about  100,000). 

(g)  Americans  employed  outside  the 
United  States  and  employees  on  American 
aircraft  outside  the  United  States  (about 
150,000). 

(h)  Employees  and  self-employed  in  the 
Virgin  Islands  (about  5,000)  and,  if  requested 
by  the  Territorial  legislature,  in  Puerto  Rico 
(about  250,000). 

(i)  Salesmen,  taxi  drivers,  industrial  home 
workers,  contract  loggers,  mine  lessees,  and 
other  persons  technically  not  employees  at 
common  law,  who  were  deprived  of  status 
as  employees  by  Public  Law  642,  Eightieth 
Congress,  the  so-called  Gearhart  resolution 
(about  500,000). 

2.  Liberalization  of  benefits: 

(a)  About  2,600,000  persons  currently  re¬ 
ceiving  old-age  and  survivors  insurance  ben¬ 
efits  would  have  their  monthly  benefit  in¬ 
creased  on  the  average  by  about  70  percent. 


Increases  would  range  from  50  percent  for 
highest  benefit  groups  to  as  much  as  150 
percent  for  lowest  benefit  groups,  The  aver¬ 
age  primary  benefit  of  approximately  $26  pgr 
month  for  a  retired  insured  worker  would  be 
increased  to  nearly  $45, 

Present  primary  New  primary 

insurance  benefit  insurance  amount 

$10 . $25 

15 _  31 

20 _ 36 

25 _  44 

30 _ 51 

35 _  55 

40 _  60 

45 _  64 

(b)  Persons  who  retire  in  the  future  would 
have  their  benefits  computed  under  the  fol¬ 
lowing  new  formula,  with  resulting  benefits 
approximately  double  the  average  benefits 
payable  today. 

(i)  Fifty  percent  of  first  $100  of  average 
monthly  wage,  plus  10  percent  of  the  next 
$200  (based  on  the  maximum  wage  and  tax 
base  of  $3,600  per  year) .  This  amount  would 
be  increased  by  one-half  of  1  percent  for  each 
year  of  coverage,  and  would  be  reduced  pro¬ 
portionately  to  take  into  account  the  time 
not  spent  in  covered  employment.  For  ex¬ 
ample,  assume  that  the  worker  retired  before 
1956  and  had  10  years  of  coverage  since  1936, 
and  that  he  had  an  average  monthly  wage 
over  his  years  of  coverage  of  $200  per  month. 
His  basic  benefit  would  then  be  $60  (50  per¬ 
cent  of  the  first  $100  of  average  wage  plus 
10  percent  of  the  next  $100  of  average  wage 
or  $50  plus  $10).  The  amount  coming  from 
the  increment  is  5  percent  of  the  basic  bene¬ 
fit  (since  there  are  10  years  of  coverage  at 
one-half  of  1  percent  each)  or  $3.  The  pri¬ 
mary  insurance  amount  is  then  $63. 

(ii)  The  minimum  primary  benefit  under 
existing  law  of  $10  per  month  would  be 
increased  to  $25. 

(iii)  The  maximum  family  benefit  under 
existing  law  of  $85  per  month  would  be  in¬ 
creased  to  $150,  but  not  more  than  80  per¬ 
cent  of  the  average  monthly  wage  of  the 
insured  person. 

(iv)  Lump-sum  death  payments  would  be 
made  for  all  insured  deaths  instead  of  only 
for  deaths  with  respect  to  which  immediate 
monthly  survivor’s  benefits  are  not  payable, 
as  limited  by  present  law. 

3.  Computation  of  average  wage:  The  aver¬ 
age  wage  of  insured  worker  would  be  the 
average  earned  in  all  years  of  social -security 
coverage  (years  after  1949  in  which  $400  or 
more  was  earned  in  covered  employment; 
prior  to  1950  years  of  coverage  will  be  credited 
for  $200  or  more  of  wages)  after  either  1936 
or  after  1919,  and  before  the  worker  dies  or 
attains  retirement  age,  whichever  yields  the 
higher  average  wage. 

4.  Eligibility  for  benefits:  In  order  to  qual¬ 
ify  for  both  old-age  and  survivors  insurance 
benefits  under  present  law,  a  person  must 
have  either  (a)  quarters  of  coverage  (calen¬ 
dar  quarters  after  1949  in  which  $100  or  more 
was  earned  in  covered  employment;  prior  to 
1950  quarters  of  coverage  will  be  credited  for 
$50  or  more  of  wages)  in  one-half  of  the 
number  of  quarters  since  1936  and  before 
age  65;  or  (b)  40  quarters  of  coverage.  Under 
the  bill  a  third  alternative  qualification  of  20 
quarters  of  coverage  out  of  the  40-quarter 
period  ending  at  age  65,  or  any  later  date, 
would  be  added  to  enable  newly  covered 
groups  to  qualify  more  quickly. 

5.  Limitation  on  earnings  of  beneficiaries: 
The  amount  a  beneficiary  may  earn  in  cov¬ 
ered  employment  without  loss  of  benefits 
would  be  increased  from  $14.99  to  $50  per 
month.  After  age  75  benefits  are  payable  re¬ 
gardless  of  amount  of  earnings  from  employ¬ 
ment. 

B.  Permanent  and  total  disability  insurance 

1.  Coverage:  All  persons  covered  by  the 
old-age  and  survivors  insurance  program 
would  have  available  protection  against  the 


hazard  of  enforced  retirement  and  loss  of 
earnings  caused  by  permanent  and  total 
disability. 

2.  Benefits:  Permanently  and  totally  dis¬ 
abled  workers  would  have  their  benefits  and 
average  wage  computed  on  the  same  basis  as 
for  old-age  benefits,  but  no  payments  would 
be  available  for  dependents  of  disabled 
workers. 

3.  Eligibility  for  benefits:  An  individual 
would  be  insured  for  disability  benefits  if  he 
had  both  (a)  6  quarters  of  coverage  out  of 
the  13-quarter  period  ending  when  his  dis¬ 
ability  occurred,  and  (b)  20  quarters  of  cov¬ 
erage  out  of  the  40-quarter  period  ending 
when  his  disability  occurred. 

C.  Veterans 

World  War  II  veterans  would  be  given  wage 
credits  under  the  old-age,  survivors,  and  dis¬ 
ability  insurance  program  of  $160  per  month 
for  the  time  spent  in  military  service  be¬ 
tween  September  16,  1940,  and  July  24,  1947. 

D.  Financing  of  old-age,  survivors,  and 
disability  insurance 

1.  Taxable  wage  base:  The  total  annual 
earnings  on  which  benefits  would  be  com¬ 
puted  and  contributions  paid  is  raised  from 
$3,000  to  $3,600. 

2.  Contribution  schedule:  Employers  and 
employees  would  continue  to  share  equally, 
with  their  combined  rate  for  the  future  being 
as  follows  (since  1936  the  rate  has  been  2 


percent)  : 

Rate 

Calendar  years:  ( percent ) 

1950 _  3 

1951-59 _  4 

1960-64 _  5 

1965-69 _  6 

1970  and  after _  6  y2 


The  self-employed  who  are  covered  would 
pay  three-fourths  of  the  above  rates. 

E.  Public  assistance  and  welfare  services 

1.  Extension  of  State-Federal  public  assist¬ 
ance  programs:  Aid  would  be  extended  to  per¬ 
sons  not  now  eligible  for  assistance,  as  fol¬ 
lows: 

(a)  Permanently  and  totally  disabled  needy 
persons  would  become  eligible  for  State-Fed¬ 
eral  assistance  by  the  establishment  of  a 
fourth  category,  with  the  Federal  Govern¬ 
ment  sharing  in  the  costs  in  the  same  manner 
as  for  old-age  assistance  and  aid  to  the  blind. 

(b)  The  mother,  or  adult  relative  with 
whom  an  eligible  dependent  child  is  living, 
would  become  eligible  as  a  recipient  under 
the  aid  to  dependent  children  program,  and 
the  Federal  Government  would  share  in  the 
costs  of  the  aid  furnished  such  mother  or 
relative. 

2.  Increase  in  Federal  share  of  public  as¬ 
sistance  costs:  The  bill  would  strengthen 
financing  of  public  assistance  in  all  States, 
and,  particularly,  would  enable  States  with 
low  average  payments  to  raise  the  level  of 
payments  to  needy  decipients  under  the 
State-Federal  program.  Federal  funds  would 
be  made  available  to  the  States  under  the 
following  matching  formula: 

(a)  For  old-age  assistance,  aid  to  the 
blind  and  aid  to  the  totally  and  permanently 
disabled:  Federal  funds  will  equal  four-fifths 
of  the  first  $25  per  recipient  plus  one-half 
of  the  next  $10  plus  one-third  of  the  next 
$15  with  a  maximum  of  $50  on  individual 
assistance  payments. 

(b)  For  aid  to  dependent  children:  Fed¬ 
eral  funds  will  equal  four-fifths  of  the  first 
$15  per  recipient  (including  one  adult  in  each 
family),  plus  one-half  of  the  next  $6,  plus 
one-third  of  the  remainder,  with  maximums 
on  individual-assistance  payments  of  $27  for 
the  adult  plus  $27  for  the  first  child  plus  $18 
for  each  additional  child  in  the  family. 
(See  tables  I  and  II  attached  for  the  extent 
to  which  States  would  be  enabled  to  raise 
average  payments.) 

3.  Public  medical  institutions :  The  Federal 
Government  would  share  in  the  costs  in- 
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curred  by  the  States  and  localities  In  fur¬ 
nishing  assistance  to  the  needy  aged,  blind, 
and  permanently  and  totally  disabled  recipi¬ 
ents  in  public  medical  Institutions,  instead 
of  limiting  Federal  participation  to  costs  in¬ 
curred  to  recipients  residing  in  private  insti¬ 
tutions  as  provided  in  present  law. 

4.  Direct  payment  for  medical  care:  States 
would  be  authorized  to  make  direct  payments 
to  doctors  or  others  furnishing  medical  care 
to  recipients  of  State-Federal  public  assist¬ 
ance.  Such  payments  would  reduce  pay¬ 
ments  to  the  recipients  to  that  extent.  Un¬ 
der  existing  law  the  Federal  Government 
does  not  participate  in  the  cost  of  medical 
care  for  recipients  unless  payment  for  such 
care  is  made  directly  to  the  recipient. 

5.  Child- welfare  services:  Authorization 
for  child-welfare  services  would  be  increased 
from  $3,500,000  per  year  to  $7,000,000,  for 
services  in  rural  areas  or  areas  of  special 
need.  The  use  of  child-welfare  funds  would 
be  authorized  for  purposes  of  returning  in¬ 
terstate  runaway  children  to  their  homes. 

6.  Cost:  The  estimated  additional  cost  to 
the  Federal  Government  for  these  public- 
assistance  and  welfare  services  amendments 
would  be  $256,000,000  annually. 

F.  Puerto  Rico  and  the  Virgin  Islands 
Old-age,  survivors,  and  disability-insur¬ 
ance  program  and  Federal  participation  in 
public  assistance  would  be  extended  to 
Puerto  Rico  and  the  Virgin  Islands. 

Table  I. — Old-age  assistance  and  aid  to  the 
blind:  Amount  to  which  average  monthly 
payments  of  specified  size  under  present 
provisions  could  be  increased,  and  amount 
of  increase  under  bill,  assuming  the  same 
average  expenditure  per  recipient  from 
State  and  local  funds 


Present  provisions 

The  bill  > 

Average 

State 

Average 

State 

monthly 

Federal 

and 

monthly 

Federal 

and 

pay- 

funds 

local 

pay- 

funds 

local 

ments  - 

funds 

ments  2 

funds 

$20 . 

$15.00 

$5.00 

$25 . 

$20.  00 

$5.00 

$25 . 

17.50 

7.50 

$30 . 

22. 50 

7.50 

$30 . 

20.00 

10.00 

$35 . 

25.00 

10.00 

$35 . 

22.  50 

12.  50 

$38.75.. 

20.  25 

12.  50 

$40 _ 

25.  00 

15.00 

$42.50— 

27.  50 

15.  00 

$45 _ 

27.  50 

17.  50 

$40.25. . 

28.  75 

17.  50 

$50 . 

30.00 

20.00 

$50 . 

30.00 

20.00 

Size  of  family 

Average  monthly  payment ' 

1-ehlld  family: 

Present  provisions: 
Total  payment.... 

$25.  no 

$35.00 

$45.00 

$55.00 

$75.00 

Federal  funds _ 

15.50 

10. 50 

16.60 

16.50 

10. 50 

State  and  local 
funds . . 

9.50 

18.50 

28.50 

38.50 

68.50 

The  bill: 

Total  payment.... 

37.00 

61.75 

62.50 

72.50 

92.50 

Federal  funds _ 

27.50 

33.  25 

34.00 

34.00 

34.00 

Increase  in  Fed¬ 
eral  funds . 

12.00 

16. 75 

17. 50 

17.50 

17.50 

3-child  family: 

Present  provisions: 
Total  payment.... 

25.00 

35.00 

45.00 

55.00 

76.00 

Federal  funds.... 

18. 75 

26.25 

31.60 

36.50 

40.50 

State  and  local 
funds . 

6. 25 

8.75 

13.50 

18.50 

34.50 

The  bill: 

Total  payment.... 

31.25 

43. 76 

63.00 

73.00 

96.50 

Federal  funds _ 

25.00 

35.00 

49.60 

64.60 

62.00 

Increase  In  Fed¬ 
eral  funds . 

6. 26 

8.76 

18.00 

18.00 

21.60 

EXTENSION  OF  REMARKS 

Mr.  BOGGS  of  Louisiana  asked  and 
Was.  given  permission  to  extend  his  re- 
inarks  in  the  Record  and  include  some 
newspaper  editorials. 

SPECIAL  ORDER  GRANTED 

Mr.  BROOKS.  Mr.  Speaker,  I  ask 
manimous  consent  that  on  today,  after 
;he  disposition  of  business  on  the  Speak¬ 
er’s  desk  and  the  conclusion  of  special 
irders  heretofore  granted,  I  may  address 
he  House  fob  15  minutes. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Lou¬ 
isiana? 

[  There  was  no  objection. 


EXTENSION  OF  REMARKS 


>  Also  applies  to  permanently  and  totally  disabled. 

8  Assuming  that  no  payments  exceed  $50,  or  disregard¬ 
ing:  any  individual  excess  over  $50. 

Table  II. — Aid  to  dependent  children: 
Amount  to  which  average  monthly  pay¬ 
ments  to  families  of  specified  size  under 
present  provisions  could  be  increased,  and 
amount  of  increase  under  the  bill  assum¬ 
ing  the  same  average  expenditure  per  fam¬ 
ily  from  State  and  local  funds 


1  Assuming  (hat  no  payments  are  In  excess  of  amounts 
subject  to  Federal  participation  for  Federal  matching 
purposes. 


f  Mr.  MURRAY  of  Tennessee  asked  and 
was  given  permission  to  extend  his  re- 
:  narks  in  the  Record  and  include  therein 
m  opinion  rendered  by  Judge  Holtzoff, 
iistrict  judge  of  the  District  of  Colum¬ 
bia. 

Mr.  MURDOCK  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  RANKIN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  1  minute  and  revise  and  extend  my 
remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mis¬ 
sissippi?  i 

There  was  no  objection. 

THE  WASHINGTON  POST  HELPS  WAD- 

LEIGH  MAKE  TREASON  PROFITABLE 

Mr.  RANKIN.  Mr.  Speaker,  the 
Washington  Post  ought  to  be  excluded  ? 
from  the  mails.  i 

Any  newspaper  that  will  carry  th|? 
syndicated  article  of  that  man  Hen  ~ 
Julian  Wadleigh,  a  confessed  traitftr, 
and  spread  it  throughout  the  coumry, 
and  in  that  way  assist  Wadleigh  in  flak¬ 
ing  money  out  of  his  treason,  ought  to 
be  denied  the  use  of  the  United/States 
mail.  / 

I  heard  Wadleigh’s  testimorfr  before 
the  Committee  on  Un-American  Activi¬ 
ties.  I  cross-examined  him  p nd  helped 
to  expose  his  treason.  ,< 

Now  he  confesses  everything  he  was 
charged  with,  and  in  orde/to  give  him  a 
semblance  of  respectability,  the  Wash¬ 
ington  Post  publishes /his  syndicated 
statement,  and  pays  hifh  for  it  in  order 
to  try  to  minimize  t£e  offense  that  he 
committed  in  perpetrating  treason 
against  the  Americ/n  people  at  a  time 
when  our  boys  wer/  dying  on  every  bat¬ 
tlefield  in  the 

I  say  the  Was 
other  paper  th: 
article,  ought 
mails. 

The  SPEAKER.  The  time  of  the  gen¬ 
tleman  frofl  Mississippi  has  expired. 
PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Speaker;  I  ask  unanimous  consent  to  ad¬ 
dress  the  House  for  1  minute  and  revise 
and  extend  my  remarks. 

The  SPEAKER.  Is  there  objection  to 
the,request  of  the  gentleman  from  Michi¬ 
gan? 

l  -There  was  no  objection, 

y 


ington  Post,  and  every 
carried  his  syndicated 
be  excluded  from  the 


ADJOURNMENT  OF  CONGRESS 

Mr.  HOFFMAN  of  Michigan.  M 
Speaker,  the  press  of  yesterday  carri 
an  item  to  the  effect  that  the  Speaker 
advised  the  Congress  would  get  out  of 
here  a  little  sooner  if  we  did  not  maiie  so 
many  points  of  order.  I  do  notAcnow 
whether  he  was  correctly  quoted^or  not 
but  I  do  know  that  I  did  not  see  anything 
in  that  item  to  the  effect  tMt  if  we 
passed  all  the  legislation  the  administra¬ 
tion  wanted  we  would  get  ant  of  here 
quicker.  It  may  be  that  i/one  of  the 
reasons  for  keeping  us  hene — to  sort  of 
wear  us  down  until  we  tak^  it. 

EXTENSION  OF  RXMARKS 

Mr.  JENKINS  aske£  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  ap  editorial. 

Mr.  VELDE  asked,  "and  was  given  per¬ 
mission  to  extend/nis  remarks  in  the 
Record  in  two  instances,  in  one  to  in¬ 
clude  an  editorial' by  the  Ithaca  (N.  Y.) 
Journal. 

PRIVILEGES  OF  FREE  IMPORTATION  TO 

MEMBERS  OF  THE  ARMED  FORCES  OF 

OTHER  NATIONS 

Mr.  DOUOHTON.  Mr.  Speaker,  I  ask 
unanimoi/  consent  to  take  from  the 
Speaker ’/table  the  bill  (H.  R.  5086)  to 
accord  .privileges  of  free  importation 
to  members  of  the  armed  forces  of  other 
natioijS,  with  Senate  amendments  there¬ 
to,  and  concur  in  the  Senate  amend¬ 
ments. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ments  as  follows: 

/  Page  1,  line  3,  after  “That”  insert  “(a).” 

*  Page  2,  line  14,  strike  out  “Sec.  2.”  and  in¬ 
sert  “(b).” 

Page  2,  line  15,  strike  out  “act”  and  insert 
“section.” 

Page  2,  line  18,  strike  out  “Sec.  3.  This  act” 
and  insert  “(c)  This  section.” 

Page  2,  line  20,  strike  out  “its.” 

Page  2,  line  21,  after  “enactment”  insert 
"of  this,  act.” 

Page  2,  after  line  21,  insert: 

“Sec.  2.  Extension  of  time  for  claiming  re¬ 
fund  with  respect  to  war  losses. 

“The  joint.resolution  of  June  29, 1948  (Pub¬ 
lic  Law  828,  80th  Cong.),  is  hereby  amended 
by  striking  out  ‘1949’  wherever  appearing 
therein  and  inserting  in  lieu  thereof  ‘1950’.” 

Page  2,  after  line  21,  insert: 

“Sec.  3.  Extension  of  time  in  the  case  of  dis¬ 
charge  of  indebtedness. 

“Section  22  (b)  (9}  and  section  22  (b)  (10) 
of  the  Internal  Revenue  Code  are  hereby 
amended  by  striking  Opt  ‘1949’  and  inserting 
in  lieu  thereof  T950’."\ 

Page  2,  after  line  21,  insert: 

“Sec.  4.  Verification  of  returns. 

“(a)  Chapter  38  of  the  internal  Revenue 
Code  is  hereby  amended  byyinserting  at  the 
end  thereof  the  following  new  section: 

“  ’Sec.  3809.  Verification  of  returns;  penalties 
of  perjury. 

“‘(a)  Penalties:  Any  person  Who  willfully 
makes  and  subscribes  any  return,  -statement, 
or  other  document,  which  contains?©!’  is  veri¬ 
fied  by  a  written  declaration  that  it  is  made 
under  the  penalties  of  perjury,  and  which  he 
does  not  believe  to  be  true  and  correct  as  to 
every  material  matter,  shall  be  guilty  of  a 
felony,  and,  upon  conviction  thereof,  shall 
be  fined  not  more  than  $2,000  or  Imprisoned 
not  more  than  8  years,  or  both. 

'“(b)  Signature  presumed  correct:  The  fact 
that  an  individual’s  name  is  signed  to  a  re- 
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Since  the  submission  of  the  list  to  the 
Congress  in  April  1949,  the  regulations 
of  the  Administrator  of  Civil  Aero¬ 
nautics  were  changed  to  eliminate  en¬ 
tirely  the  condition  with  respect  to  the 
sale  of  gasoline  and  oil.  Massachusetts 
is  now  desirous  of  participating  in  this 
program  and  respectfully  requests  the 
approval  of  the  House  on  this  joint  reso¬ 
lution. 

[Mr.  HESELTON  addressed  the  House. 
His  remarks  will  appear  hereafter  in  thff 
Appendix.  ]  \ 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  I  withdraw  my  reservation  of 
objection. 

The  SPEAKER.  Is  there  ..objection  to 
the  request  of  the  gentleipan  from 
Texas? 

There  was  no  objection.  \ 

The  Clerk  read  the  resolution  as  fol¬ 
lows:  \ 

Resolved,  etc.,  That,  notwithstanding  the 
provisions  of  section  8  of  the  Federal  Airport 
Act,  the  Administrator  of  Civil  Aeronautics  is 
hereby  authorized  to  undertake  a  project  un¬ 
der  said  act  during  the  fiscal  year  1950  for 
development  of  the  Logan  International  Air-„_, 
port  at  Boston,  Mass.,  to  the  same  extent  and 
on  the  same  conditions  as  if  there  had  been 
included  in  the  list  of  projects  appended  to 
the  said  Administrator’s  request  for  author¬ 
ity  to  undertake  during  the  fiscal  year  1950 
certain  projects  for  the  development  of  class 
4  and  larger  airports,  which  was  submitted 
to  the  Congress  by  the  Acting  Secretary  of 
Commerce  under  date  of  April  18,  1949,  and 
published  as  Senate  Document  No.  77,  Eighty- 
first  Congress,  first  session,  in  the  appropri¬ 
ate  columns  of  said  list,  under  the  heading 
“Massachusetts,”  the  following: 

Location  and  name  of  airport:  Boston,  Lo¬ 
gan  International  Airport. 

Class:  Plan  6;  present,  6;  proposed,  6. 

Estimated  funds  required:  Sponsor’s 
matching  share,  $600,000;  Federal  tentative 
allocation,  $600,000;  total  funds,  $1,200,000. 

Total  estimated  costs:  Land,  $0;  buildings, 
$600,000;  other,  $600,000. 

Proposed  work:  Administration  building, 
grading,  drainage,  paving. 

The  resolution  was  ordered  to  be  en¬ 
grossed  and  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a  motion 
to  reconsider  was  laid  on  the  table. 
ELIMINATING  PREMIUM  PAYMENTS  IN 

THE  PURCHASE  OF  GOVERNMENT  ROI 

ALTY  OIL 

Mr.  ENGLE  of  California.  Mr.  Speak¬ 
er,  I  call  up  the  conference  report/m  the 
bill  (S.  1647)  to  eliminate  premium  pay¬ 
ments  in  the  purchase  of  Government 
royalty  oil  under  existing  cojfftracts  en¬ 
tered  into  pursuant  to  the  a/t  of  July  13, 
1946  (60  Stat.  533) ,  and  ask  unanimous 
consent  that  the  statement  of  the  man¬ 
agers  on  the  part  of  th/House  be  read  in 
iieu  of  the  report. 

The  Clerk  read  th£  title  of  the  bill. 

The  SPEAKER/  Is  there  objection  to 
the  request  o f  the  gentleman  from 
California? 

There  wap'no  objection. 

The  Clone  read  the  statement  of  the 
manager 

(For/^onference  report  and  statement, 
see  proceedings  of  the  House  of  August 
17,  1949.) 

iVIr.  MARTIN  of  Massachusetts.  Mr. 
^Speaker,  will  the  gentleman  yield? 


Mr.  ENGLE  of  California.  I  yield. 

Mr.  MARTIN  of  Massachusetts.  Will 
the  gentleman  state  whether  this  is  a 
complete  agreement  of  all  the  conferees? 

Mr.  ENGLE  of  California.  Yes;  it  is, 
and  also  a  complete  agreement  and 
unanimous  support  from  both  commit¬ 
tees  and  all  of  the  departments  of  the 
Government  involved. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
. limn . . . . 


AMENDMENTS  TO  SOCIAL  SECURITY  ACT 

Mr.  DOUGHTON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  I  may  have  until 
midnight  Monday  night  next  to  file  a 
committee  report  on  the  bill  (H.  R.  6000) 
to  amend  the  Social  Security  Act,  and 
that  the  minority  or  individual  members 
of  the  committee  may  have  a  like  privi¬ 
lege  to  file  minority  views  or  individual 
views. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  North 
Carolina? 

There  was  no  objection. 

THE  .BfflL  ETJHfiTIONa .  .Af  PBiQPBJ  ATIQN  - 

ACT,  1950 

Mr.  RANKIN.  Mr.  Speaker,  I  Ask 
unanimous  consent  that  my  resoLation, 
which  is  preferential,  be  carried  over 
until  Monday  and  maintain  y$e  same 


status. 

The  SPEAl 
the  request 
Mississippi? 


SR.  Is  there/ibjection  to 
the  gentleman  from 


There  was  no  cmjecti* 

EXTENSION Xj/  REMARKS 

Mr.  LANE.  Mr.^p^aker,  I  ask  unan¬ 
imous  consent  tq^xtent^  my  remarks  in 
the  Record  oiyrlouse  JWnt  Resolution 
338  immediately  following\the  remarks 
of  the  gentleman  from  \exas  [Mr. 
Beckwort^ 

The  §J*EAKER.  Is  there  Objection 
to  the yfequest  of  the  gentleman,,  from 
Massachusetts? 

There  was  no  objection. 

Ir.  SHEPPARD  asked  and  was  giv^ 
Emission  to  extend  his  remarks  in  thiH 
Iecord. 

Mr.  WAGNER  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  an  editorial  from 
the  Cincinnati  Post. 

Mr.  BARTLETT  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record. 

SCHOOL  FACILITIES  AT  PARKER  DAM 
PROJECT 

Mr.  MURDOCK.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (H.  R.  4330) 
to  authorize  the  appropriation  of  funds 
for  construction  and  acquisition  of 
school  facilities  at  Parker  Dam  power 
project. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Arizona? 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  reserving  the  right  to  object, 
will  the  gentleman  explain  this  bill? 

Mr.  MURDOCK.  Mr.  Speaker,  this 
bill  provides  for  the  building  of  school 


buildings  and  appurtenances  thereto  at 
the  Parker  Dam  in  the  State  of  Cali¬ 
fornia.  One-half  of  the  expense  of  the 
building  is  to  be  paid  for  by  the  Metro¬ 
politan  Water  District  which  dra^vs  its 
water  supply  from  the  Colorado  River 
at  that  point. 

Mr.  MARTIN  of  Massachusetts.  This 
will  cost  about  $250,000? 

Mr.  MURDOCK.  $265,-000. 

Mr.  MARTIN  of  Massachusetts.  This 
-Is  a  unanimous  report  of  the  commit- 
-tee?  / 

Mr.  MURDOCK.  A  unanimous  re- 

^01  the  copimittee,  yes.  I  have 
red  this  with  the  objectors  on  both 
sides  of  the  aisle,  as  well  as  with  the 
leadership. 

Mr.  MILLER  of  Nebraska.  Mr.  Speak¬ 
er,  reserving  the  right  to  object,  the 
House  ought  to  be  familiar  with  the  fact 
that  at  the  Parker  Dam  the  employees 
living  there  and  their  children  go  to  this 
school.  They  pay  little  or  no  tuition  to 
send  their  children  to  school.  They  are 
|  paying  rents  of  from  $14  to  $32  a  month, 

•  the  $32  a  month  rent  being  for  new  houses 
of  five  and  six  rooms,  the  $14  a  month 
being  for  three-room  apartments.  The 
cheaper  rent  is  on  temporary  housing.  I 
understand  they  get  free  light  and  heat. 
The  membership  of  the  House  ought  to 
recognize  the  fact  that  here  we  have  a 
Government  project  in  which  we  are 
spending  money  to  build  a  school.  It  is 
a  question  in  my  mind  whether  the  peo¬ 
ple  who  are  enjoying  the  school  facilities 
are  paying  the  proper  amount  of  money 
to  educate  their  own  children.  I  do  not 
believe  they  are  paying  their  proportion¬ 
ate  or  proper  share  for  the  education  of 
their  children.  I  am  not  going  to  object 
to  the  bill  at  this  time,  although  I  did 
raise  some  objection  in  committee.  It  is 
a  question  that  ought  to  be  studied  in 
the  near  future  as  to  whether  people  on 
projects  similar  to  this  are  making  their 
proper  contribution  to  the  cost  of  the 
education  of  their  children. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ari¬ 
zona? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

'  Re  it  enacted,  etc.,  That,  for  the  purpose  of 
aiotyig  in  the  operation  and  maintenance  of 
the  Parker  Dam  power  project,  there  is  hereby 
authorized  to  be  appropriated,  out  of  any 
moneys  .in  the  Treasury  not  otherwise  ap¬ 
propriated,  such  sums  as  may  be  necessary 
for  the  construction  and  acquisition  at  Parker 
Dam,  Calif. \of  necessary  school  buildings 
and  appurtenances,  including  not  to  exceed 
five  housing  uhfts  for  use  of  the  teaching 
staff,  and  for  the  purchase  of  desks,  furnish¬ 
ings,  and  other  suitable  facilities  for  the 
education  and  recreation  of  children  of  em¬ 
ployees  of  the  United  States  and  of  the 
Metropolitan  Water  District  of  Southern  Cal¬ 
ifornia,  and  other  chililren  living  in  the 
vicinity  of  Parker  Dam,  bttt  no  part  of  said 
sum  shall  be  used  for  payment  of  salaries  of 
teaching  personnel:  ProvidecfixPhat  one-half 
of  the  cost  of  all  of  such  facilities  shall  be 
repaid  by  the  Metropolitan  Water  District  of 
Southern  California  within  a  pelfod  of  4 
years  from  the  date  of  passage  of  tills  act, 
under  such  contractual  arrangements  ds  shall 
be  satisfactory  to  the  Secretary  of  the  In¬ 
terior:  Provided  further.  That  title  to  all,  of 
aforesaid  facilities  shall  be  and  remain  In 
the  United  States  until  otherwise  provided  bjk 
Congress. 
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With  the  following  committee  amend¬ 
ments  : 

Page  1,  line  6,  strike  out  "such  sums  as  may 
be  necessary”  and  insert  in  lieu  thereof  “not 
to  exceed  5255,000.” 

Page  2,  after  line  7,  insert  the  following 
‘‘with  interest  at  2V2  percent  per  annum.” 

Page  2,  line  9,  after  the  word  "California” 
insert  “to  he  credited  to  the  general  fund 
of  the  Treasury  of  the  United  States.” 

The  committee  amendments  were 
agreed  to.  ^ 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time.Svas  read  the  third 
time,  and  passed,  and  a  motion  to  re¬ 
consider  was  laid  on  the  k^ble. 

'  "V  WITHDRAWAL  AS  CoWsREE 

Mr.  AB3ITT.  Mr.  Speaker,  I  ask 
unanimous  consent  to  be  excised  as  a 
conferee  on  the  bill  H.  R.  2296. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  ..Vir¬ 
ginia? 

V  There  was  no  objection. 

The  SPEAKER.  The  Chair  appoints 
the  gentleman  from  Utah  [Mr.  Granger] 
as  a  conferee  in  place  of  the  gentleman 
from  Virginia  [Mr.  Abbitt]. 

CORRECTION  OP  ROLL  CALL 

Mr.  BATTLE.  Mr.  Speaker,  on  roll 
call  182  of  Tuesday,  August  16, 1  am  listed 
as  being  absent.  I  was  present  and  an¬ 
swered  to  my  name  and  I  ask  unanimous 
consent  that  the  permanent  Record  be 
corrected  accordingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Alabama? 

There  was  no  objection. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  O’SULLIVAN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  1  minute  and  to  revise  and  extend  my 
remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Nebraska? 

There  was  no  objection. 

NEW  PCST  OFFICE  AT  OMAHA,  NEBR. 

Mr.  O’SULLIVAN.  Mr.  Speaker,  it  is 
my  understanding  that  we  will  consider 
the  fourth  supplemental  deficiency  apj 
propriation  bill,  H.  R.  6008,  today,  ar 
in  view  of  that  fact  I  wish  to  advise,yfhe 
House  now  that  I  shall  endeavor  to/ffer 
an  amendment  to  H.  R.  6008  which  will 
include  therein  an  item  of  $150,000  to 
cover  the  additional  estimated  cost  of 
a  new  Omaha,  Nebr.,  post-cjfflce  site,  if 
such  an  amendment  is  nofsubject  to  a 
point  of  order.  In  view  of  the  fact  that 
I  have  always,  since  bei/g  a  Member  of 
this  body,  tried  to  be  helpful  under  like 
circumstances  to  otjaer  sections  of  the 
country,  I,  ask  the  /support  of  all  of  you 
for  my  amendment  if  you  feel  in  con¬ 
science  that  it  ^'meritorious. 

This  proposed  amendment  is  not  a 
matter  of  politics,  partisan  or  otherwise, 
and  has  no/political  aspects  at  all.  Sen¬ 
ator  ButjSer  and  Senator  Wherry,  of 
Nebraska,  have  both  sponsored  this 
amendment  in  the  Senate,  although  the 
Hou^e  conferees  have  objected  to  it  on 
a  previous  occasion. 

I  really  feel  that  we  need  a  new  Omaha, 
Nebr.,  post  office  very  bady,  and  so  does 


most  everyone  else  in  the  thirty-eighth 
largest  city  in  the  United  States. 

This  added  amount  is  necessary  in 
order  to  purchase  a  previously  selected 
tract  of  land  which  is  very  desirable  for 
the  intended  purposes. 

The  sum  of  $209,000  has  heretofore 
been  appropriated,  but  it  is  not  sufficient 
to  buy  this  proposed  land.  I  believe  this 
is  a  good  amendment  to  H.  R.  6008,  if 
I  am  permitted  to  present  it  to  the  com¬ 
mittee,  and  I  think  that  it  should  be 
adopted. 

SPECIAL  ORDERS  GRANTED 

Mr.  WELCH  of  California  asked  and 
was  given  permission  to  address  the 
House  for  8  minutes  today  following  any 
special  orders  heretofore  entered. 

Mr.  VURSELL  asked  and  was  given 
permission  to  address  the  House  for  30 
minutes  on  Monday  next,  following  any 
special  orders  heretofore  entered. 

Mr.  DCLLIVER  asked  and  was  given 
permission  to  address  the  House  for  15 
minutes  on  Tuesday  next,  following  any 
•special  orders  heretofore  entered. 

PERMISSION  TO  ADDRESS  THE  HOUSE  . 

Mf.  SUTTON.  Mr.  Speaker,  I  /sk 
unaiHpous  consent  to  address  the  IJbuse 
for  1  minute  and  to  revise  and  Jfxtend 
my  remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  ^rom  Tenn¬ 
essee?  \ 

There  was  rio  objectiory 

NATIONAL  DEFENSE 

Mr.  SUTTON.  ’Mr/ Speaker,  on  July 
25  the  House  Armed  Services  Committee 
approved  unanimously  H.  R.  4766  pro¬ 
viding  for  the  sum  of\$600,286,752  for 
national  defense.  The  chairman  of  the 
committee  ha/  not  deeme'd  it  advisable 
to  ask  for  a/rule  on  this  bill  because,  ac¬ 
cording  toMiis  statement,  he  does  not 
think  the  bill  will  pass  at  this  >time.  I 
do  not  believe  that  any  of  the  238  Mem¬ 
bers  isdio  voted  to  send  arms  across  the 
poiyf  yesterday  could  vote  againstVmr 
o\yft  national  defense  here.  I  urge  the 
lairman  of  the  Armed  Services  Com\ 
littee  to  ask  for  a  rule  on  this  measure, \ 
because  of  this  sum  $130,000,000  is  in¬ 
volved  in  our  Alaskan  defense,  which 
according  to  the  military  is  badly  need¬ 
ed  at  this  time.  I  hope  the  chairman  of 
the  Armed  Services  Committee  will  make 
an  urgent  appeal  and  press  for  a  rule  on 
this  bill  in  order  to  safeguard  and 
strengthen  our  defenses  here  in  America. 

EXTENSION  OF  REMARKS 

Mr.  HESELTON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  in  the  Record  on  House  Joint 
Resolution  338,  following  the  remarks  of 
the  gentleman  from  Massachusetts  [Mr. 
Lane]. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Massachusetts? 

There  was  no  objection. 

Mr.  SMITH  of  Wisconsin  asked  and 
was  given  permission  to  extend  his  re¬ 
marks  in  the  Record  in  four  instances 
and  include  extraneous  matter. 

Mr.  KEARNEY  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  an  article. 


Mr.  TOWE.  Mr.  Speaker,  I  ask  unar 
imous  consent  to  extend  my  remarkyin 
the  Record  and  include  extraneous  flat¬ 
ter.  I  am  informed  by  the  Public  Bfinter 
that  this  will  exceed  two  pagej/of  the 
Record  and  will  cost  $246,  but  Jrask  that 
it  be  printed  notwithstanding^ that  fact. 

The  SPEAKER.  Without  objection, 
notwithstanding  the  costyohe  extension 
may  be  made. 

There  was  no  objection. 

[The  matter  referred  to  appears  in  the 
Appendix.] 

Mr.  KEATINGS  asked  and  was  given 
permission  to  gxtend  his  remarks  in  the 
Record  and  i/clude  an  editorial. 

Mr.  BRE^fM  (at  the  request  of  Mr. 
McCulloch)  was  given  permission  to  ex¬ 
tend  his/remarks  in  the  Record  and  in¬ 
clude  aft  editorial. 

Mr/MACK  of  Washington  asked  and 
was/given  permission  to  extend  his  re- 
rks  in  the  Record  in  two  instances. 
PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  MILLER  of  Nebraska.  Mr.  Speak¬ 
er,  I  ask  unanimous  consent  to  address 
the  House  for  1  minute  and  to  revise  and 
extend  my  remarks. 

The  SPEAKER.  Is  there  objection 
to  the  reque'st  of  the  gentleman  from 
Nebraska? 

There  was  no  objection. 

FOURTH  DEFICIENCY  APPROPRIATIONS 

Mr.  MILLER  of  Nebraska.  Mr.  Speak¬ 
er,  the  power  to  tax  is  the  power  to  de¬ 
stroy.  Since  the  fourth  deficiency  ap¬ 
propriation  bill  is  now  before  the  House 
it  seems  appropriate  to  point  out  the 
spending  program  of  this  administra¬ 
tion.  It  is  my  understanding  that  bills 
have  already  been  passed,  which  the  ad¬ 
ministration  has  requested,  increases  the 
budget  more  than  $4,000,000,000.  If  all 
the  bills  presently  before  committees,  and 
which  your  administration  desires,  were 
passed,  the  increase  would  be  more  than 
$10,000,000,000  over  the  President’s  orig¬ 
inal  request.  In  other  words,  the  orig¬ 
inal  budget  presented  to  this  Congress 
was  not  an  honest  one,  and  the  Presi¬ 
dent  must  have  known  that  he  expected 
request  this  additional  spending. 

[r.  Speaker,  the  present  administra¬ 
tion,  in  the  4  years  since  the  war,  has 
sperik  $177,000,000,000.  This  is  more 
mone^Vthan  was  spent  in  152  years  by 
all  administrations.  During  these  152 
years  th^xe  were  four  major  wars  and 
several  depressions.  Yes,  in  a  single 
month  thisv  peacetime  Government 
spends  as  mu6{i  as  $3,300,000,000.  This 
is  equal  to  the  total  cost  of  4  years  of  the 
Civil  War.  \ 

Mr.  Speaker,  andiny  colleagues,  when, 
oh  when  is  this  extravagant  spending 
going  to  stop.  It  should  be  apparent  to 
every  one  of  you  that  \^e  cannot  con¬ 
tinue  on  this  drunken  spending  spree 
without  bankrupting  our  country. 

I  can  tell  you,  my  colleague,-  that  the 
people  of  my  district  want  more1'efficiency 
and  less  spending  by  our  Federal  Gov¬ 
ernment.  I  was  home  a  few  day$  and 
my  people  came  to  me  complaining  about 
the  spending  by  this  Congress.  Many  of 
them,  instead  of  calling  this  the  Fair 
Deal  refer  to  it  as  the  Fraud  State  or 
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Mr.  Doughton,  from  the  Committee  on  Ways  and  Means,  submitted 

the  following 

REPORT 

[To  accompany  H.  R.  6000] 


The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.  R.  6000)  to  extend  and  improve  the  Federal  old-age  and  survivors 
insurance  system,  to  amend  the  public  assistance  and  child  welfare 
provisions  of  the  Social  Security  Act,  and  for  other  purposes,  having 
considered  the  same,  report  favorably  thereon  without  amendment 
and  recommend  that  the  bill  do  pass. 

Introduction 

I.  PURPOSE  AND  SCOPE  OF  THE  BILL 

The  President  advised  the  Congress  in  his  message  on  the  state  of 
the  Union  on  January’ 5,  1949: 

The  present  coverage  of  the  social-security  laws  is  altogether  inadequate,^  and 
benefit  payments  are  too  low.  One-third  of  our  workers  are  not  covered.  Those 
who  receive  old-age  and  survivors  insurance  benefits  receive  an  average  payment 
of  only  $25  a  month.  Many  others  who  cannot  work  because  they  are  physically 
disabled  are  left  to  the  mercy  of  charity.  We  should  expand  our  social-security 
program,  both  as  to  size  of  benefits  and  extent  of  coverage,  against  the  economic 
hazards  due  to  unemployment,  old  age,  sickness,  and  disability. 

Your  committee  has,  for  the  past  6  months,  made  a  very  intensive 
study  of  the  old-age  and  survivors  insurance  provisions  (title  II) 
and  public  assistance  and  child  welfare  provisions  (titles  I,  IV,  V ,  and 
X)  of  the  Social  Security  Act.  It  has  carefully  considered  the  prob¬ 
lems  of  economic  insecurity  and  dependency.  The  opinions  of  all 
interested  groups  have  been  heard  and  weighed.  The  overwhelming 
weight  of  testimony  was  in  agreement  on  the  broad  proposition  that 
the  framework  of  the  Social  Security  Act  is  sound  and  that  the  act 
should  be  amended  to  widen  the  scope  and  increase  the  protection 
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afforded  by  both  the  old-age  and  survivors  insurance  and  the  public 
assistance  programs. 

Ten  years  have  elapsed  since  the  last  major  revision  of  the  Social 
Security  Act  established  the  scale  of  monthly  benefits  under  the  old- 
age  and  survivors  insurance  system  in  effect  today.  During  this  time, 
a  great  deal  of  experience  has  been  built  up  which  now  permits  us  to 
assess  the  strength  and  weakness  of  the  social-security  system  in 
relation  to  its  place  in  the  economy.  During  this  period  broad  devel¬ 
opments  have  also  occurred  which  make  it  necessary  to  resurvey  the 
principles  and  objectives  of  the  social-security  program  as  they  relate 
to  current  economic  conditions. 

The  Congress  is  faced  with  a  vital  decision  which  cannot  long  be 
postponed.  Inadequacies  in  the  old-age  and  survivors  insurance  pro¬ 
gram  have  resulted  in  trends  which  seriously  threaten  our  economic 
well-being.  The  assistance  program,  instead  of  being  reduced  to  a 
secondary  position  as  was  anticipated,  still  cares  for  a  much  larger 
number  of  people  than  the  insurance  program.  Furthermore,  the 
average  payments  under  assistance  have  more  than  doubled  in 
amount  since  1939  while  benefits  under  insurance  have  scarcely  risen 
at  all.  There  are  indications  that  if  the  insurance  program  is  not 
strengthened  and  expanded,  the  old-age  assistance  program  may 
develop  into  a  very  costly  and  ill-advised  system  of  noncontributory 
pensions,  payable  not  only  to  the  needy  but  to  all  individuals  at  or 
above  retirement  age  who  are  no  longer  employed.  Moreover,  there 
are  increasing  pressures  for  special  pensions  for  particular  groups  and 
particular  hazards.  Without  an  adequate  and  universally  applicable 
basic  social  insurance  system,  the  demands  for  security  by  segments 
of  the  population  threaten  to  result  in  imbalanced,  overlapping,  and 
competing  programs.  The  financing  of  such  plans  may  become 
chaotic,  their  economic  effects  dangerous.  There  is  a  pressing  need 
to  strengthen  the  basic  system  at  once  before  it  is  undermined  by  these 
forces.  Once  the  basic  system  is  firmly  established,  any  remaining 
special  needs  of  particular  groups  can  be  assessed  and  met  in  an  orderly 
fashion. 

The  time  has  come  to  reaffirm  the  basic  principle  that  a  contribu¬ 
tory  system  of  social  insurance  in  which  workers  share  directly  in 
meeting  the  cost  of  the  protection  afforded  is  the  most  satisfactory 
way  of  preventing  dependency.  A  contributory  system,  in  which 
both  contributions  and  benefits  are  directly  related  to  the  individual’s 
own  productive  efforts,  prevents  insecurity  while  preserving  self- 
reliance  and  initiative. 

Under  social  insurance,  benefits  are  computed  individually  in  each 
case,  on  the  basis  of  earnings  in  covered  employment.  Because 
benefits  are  related  to  average  earnings  and  hence  reflect  the  standard 
of  living  which  an  individual  has  achieved,  ambition  and  effort  are 
rewarded;  since  they  are  also  related  to  length  of  service  in  covered 
work,  individual  productivity  is  encouraged  and  the  Nation’s  total 
production  is  increased. 

Because  benefits  under  the  insurance  system  are  paid  as  a  matter 
of  right  following  cessation  of  substantial  covered  employment,  the 
worker’s  dignity  and  independence  are  preserved. 

Knowing  that  any  assets  and  resources  he  may  accumulate  will  not 
disqualify  him  and  his  dependents  for  benefits,  "the  worker  is  encour- 
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aged  to  make  private  savings  in  order  to  supplement  his  social  insur¬ 
ance  benefits. 

Social  insurance  has  other  desirable  attributes.  Because  benefits 
are  geared  to  contributions,  the  pressure  for  an  unwarranted  scale  of 
payments  is  held  at  a  minimum.  Social  insurance  has  a  stabilizing 
influence  on  the  economy  by  maintaining  steady  flow  of  purchasing 
power  in  adverse  times,  and  thus  helping  to  protect  the  Nation  from 
serious  economic  maladjustment. 

For  these  reasons  the  contributory  system  of  old-age  and  survivors 
insurance,  with  benefits  related  to  earnings  and  paid  as  a  matter  of 
right,  should  continue  to  be  the  basic  method  for  preventing  depend¬ 
ency.  Insurance  against  wage  loss  due  to  permanent  and  total  disa¬ 
bility  will  round  out  the  protection  of  the  insurance  system.  The 
assistance  program,  with  payments  related  to  need,  should  continue 
to  serve  the  function  of  filling  the  gaps  left  by  the  social  insurance 
program,  and  for  this  purpose  it  should  be  strengthened  and  improved. 
The  function  of  assistance  is  to  supplement  insurance  when  necessary. 
The  bill  is  designed  to  speed  the  clay  when  most  of  the  aged  and  of 
the  Nation’s  dependent  families  will  look  to  the  insurance  program 
for  protection  and  when  the  role  of  public  assistance  can  be  drastically 
curtailed. 


II.  BACKGROUND  AND  HISTORY  OF  LEGISLATION 

A.  Social  Security  Ad  of  1935 

This  act  provided  a  system  of  old-age  insurance  for  persons  working 
in  industry  and  commerce  as  a  long-run  safeguard  against  the  oc¬ 
currence  of  old-age  dependency.  To  help  alleviate  immediate  needs, 
Federal  grants  were  provided  to  States  for  three  forms  of  public 
assistance:  For  the  needy  aged,  the  needy  blind,  and  dependent  chil¬ 
dren.  The  old-age  insurance  plan  provided  monthly  benefits  (begin¬ 
ning  in  1942)  only  for  the  insured  worker  in  his  old  age  and  also  lump¬ 
sum  death  benefits.  A  tax  was  imposed  on  employers  and  employees 
at  a  rate  of  1  percent  each  for  1937-39,  1  %  percent  for  1940-42,  2 
percent  for  1943-45,  2K  percent  for  1946-48,  and  3  percent  thereafter. 
An  old-age  reserve  account  was  created,  to  which  Congress  annually 
appropriated  funds  in  amounts  "determined  on  a  reserve  basis  in 
accordance  with  accepted  actuarial  principles”;  in  actual  practice 
these  appropriations  closely  approximated  the  tax  receipts  less  ad¬ 
ministrative  costs  which  were  met  out  of  the  general  treasury. 

B.  1939  revision  of  the  Social  Security  Act 

The  amendments  considerably  broadened  the  protection  of  the 
old-age  insurance  system.  Supplementary  benefits  were  provided 
for  the  eligible  wife  and  children  of  a  retired  worker  and  for  the  surviv¬ 
ing  widow  and  children  (in  certain  instances  also  for  surviving  de¬ 
pendent  parents).  The  beginning  date  for  payment  of  monthly  bene¬ 
fits  was  advanced  to  January  1940.  Benefits  payable  in  the  early  years 
were  increased,  while  benefits  were  reduced  for  unmarried  workers 
with  high  earnings  who  would  retire  after  many  years  of  coverage. 
This  was  accomplished  by  basing  the  benefits  on  average  covered 
wages  rather  than  on  total  covered  wages.  The  tax  rate  on  employers 
and  employees  was  held  at  1  percent  each  through  1942,  and  was  then 
to  follow  the  original  schedule.  Further,  it  was  provided  that  an 


4 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  194  9 


amount  equal  to  the  tax  collections  would  be  appropriated  to  the  fund 
and  the  requirement  as  to  annual  appropriations  being  “determined 
on  a  reserve  basis  in  accordance  with  accepted  actuarial  principles” 
was  removed. 

The  1939  amendments  also  liberalized  the  assistance  provisions  by 
increasing  the  individual  maximums  for  the  needy  aged  and  for  the 
needy  blind,  upon  which  the  matching  by  the  Federal  Government  is 
based,  from  $30  per  month  to  $40.  Also  the  Federal  matching  propor¬ 
tion  for  aid  to  dependent  children  was  increased  from  one-third  to 
one-half,  and  the  age  limit  was  raised  from  16  to  18.  Further,  it  was 
required  that  States  in  determining  need  for  assistance  take  into  ac¬ 
count  income  and  resources  of  applicants. 

C.  Legislation  during  1940-45 

In  1943  and  in  subsequent  years  legislation  was  passed  to  maintain 
the  old-age  and  survivors  insurance  contribution  rate  at  1  percent 
each  on  employers  and  employees,  rather  than  letting  it  rise  as  sched¬ 
uled  in  the  1939  amendments.  In  1943  the  law  was  changed  to 
authorize  appropriation  from  general  revenues  to  the  trust  fund  of 
“such  additional  sums  as  may  be  required  to  finance  the  benefits  and 
payments  under  the  insurance  program”  (to  date  no  appropriations 
have  been  made  under  this  provision). 

D.  The  1946  amendments 

Provision  was  made  for  survivors  insurance  benefits  in  respect  to 
World  War  II  veterans  who  die  within  3  years  of  discharge  from  the 
armed  forces,  provided  that  such  survivors  are  not  entitled  to  pen¬ 
sions  under  veterans’  laws.  The  amendments  also  froze  the  old-age 
and  survivors  insurance  contribution  rate  at  1  percent  for  1947  and 
made  a  number  of  technical  changes  which  slightly  liberalized  benefits 
and  simplified  certain  aspects  of  the  program. 

The  funds  available  to  States  for  public  assistance  were  increased 
substantially.  For  the  period  October  1946  through  December  1947 
the  Federal  matching  proportion  for  the  aged  and  the  blind  was  raised 
from  a  straight  one-half  to  two-thirds  of  the  first  $15  per  month  and 
one-half  thereafter,  while  at  the  same  time  the  maximum  individual 
grant  upon  which  matching  could  be  made  was  raised  from  $40  to  $45. 
For  aid  to  dependent  children  the  Federal  share  was  raised  from  a 
uniform  one-half  to  two-thirds  of  the  first  $9  and  one-half  thereafter, 
with  the  individual  maximums  being  raised  from  $18  for  the  first  child 
andJ512  for  each  additional  child  to  $24  and  $15  respectively. 

E.  Amendments  after  1946 

In  1947  the  old-age  and  survivors  insurance  contribution  rate  was 
again  frozen  at  1  percent  effective  through  1949;  the  rate  was  to  be 
1%  percent  in  1950-51  and  2  percent  thereafter.  The  increased  grants 
for  public  assistance  provided  in  the  1946  amendments,  scheduled  to 
expire  in  December,  were  extended  through  June  1950. 

In  1948  Congress  amended  the  Social  Security  Act  by  passing  two 
bills  over  the  President’s  veto.  Public  Law  492,  Eightieth  Congress, 
excluded  certain  newspaper  vendors  from  the  coverage  of  old-age  and 
survivors  insurance.  Public  Law  642,  Eightieth  Congress,  amended 
the  definition  of  “employee”  so  as  to  deprive  of  coverage  those  who 
were  not  employees  under  the  usual  common-law  rules  applicable  in 
determining  employer-employee  relationship.  The  public  assistance 
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provisions  were  again  liberalized.  For  the  aged  and  the  blind  the 
Federal  Government  would  pay  three-fourths  of  the  first  $20  of  average 
payment  and  one-half  thereafter,  with  the  individual  matchable  maxi¬ 
mum  raised  to  $50  per  month.  The  matching  grants  for  aid  to  de¬ 
pendent  children  were  raised  to  three-fourths  of  the  first  $12  of  the 
average  payment  per  child  and  one-half  thereafter,  with  the  individual 
matchable  maximum  payments  being  $27  for  the  first  child  and  $18  for 
each  additional  child. 

F.  Hearings  of  19J+9 

Your  committee  has  attentively  followed  the  operation  of  the  social- 
security  program  throughout  the  years  and  had  a  thorough  study  pre¬ 
pared  by  a  special  staff  of  experts  in  1945.  It  has  had  the  advantage 
of  the  studies  of  special  committees  composed  of  outstanding  citizens 
such  as  the  Social  Security  Advisory  Council  of  the  Senate  Committee 
on  Finance  which  submitted  an  extensive  and  exhaustive  report  and 
recommendations  in  1948.  It  has  studied  the  annual  recommenda¬ 
tions  of  the  Social  Security  Administration.  It  has  conducted 
extended  public  hearings  on  several  occasions. 

This  year  your  committee  conducted  public  hearings  on  the  public 
assistance  and  welfare  features  of  social  security  from  February  28 
through  March  23,  and  on  old-age,  survivors,  and  disability  insurance 
from  March  24  through  April  27.  At  the  hearings  on  public  assist¬ 
ance  and  public  welfare,  oral  testimony  was  given  by  88  persons, 
including  14  Members  of  Congress,  22  officials  of  State  and  local 
welfare  organizations,  8  Federal  officials,  and  44  other  persons,  most 
of  whom  represented  special  groups  interested  in  welfare  activities. 
At  the  hearings  on  old-age,  survivors,  and  disability  insurance  the 
committee  heard  165  individuals  who  testified  in  person,  among  whom 
were  5  Members  of  Congress,  9  Federal  officials,  7  officials  of  State 
and  local  governments,  56  representatives  of  employee  and  labor 
organizations,  36  employer  representatives,  and  52  other  persons 
representing  themselves  or  various  organized  groups  of  citizens.  In 
addition  to  the  direct  testimony,  several  witnesses  filed  supplementary 
statements  at  both  hearings,  and  a  number  of  persons  who  were 
unable  to  appear  before  your  committee  placed  statements  in  the 
record.  In  all,  your  committee  took  1,079  pages  of  testimony  on 
public  assistance  and  public  welfare  and  1,471  pages  on  old-age,  sur¬ 
vivors,  and  disability  insurance. 

Your  committee  has  held  executive  sessions  over  a  period  of  16  weeks 
and  has  painstakingly  considered  the  social-security  program  both  as 
to  the  operation  of  specific  proposals  and  the  effect  of  the  program  on 
the  economy.  Your  committee  is  convinced  that  a  sound  and  effective 
social-insurance  program  is  essential  to  the  smooth  functioning  of  our 
democratic  society. 

III.  SUMMARY  OF  PRINCIPAL  PROVISIONS  OF  THE  BILL 

A.  Old-age  and  survivors  insurance 

1.  Extension  of  coverage. — Old-age  and  survivors  insurance  coverage 
would  be  extended  to  add  approximately  11,000,000  new  persons  to 
the  35,000,000  persons  now  covered  during  an  average  week.  The 
groups  added  to  the  system  under  the  bill  are  as  follows: 

(a)  Nonfarm  self-employed  persons  (other  than  physicians,  lawyers, 
dentists,  osteopaths,  veterinarians,  chiropractors,  optometrists,  Chris- 
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tian  Science  practitioners,  publishers,  and  aeronautical,  chemical, 
civil,  electrical,  mechanical,  metallurgical,  or  mining  engineers)  whose 
net  earnings  from  self-employment  total  $400  or  more  per  year 
(about  4.5  million). 

( b )  Employees  of  State  and  local  governments,  if  the  State  enters 
into  a  voluntary  compact  with  the  Federal  Security  Agency  (except 
for  certain  transit  workers  who  are  covered  compulsorily) ,  provided 
that  such  employees  who  are  under  an  existing  retirement  system  shall 
be  covered  only  if  such  employees  and  adult  beneficiaries  of  the  retire¬ 
ment  system  shall  so  elect  by  a  two-thirds  majority  (about  3.8  million). 

(c)  Domestic  servants  in  a  private  home  (but  not  if  employed  on  a 
farm  operated  for  profit),  whose  cash  earnings  are  $25  or  more  per 
quarter,  and  who  work  26  days  or  more  per  quarter,  for  one  employer 
(about  950,000). 

( d)  Employees  of  nonprofit  institutions  other  than  ministers  and 
members  of  rehgious  orders,  but,  if  the  employer  does  not  elect 
voluntarily  to  pay  the  employer’s  tax,  the  employee  would  receive 
credit  with  respect  to  only  one-half  his  wages  for  the  employee’s  tax 
which  is  compulsorily  imposed  upon  him  (about  600,000). 

(e)  Agricultural  processing  workers  off  the  farm  and  certain  other 
types  of  essentially  commercial  or  industrial  border-line  agricultural 
labor;  also  employees  of  nonprofit  agricultural  and  horticultural 
organizations  (about  200,000). 

if)  Federal  employees  not  covered  under  any  retirement  system 
except  temporary  workers,  elective  officials,  “dollar-a-year”  employees 
etc.;  employees  of  farm  loan  and  production  credit  organizations 
(about  100,000). 

(g)  Americans  employed  by  an  American  employer  outside  the 
United  States  and  employees  on  American  aircraft  outside  the  United 
States  (about  150,000). 

( h )  Employees  and  self-employed  in  the  Virgin  Islands  (about 
5,000)  and,  if  requested  by  the  legislature,  in  Puerto  Rico  (about 
250,000). 

( i )  Salesmen,  and  certain  other  employees,  who  were  deprived  of 
status  as  employees  by  Public  Law  642,  Eightieth  Congress,  the  so- 
called  Gearhart  resolution  (about  500,000  to  750,000). 

2.  Liberalization  oj  benefits. — (a)  About  2.6  million  persons  currently 
receiving  old-age  and  survivors  insurance  benefits  would  have  their 
monthly  benefit  increased  on  the  average  by  about  70  percent. 
Increases  would  range  from  50  percent  for  highest  benefit  groups 
to  as  much  as  150  percent  for  lowest  benefit  groups.  The  average 
primary  benefit  is  now  approximately  $26  per  month  for  a  retired 
insured  worker  and  under  the  bill  it  would  be  approximately  $44. 
Illustrative  figures  for  individual  cases  are  shown  in  the  table  below: 

Present  primary  insurance  benefit  New  primary  insurance  amount 


$10 

$25 

15' 

31 

20 

36 

25 

44 

30 

51 

35 

55 

40 

60 

45 

64 

( b )  Persons  who  retire  after  1949  would  have  their  benefits  com¬ 
puted  under  the  following  new  formula,  with  resulting  benefits 
approximately  double  the  average  benefits  payable  today: 
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(i)  Fifty  percent  of  first  $100  of  average  monthly  wage,  plus  10 
percent  of  the  next  $200  (based  on  the  maximum  wage  and  tax 
base  of  $3,600  per  jmar).  Tins  amount  would  be  increased  by 
one-half  percent  for  each  year  of  coverage,  and  would  be  reduced 
proportionately  to  take  into  account  the  time  not  spent  in  covered 
employment.  For  example,  assume  that  the  worker  retired  before 
1956  and  had  10  years  of  coverage  since  1936,  and  that  he  had  an 
average  monthly  wage  over  his  years  of  coverage  of  $200  per 
month.  His  base  amount  would  then  be  $60  (50  percent  of  the 
first  $100  of  average  wage  plus  10  percent  of  the  next  $100  of 
average  wage,  or  $50+ $10).  The  amount  coming  from  the  incre¬ 
ment  is  5  percent  of  the  base  amount  (since  there  are  10  years  of 
coverage  at  %  percent  each)  or  $3.  The  primary  insurance 
amount  is  then  $63. 

(ii)  The  minimum  primary  benefit  under  existing  law  of  $10 
per  month  would  be  increased  to  $25. 

(iii)  The  maximum  family  benefit  under  existing  law  of  $85 
per  month  would  be  increased  to  $150,  but  not  to  more  than  80 
percent  of  the  average,  monthly  wage  of  the  insured  person. 

(iv)  Lump-sum  death  payments  would  be  made  for  all  insured 
deaths  instead  of  only  for  deaths  with  respect  to  which  immediate 
monthly  survivors  benefits  are  not  payable,  as  limited  by  present 
law. 

3.  Computation  of  average  wage. — The  average  wage  of  an  insured 
worker  would  be  the  average  earned  in  all  years  of  coverage  (years 
after  1949  in  which  $400  or  more  was  earned  in  covered  employment; 
prior  to  1950,  years  of  coverage  are  credited  for  $200  or  more  of  wages) 
after  either  1936  or  after  1949,  and  before  the  worker  dies  or  retires, 
whichever  yields  the  higher  average  wage. 

4.  Eligibility  for  benefits. — In  order  to  qualify  for  both  old-age  and 
survivors  insurance  benefits  under  present  law,  a  person  must  have 
either  (a)  quarters  of  coverage  (calendar  quarters  after  1949  in  which 
$100  or  more  was  earned  in  covered  employment;  prior  to  1950, 
quarters  of  coverage  are  credited  for  $50  or  more  of  wages)  equal  to 
one-half  of  the  number  of  quarters  since  1936  and  before  age  65  or 
death,  or  (6)  40  quarters  of  coverage.  Under  the  bill  a  third  alterna¬ 
tive  qualification  of  20  quarters  of  coverage  out  of  the  40-quarter 
period  ending  at  death  or  at  age  65,  or  any  later  date,  would  be  added. 
This  would  be  of  particular  advantage  to  newly  covered  workers  since 
it  would  enable  them  to  qualify  more  quickly. 

5.  Limitation  on  earnings  of  beneficiaries . — The  amount  a  beneficiary 
may  earn  in  covered  employment  without  loss  of  benefits  would  be 
increased  from  $14.99  to  $50  per  month.  After  age  75,  benefits  would 
be  payable  regardless  of  amount  of  earnings  from  employment. 

B.  Permanent  and  total  disability  insurance 

1.  Coverage. — All  persons  covered  by  the  old-age  and  survivors 
insurance  program  would  have  protection  against  the  hazard  of  en¬ 
forced  retirement  and  loss  of  earnings  caused  by  permanent  and  total 
disability. 

2.  Benefits. — Permanently  and  totally  disabled  workers  would 
have  their  benefits  and  average  wage  computed  on  the  same  basis 
as  for  old-age  benefits,  but  no  payments  would  be  available  for 
dependents  of  disabled  workers. 

3.  Eligibility  for  benefits. — An  individual  would  be  insured  for 
disability  benefits  if  he  had  both  (a)  6  quarters  of  coverage  out  of  the 
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13-quarter  period  ending  when  his  disability  occurred,  and  (6)  20 
quarters  of  coverage  out  of  the  40-quarter  period  ending  when  his 
disability  occurred. 

C.  Old-age  and  survivors  insurance  benefits  for  World  War  II  veterans 
World  War  II  veterans  would  be  given  wage  credits  under  the  old- 

age,  survivors,  and  disability  insurance  program  of  $160  per  month 
for  the  time  spent  in  military  service  between  September  16,  1940, 
and  July  24,  1947. 

D.  Financing  of  old-age,  survivors,  and  disability  insurance 

1.  Taxable  wage  base. — The  total  annual  earnings  on  which  benefits 
would  be  computed  and  contributions  paid  is  raised  from  $3,000 
to  $3,600. 

2.  Contribution  schedule—  Employers  and  employees  would  continue 
to  share  equally,  with  the  rate  for  each  being  as  follows  (since  1936  the 
rate  has  been  1  percent) : 


Rate, 

Calendar  years:  percent 

1950 _  1% 

1951-59 _ 2 

1960-64 _ 2}i 

1965-69 _ 3 

1970  and  after _ 3% 


The  self-employed  who  are  covered  would  pay  1  %  times  the  above 
rates. 

E.  Public  assistance  and  welfare  services 

1 .  Extension  of  State-Federal  public  assistance  programs. — -Aid  would 
be  extended  to  persons  not  now  eligible  for  assistance,  as  follows: 

(a)  Permanently  and  totally  disabled  needy  persons  would  become 
eligible  for  State-Federal  assistance  by  the  establishment  of  a  fourth 
category,  with  the  Federal.  Government  sharing  in  the  costs  in  the 
same  manner  as  for  old-age  assistance  and  aid  to  the  blind. 

( b )  The  mother,  or  other  adult  relative  with  whom  an  eligible 
dependent  child  is  living,  would  become  eligible  as  a  recipient  under 
the  aid  to  dependent  children  program,  and  the  Federal  Government 
would  share  in  the  costs  of  the  aid  furnished  such  mother  or  relative. 

2.  Increase  in  Federal  share  of  public  assistance  costs. — The  bill 
would  strengthen  financing  of  public  assistance  in  all  States,  and, 
particularly,  would  enable  States  with  low-average  payments  to  raise 
the  level  of  payments  to  needy  recipients  under  the  State-Federal 
program.  Federal  funds  would  be  made  available  to  the  States  under 
the  following  matching  formula : 

( a )  For  old-age  assistance,  aid  to  the  blind  and  aid  to  the  totally 
and  permanently  disabled,  Federal  funds  will  equal  four-fifths  of  the 
first  $25  per  recipient  plus  one-half  of  the  next  $10  plus  one-third  of 
the  next  $15  with  a  maximum  of  $50  on  individual  assistance 
payments. 

(b)  For  aid  to  dependent  children,  Federal  funds  will  equal  four- 
fifths  of  the  first  $15  per  recipient  (including  one  adult  in  each  family) 
plus  one-half  of  the  next  $6,  plus  one-third  of  the  remainder,  with 
maximums  on  individual  assistance  payments  of  $27  for  the  adult 
plus  $27  for  the  first  child  plus  $18  for  each  additional  child  in  the 
family. 

3.  Public  medical  institutions. — The  Federal  Government  would 
share  in  the  payments  made  by  the  States  and  localities  to  the  needy 
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aged,  blind,  and  permanently  and  totally  disabled  recipients  residing 
in  public  medical  institutions,  instead  of  limiting  Federal  participation 
to  payments  made  to  recipients  residing  in  private  institutions  as 
provided  in  present  law. 

4.  Direct  payment  Jor  medical  care. — States  would  be  authorized  to 
make  direct  payments  to  medical  practitioners  or  institutions  furnish¬ 
ing  medical  care  to  recipients  of  State-Federal  public  assistance. 
Under  existing  law  the  Federal  Government  does  not  participate  in 
the  cost  of  medical  care  for  recipients  unless  payment  for  such  care 
is  made  directly  to  the  recipient. 

5.  Child-welfare  services. — Authorization  for  child-welfare  services 
in  rural  areas  or  areas  of  special  need  would  be  increased  from  3.5 
million  dollars  per  year  to  7  million  dollars.  The  use  of  child-welfare 
funds  would  be  authorized  for  purposes  of  returning  interstate  run¬ 
away  children  to  their  homes. 

6.  Cost. — The  estimated  additional  cost  to  the  Federal  Government 
for  the  public-assistance  and  welfare-services  amendments  would  be 
256  million  dollars  annually. 

F.  Puerto  Rico  and  the  Virgin  Islands 

The  old-age,  survivors,  and  disability  insurance  program  and 
Federal  participation  in  public  assistance  would  be  extended  to  Puerto 
Rico  and  the  Virgin  Islands. 

Old-Age  and  Survivors  Insurance 

IV.  EXTENSION  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  COVERAGE 

A.  General 

The  old-age  and  survivors  insurance  system  now  covers  some 
35,000,000  workers  during  the  course  of  an  average  week.  The  bill 
would  extend  coverage  to  about  11,000,000  of  the  25,000,000  workers 
not  now  covered.  Specifically,  coverage  would  be  extended  to  self- 
employed  persons  other  than  farmers  and  certain  professional  groups, 
employees  of  State  and  local  governments,  domestic  servants  em¬ 
ployed  on  a  regular  basis  in  other  than  farm  homes,  employees  of 
nonprofit  organizations,  and  certain  other  smaller  groups  that  will 
be  described  hereafter. 

The  bill  would  not  extend  coverage  to  persons  engaged  in  agri¬ 
culture  (whether  as  self-employed  individuals  or  as  employees), 
Federal  employees  covered  under  retirement  systems,  members  of 
the  armed  forces,  railroad  employees,  the  self-employed  professional 
groups  mentioned  previously,  and  certain  other  smaller  groups  of 
workers. 

Your  committee  has  given  extensive  consideration  to  the  advisa¬ 
bility  of  extending  coverage  to  agricultural  employees,  to  self- 
employed  farm  operators,  and  to  other  self-employed  groups  excluded 
under  the  bill.  However,  your  committee  believes  that  further 
study  must  be  given  to  the  special  problems  involved  in  the  coverage 
of  these  groups. 

B.  Specific  coverage  groups  added 

1.  Tice  nonfarm  self-employed. — During  the  hearings  on  the  1939 
amendments  to  the  Social  Security  Act,  testimony  was  presented  to 
the  effect  that  coverage  of  self-employed  persons  appeared  to  involve 
difficult  problems  of  administration  and  that  it  should  therefore  be 
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postponed  until  the  administrative  agencies  had  further  expcrionco 
with  the  coverage  of  employees  in  industry  and  commerce.  Since  that 
time,  practicable  administrative  procedures  for  coverage  of  the  self- 
employed  have  been  developed.  After  a  careful  consideration  of  the 
proposed  methods  for  extending  coverage  to  the  nonfarm  self-em¬ 
ployed,  your  committee  believes  that  the  insurance  system  should 
now  be  extended  to  this  group,  except  for  certain  professional  classes. 

Under  the  bill  the  coverage  of  the  self-employed  is  compulsory. 
Your  committee  gave  thorough  consideration  to  the  possibility  of 
coverage  on  a  voluntary  basis,  but  there  are  fundamental  objections 
to  that  approach.  The  history  of  voluntary  social  insurance  in  the 
United  States  and  in  other  countries  indicates  definitely  that  only  a 
very  small  proportion  of  all  eligible  individuals  actually  elect  to  partici¬ 
pate.  Moreover,  those  who  do  elect  are  usually  not  persons  of  below- 
average  income  who  are  in  the  greatest  need  of  such  protection.  In 
addition,  voluntary  coverage  would  probably  attract  almost  exclusively 
people  who  are  already  aged  and  others  who  can  foresee  a  large  pos¬ 
sible  return  for  their  contributions;  as  a  result,  the  program  would  be 
faced  with  adverse  selection  of  risks,  and  consequently  there  would  be  a 
serious  drain  on  the  trust  fund. 

The  total  number  of  nonfarm  self-employed  persons  who  would  be 
covered  during  an  average  week  is  about  4.5  million.  Between  35  and 
40  percent  of  the  total  number  are  storekeepers  and  other  retailers, 
including,  for  example,  proprietors  of  unincorporated  shoe  stores, 
clothing  stores,  grocer}^  stores,  restaurants,  and  filling  stations. 
Approximately  20  to  25  percent  are  proprietors  of  such  service  estab¬ 
lishments  as  hotels,  boarding  houses,  garages,  laundries,  barber  shops, 
and  places  of  amusement.  From  12  to  15  percent  are  engaged  in  the 
construction  industry,  including  small-scale  plumbing,  painting,  and 
electrical  contractors.  The  remaining  25  to  30  percent  is  made  up 
of  wholesale  merchants,  agents  and  brokers,  small-scale  manufac¬ 
turers,  independent  taxicab  owners,  and  proprietors  of  real-estate 
and  insurance  enterprises.  The  professional  groups  which  are 
excluded — namely,  doctors,  dentists,  osteopaths,  chiropractors,  Chris¬ 
tian  Scientist  practitioners,  optometrists,  veterinarians,  lawyers, 
publishers,  and  aeronautical,  chemical,  civil,  electrical,  mechanical, 
metallurgical,  and  mining  engineers — number  approximately  400,000 
persons. 

An  individual  will  report  his  self-employment  income  by  transferring 
the  information  from  his  income-tax  return  to  a  simple  supplementary 
form,  or  an  additional  item  on  the  income  tax  return  might  be  provided. 
Unless  his  net  earnings  from  self-employment  amount  to  $400  or 
more  in  any  given  year,  he  pays  no  self-employment  tax  on  such 
income  and  receives  no  credit  toward  old-age,  survivors,  and  disability 
insurance  benefits. 

If  wages  are  earned  in  covered  employment  (upon  which  employ¬ 
ment  tax  is  payable),  such  wages  are  deducted  from  the  $3,600  annual 
maximiun  in  determining  the  amount  of  net  earnings  from  self- 
employment  that  is  taxable  and  creditable  in  any  year.  Thus,  as 
far  as  practicable,  self-employment  income  is  taken  into  account  for 
benefit  purposes  to  the  same  extent  as  wages,  but  income  from  casual 
self-employment  would  not  be  taxed  or  credited. 

2.  Employees  oj  State  and  local  governments. — State  and  local  govern¬ 
mental  units  in  this  country  employ  about  3.8  million  workers  in  an 
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average  week.  Except  for  certain  transit-company  employees,  cover¬ 
age  of  employees  of  State  and  local  governments  would  be  effected 
only  by  a  voluntary  compact  between  a  State  and  the  Federal  Security 
Administrator. 

The  voluntary  agreements  are  made  with  respect  to  defined  coverage 
groups.  In  general,  a  coverage  group  comprises  all  the  employees  of 
a  State  or  of  a  political  subdivision  of  a  State.  For  any  group  to  be 
covered,  all  of  the  employees  in  that  group  (with  certain  possible 
specified  exceptions  such  as  part-time  workers  or  elected  officials) 
would  have  to  be  covered.  This  is  necessary  in  order  to  avoid  adverse 
selection.  Members  of  an  existing  retirement  system  would  be 
treated  as  a  separate  coverage  group,  and  coverage  could  not  be 
extended  to  them  unless  the  employees  and  beneficiaries  so  elect  by  a 
two-thirds  majority  vote  in  a  written  referendum,  and  it  is  intended 
that  this  be  accomplished  by  secret  ballot.  The  provision  for  a 
referendum  is  included  so  as  to  assure  those  covered  by  adequate 
existing  systems  (such  as  firemen,  policemen,  and  teachers)  that  ade¬ 
quate  safeguards  are  present  so  that  their  present  pension  plans  will 
not  be  destroyed.  Many  employees  in  private  industry  have  the  pro¬ 
tection  of  both  the  social  insurance  system  and  supplementary  pri¬ 
vate  plans.  The  Federal  program  may  provide  types  of  protection 
not  available  under  a  State  or  local  plan  and,  in  all  instances,  can  serve 
as  a  basic  protection  to  employees  who  shift  between  public  and  private 
employment. 

Provisions  are  also  included  for  the  orderly  termination  of  Federal- 
State  compacts.  In  order  to  safeguard  the  interest  of  all  parties  con¬ 
cerned  the  States  would  not  be  allowed  to  terminate  until  the  agree¬ 
ment  had  been  in  force  for  5  years,  and  then  would  have  to  give 
advance  notice  of  at  least  2  years.  In  order  to  prevent  in-and-out 
movements  disadvantageous  to  the  financing  of  the  program,  if 
coverage  of  a  particular  group  is  terminated,  that  group  can  never 
be  covered  again. 

If  a  State  fails  to  pay  the  required  contributions  while  a  compact  is 
in  effect,  the  Federal  Government  may  deduct  such  amount  plus 
interest  from  payments  otherwise  due  to  the  States  under  other  titles 
of  the  Social  Security  Act  (chiefly  Federal  grants  for  public  assistance). 

Compulsory  coverage  has  been  provided  for  certain  employees 
of  privately  owned  transit  companies  taken  over  by  governmental 
units.  Such  employees  are  frequently  in  an  unfortunate  position 
since  their  coverage  is  terminated  under  present  law  when  the  company 
becomes  publicly  owned,  even  though  their  duties  may  remain  the 
same.  Where  the  transit  company  was  acquired  by  a  governmental 
unit  after  1936  but  before  1950,  persons  working  for  such  company  on 
the  date  when  it  was  taken  over  would  be  covered,  beginning  in  1950, 
unless  the  employing  governmental  unit  elects  against  such  coverage 
within  a  specified  period.  If  a  transit  company  is  acquired  by  a 
governmental  unit  after  1949,  coverage  of  those  employees  taken  over 
from  the  private  employer  would  continue  to  be  compulsory. 

3.  Employees  in  domestic  service. — From  the  beginning  of  the  insur¬ 
ance  program,  it  has  been  recognized  that  domestic  workers  need  the 
protection  of  social  insurance  as  much  as  any  other  occupational  group. 
Your  committee  believes  that  regularly  employed  domestic  workers 
can  now  be  covered  without  undue  administrative  difficulties.  Con¬ 
sistent  with  the  fact  that  coverage  is  not  extended  to  farm  workers  or 
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farm  operators,  domestic  workers  in  private  homes  on  farms  operated 
for  profit  are  not  covered.  In  order  for  domestic  servants  in  other 
private  homes  to  be  covered,  such  workers  must  be  paid  $25  or  more 
in  cash  wages  by  the  particular  employer  during  a  calendar  quarter 
and,  in  addition,  must  be  employed  by  such  employer  for  at  least 
26  days  during  such  quarter  (or  else  have  been  employed  for  at  least  26 
days  by  this  employer  in  the  previous  calendar  quarter).  Under  this 
definition  of  a  “regular”  worker,  most  domestic  employees  who  are 
hired  on  a  weekly  or  monthly  basis  will  be  covered,  while  most  part- 
time  workers,  and  all  casual  or  intermittent  workers,  will  be  excluded 
from  coverage. 

The  bill  also  extends  coverage  to  nonstudent  domestic  workers  of 
local  college  clubs,  fraternities,  and  sororities,  whose  remuneration  is 
at  least  $100  in  a  calendar  quarter.  Students  performing  domestic 
work  for  such  employers  will  continue  to  be  excluded  from  coverage. 

There  are  certain  types  of  nonbusiness  services  which  are  not, 
strictly  speaking,  domestic  service  in  private  homes  but  which  are 
difficult  to  distinguish  from  domestic  service.  To  facilitate  coverage 
determinations,  the  same  requirements  for  coverage  are  applied  to 
both  domestic  and  other  nonbusiness  service,  namely,  cash  remuner¬ 
ation  of  at  least  $25  in  a  calendar  quarter  and  employment  in  at  least 
26  days  of  such  quarter. 

It  is  difficult  to  estimate  what  the  effects  of  the  restrictions  on 
coverage  of  domestic  service  will  have  on  the  total  number  of  domestic 
workers  who  are  covered,  but  it  is  believed  that  there  will  be  about 
950,000  covered. 

4.  Employees  of  nonprofit  organizations—  The  bill  would  cover  all 
employees  of  religious,  charitable,  and  other  nonprofit  organizations 
except  members  of  the  clergy  and  religious  orders.  About  600,000 
such  employees  would  be  covered  in  the  course  of  an  average  week. 
Such  organizations  have  expressed  almost  unanimously  a  desire  for 
coverage  provided  that  their  traditional  tax-exempt  status  would  not 
thereby  be  threatened.  Under  the  bill,  their  exempt  status  would  be 
safeguarded.  Although  the  regular  compulsory  employee  contribution 
of  the  program  would  be  imposed  on  their  employees,  exemption  from 
the  employer  tax  of  the  program  would  be  continued  for  nonprofit 
organizations  unless  the  organization  elects  to  pay  the  employer  tax 
by  waiving  the  tax  exemption.  In  such  case,  the  employees  would  be 
given  full  credit  toward  benefits  for  wages  received.  Otherwise,  only 
one-half  of  the  employee’s  wages  would  be  credited  toward  benefits. 

A  waiver  of  tax  exemption  would  be  applicable  to  all  employees  and 
could  not  be  terminated  by  the  employer  until  it  had  been  in  effect 
for  at  least  5  years,  and  then  the  employer  would  have  to  give  2  years’ 
advance  notice.  Statements  by  nonprofit  organizations  indicate  that 
the  great  majority  of  such  organizations  would  elect  to  pay  the  em¬ 
ployer  contribution,  and  so  provide  full  insurance  protection  for  their 
employees. 

The  bill  would  continue  to  exclude  service  performed  for  nominal 
amounts  in  the  employ  of  tax-exempt  nonprofit  organizations,  service 
performed  by  student  nurses  and  internes,  and  service  performed  by 
students  in  the  employ  of  colleges  and  universities.  These  exclusions 
simplify  administration  without  depriving  any  significant  number  of 
people  of  needed  protection.  On  the  other  hand,  coverage  would  be 
extended,  except  where  the  services  are  performed  for  nominal 
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amounts,  to  certain  ritualistic  or  dues-collecting  services  for  fraternal 
beneficiary  societies,  service  for  agricultural  and  horticultural  organi¬ 
zations,  and  for  voluntary  employees’  beneficiary  associations,  and 
certain  services  performed  by  students  in  the  employ  of  tax-exempt 
organizations. 

5.  Border-line  “ agricultural ”  labor. — Certain  types  of  services  now 
excluded  as  agricultural  are  essentially  commercial  and  industrial. 
The  bill  would  modify  the  definition  of  “agricultural  labor”  to  pro¬ 
vide  insurance  protection  for  individuals  performing  such  services. 
It  is  estimated  that  this  change  would  extend  coverage  to  about 
200,000  persons  in  the  course  of  an  average  week. 

Coverage  has  been  extended  under  this  new  definition  to  services 
performed  off  the  farm  in  connection  with  the  raising  or  harvesting 
of  mushrooms,  the  hatching  of  poultry,  and  the  operation  or  mainte¬ 
nance  of  irrigation  ditches,  and  to  services  performed  in  the  processing 
of  maple  sap  into  maple  sirup  or  maple  sugar  (as  distinguished  from 
the  gathering  of  maple  sap) . 

Coverage  would  also  be  provided  for  individuals  performing  post¬ 
harvesting  services  in  the  employ  of  commercial  handlers  of  fruit  and 
vegetables,  or  in  the  employ  of  farmers’  cooperatives,  irrespective  of 
the  agricultural  commodity  in  connection  with  which  the  services  are 
performed. 

6.  Federal  civilian  employees  not  covered  under  any  retirement  sys¬ 
tem. — The  bill  would  extend  coverage  to  about  100,000  civilian  em¬ 
ployees  of  the  Federal  Government  and  its  instrumentalities  in  the 
course  of  an  average  week.  Employees  who  are  now  covered  by  a 
federally  established  retirement  system  would  not  be  included.  Cer¬ 
tain  employees  who  are  not  under  retirement  systems  would  also 
remain  excluded;  they  are,  in  general,  employees  who  are  temporary 
workers  or  whose  employment  will  eventually  be  covered  under  some 
other  Federal  benefit  system.  The  purpose  of  the  exclusions  is  to 
avoid  the  nuisance  of  reporting  inconsequential  amounts  for  which  no 
significant  benefit  rights  would  be  given.  Members  of  the  legislative 
branch  and  elected  officials  in  the  executive  branch  of  the  Government 
would  also  be  excluded. 

7.  Americans  employed  outside  ihe  United  States. — During  the 
course  of  an  average  week  about  150,000  American  citizens  work  out¬ 
side  the  United  States  for  American  employers,  and  the  number  is 
increasing.  Because  old-age  and  survivors  insurance  coverage  does 
not,  in  general,  extend  beyond  the  geographical  boundaries  of  the 
United  States,  the  insurance  protection  of  persons  who  take  such  jobs 
is  interrupted.  The  bill  would  extend  coverage  to  this  group. 

The  bill  would  also  extend  coverage  to  employment  performed  on 
American  aircraft  outside  the  United  States,  under  the  conditions 
which  now  apply  to  maritime  service  performed  outside  the  United 
States. 

8.  Puerto  Rico  and  the  Virgin  Islands.—  By  extending  the  definition 
of  the  terms  “State”  and  “United  States,”  coverage  would  be  ex¬ 
tended  to  include  services  performed  in  the  Virgin  Islands  of  the 
United  States  and,  if  requested  by  the  legislature,  in  Puerto  Rico. 
About  5,000  persons  would  be  covered  in  the  Virgin  Islands  and  about 
250,000  in  Puerto  Rico  during  the  course  of  an  average  week.  These 
areas  of  our  American  economy  are  among  those  most  in  need  of  the 
social  insurance  system.  Because  average  earnings  are  relatively  low, 
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workers  there  are  generally  unable  to  provide  for  their  own  future 
security.  Despite  low  wages  and  some  irregularity  of  employment, 
it  appears  that  most  such  workers  in  covered  occupations  would  be 
able  to  qualify  for  insurance  benefits. 

9.  Definition  of  “employee.” — The  definition  of  “employee”  used  in  the 
bill  has  two  significant  results.  First  it  provides  coverage  as  employees 
for  from  500,000  to  750,000  persons  who  are  not  covered  under  the 
definition  in  the  present  law.  Secondly,  by  providing  a  more  precise 
definition  of  the  term  than  that  in  the  present  law  it  would  go  a  long 
way  toward  clarifying  the  coverage  status  of  individuals  in  the  twilight 
zone  between  employment  and  self-employment. 

The  new  definition,  which  is  effective  with  respect  to  services  per¬ 
formed  after  1949,  has  four  parts.  The  first  part  provides  (as  does 
existing  law)  that  an  officer  of  a  corporation  is  an  employee  of  the 
corporation.  The  second  provides  that  the  usual  common-law  rules 
are  to  be  used  to  determine  whether  an  individual  is  an  employee. 
Thus  all  persons  who  have  been  determined  to  be  employees  under 
existing  law  will  continue  to  be  considered  employees. 

The  second  part  of  the  definition  also  provides  that  full  force  and 
effect  be  given  to  a  written  contract  expressly  reciting  that  the  person 
for  whom  the  service  is  performed  shall  have  complete  control  over 
the  performance  of  such  service  and  that  the  individual,  in  the  per¬ 
formance  of  such  service  (either  alone  or  as  a  member  of  a  group),  is 
the  employee  of  such  person.  The  definition  does  not,  however,  give 
force  or  effect  to  a  contract  which  expressly  provides  that  the  person 
for  whom  the  services  are  performed  shall  not  have  the  right  to  control 
and  direct  the  individual  who  performs  the  service  or  which  provides 
that  such  individual  is  not  the  employee  of  such  person.  In  the  latter 
type  of  contract  all  the  facts  and  circumstances  of  the  particular  case 
must  be  considered  to  determine  whether  such  individual  is  an  em¬ 
ployee  either  under  the  usual  common-law  rules  or  under  the  other 
tests  of  the  definition. 

The  usual  common-law  rules  for  determining  the  employer-employee 
relationship  fall  short  of  covering  certain  individuals  who  should  be 
covered  as  employees  for  the  purposes  of  the  old-age,  survivors,  and 
disability  insurance  program.  The  third  and  fourth  parts  of  the  defi¬ 
nition  of  “employee”  correct  this  deficiency  in  the  existing  law  by 
extending  coverage  to  individuals  who,  although  not  employees  under 
the  usual  common-law  rules,  occupy  a  status  not  materially  different 
from  those  who  are  employees  under  such  rules. 

The  third  part  of  the  definition  extends  coverage  to  individuals  who 
perform  services,  under  prescribed  circumstances,  in  seven  occupa¬ 
tional  groups.  Your  committee  has  designated  these  groups  to  assure 
the  coverage  of  individuals  who  fall  within  them  even  though  such 
individuals  may  be  covered  as  employees  under  other  tests  of  the 
definition.  If  such  individuals  are  not  classifiable  as  employees  under 
this  part  of  the  definition,  they  may  nevertheless  be  employees  under 
an  application  of  one  of  the  other  parts. 

Under  the  third  part  of  the  definition  an  individual  who  performs 
services  for  remuneration  for  any  person  in  an  occupation  falling  within 
one  of  the  enumerated  groups  is  an  employee  if  his  contract  of  service 
contemplates  that  substantially  all  of  such  services  (other  than  in  the 
case  of  a  mining  lessee)  are  to  be  performed  personally  by  such  indi¬ 
vidual,  unless  (1)  such  individual  has  a  substantial  investment  (other 
than  the  investment  by  a  salesman  in  the  facilities  for  transportation) 
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in  the  facilities  of  the  trade,  occupation,  business,  or  profession,  with 
respect  to  which  the  services  are  performed,  or  (2)  the  services  are  in 
the  nature  of  a  single  transaction  not  part  of  a  continuing  relationship 
with  the  person  for  whom  the  services  are  performed. 

Your  committee  believes  that,  while  paragraph  (3)  of  the  definition 
will  prove  helpful  to  employers  and  employees  as  well  as  to  the  admin¬ 
istrative  agencies  in  identifying  certain  groups  of  individuals  who 
should  be  covered  as  employees,  such  paragraph  in  itself  is  inadequate 
to  correct  the  deficiencies  in  the  usual  common-law  rules.  The  infinite 
and  subtle  variations  in  service  relationships  within  our  economy 
make  it  impracticable  to  designate  in  the  statute  by  occupational 
label  all  the  groups  which  should  have  employee  coverage.  Accord¬ 
ingly,  your  committee  lias  added  paragraph  (4)  to  the  definition  of 
“employee.” 

The  fourth  test  of  employee  status  differentiates  between  individuals 
wdio  are  employees  and  those  who  are  not  employees  on  the  bn  sis  of 
factual  considerations  and  not  on  the  basis  of  technical  legal  con¬ 
siderations.  Under  this  test  the  status  of  an  individual  in  the  per¬ 
formance  of  service  for  any  person  for  remuneration  is  determined 
from  the  combined  effect  of  the  following  enumerated  factors:  (1) 
Control  over  the  individual;  (2)  permanency  of  the  relationship;  (3) 
regularity  and  frequency  of  performance  of  the  service;  (4)  integration 
of  the  individual’s  work  in  the  business  to  which  he  renders  service; 
(5)  lack  of  skill  required  of  the  individual;  (6)  lack  of  investment  by 
the  individual  in  facilities  for  work;  and  (7)  lack  of  opportunities  of 
the  individual  for  profit  or  loss. 

If  the  combined  effect  of  all  such  factors  indicates  that  the  indi¬ 
vidual  is  performing  the  service  in  the  pursuit  of  his  own  business  he 
will  not  be  considered  an  employee  under  this  test  of  the  definition. 

Examples  of  the  way  in  which  the  fourth  test  of  the  definition 
applies  in  particular  situations  are  given  in  the  section-by-section 
analysis  of  the  bill. 

V.  OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS  FOR  WORLD  WAR  II 

VETERANS 

The  Federal  Government,  in  removing  World  War  II  servicemen 
from  the  civilian  labor  force,  deprived  them  of  the  opportunity  to 
acquire  wage  credits  under  the  Federal  old-age  and  survivors  insurance 
program.  The  chance  for  young  servicemen  to  acquire  benefit  rights 
under  the  program  was  impaired,  and  the  opportunity  for  others  to 
increase  or  maintain  their  existing  protection  was  lessened.  It  is 
believed  only  fair,  therefore,  that  the  Federal  Government  should  give 
adequate  recognition  under  the  program  to  wartime  military  service. 

Congress  has  made  limited  provision  for  veterans  of  World  War  II 
in  section  210  of  the  Social  Security  Act,  enacted  in  1946.  Under 
these  provisions  a  veteran  who  meets  certain  service  requirements  and 
who  dies  within  3  years  after  separation  from  service  is  considered  to 
have  died  fully  insured  with  an  average  monthly  wage  of  not  less  than 
$160.  However,  these  provisions  do  not  apply  if  the  veteran  died  in 
service  or  if  the  Veterans’  Administration  determines  that  any  pension 
or  compensation  is  payable,  by  reason  of  the  death  of  the  veteran, 
under  any  law  administered  by  that  agency.  Moreover,  the  3-year 
period  of  protection  provided  under  section  210  has  now  expired  in  the 
great  majority  of  cases.  The  bill  would  leave  this  provision  unchanged. 
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Your  committee  believes  that  the  only  appropriate  remedy  for  the 
present  situation  is  one  which  willfgive  World  War  II  ^veterans  the 
status  they  might  have  had  if  military  service  had  not  interfered  with 
their  employment.  Accordingly,  the  bill  would  provide  veterans 
with  wage  credits  of  $160  for  each  month  of  military  service  performed 
during  the  World  War  II  period.  These  wage  credits  would  be  given 
regardless  of  whether  death  occurred  in  service  and  whether  veterans’ 
benefits  were  payable.  In  cases  in  which  the  protection  provided 
under  section  210  and  that  provided  by  the  military-service  wage 
credits  overlap,  the  bill  would  permit  application  of  the  provisions  that 
would  result  in  the  most  favorable  treatment.  The  cost  of  the  addi¬ 
tional  benefits  resulting  from  the  wage  credits  would  be  met  by  special 
appropriations  to  the  trust  fund. 

As  indicated,  your  committee  does  not  believe  that  the  war-service 
wage  credits  should  be  withheld  where  pension  or  compensation  is 
payable  by  the  Veterans’  Administration.' 

In  most  cases  where  the  individual  died  in  service  the  wage  credits 
are  of  real  significance  in  providing  additional  benefits  for  his  widow 
and  children.  In  many  cases,  such  deceased  servicemen  were 
insured  when  they  entered  military  service,  but  with  the  absence  of 
wage  credits  during  service,  lost  insured  status  or  had  their  benefit 
amounts  sharply  reduced.  A  very  real  hardship  therefore  results  in 
most  deatli-in-service  cases  if  wage  credits  are  not  given  or  if  pro¬ 
visions  were  included  for  adjustment  where  compensation  is  payable 
by  the  Veterans’  Administration. 

The  wage  credits  would  be  taken  into  account  in  computing  any 
monthly  benefits  payable  for  any  month  after  1949  (including  cases 
where  death  occurred  prior  to  1950)  and  in  determining  lump-sum 
death  payments  where  the  veteran  dies  after  1949.  The  bill  would 
not  provide  for  payment  of  retroactive  monthly  benefits  or  for  lump 
sums  in  cases  where  the  death  has  already  occurred. 

VI.  OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS  LIBERALIZED 

A.  General 

A  major  change  proposed  in  this  bill  is  to  establish  a  level  of  old- 
age  and  survivors  insurance  benefits  appreciably  higher  than  the 
amounts  provided  in  the  present  Social  Security  Act  which  were 
geared  to  prewar  conditions  and  wage  levels.  For  retired  workers 
who  are  already  on  the  benefit  rolls,  the  range  of  benefits  (exclusive 
of  any  benefits  for  their  eligible  dependents)  will  be  between  $25  and 
$64.40  per  month  as  compared  with  the  present  range  of  from  $10  to 
$45.20.  The  average  payment  now  is  about  $26,  and  this  will  be 
increased  to  about  $44,  or  70  percent,  under  the  proposal  (the  manner 
in  which  benefits  for  those  now  on  the  roll  will  be  increased  is  dis¬ 
cussed  subsequently).  The  amended  benefit  provisions  which  will 
apply  generally  to  retired  workers  who  claim  benefits  after  1949  will 
yield  an  average  benefit  of  $50  to  $55  in  1950. 

Several  factors  contribute  to  this  increase  in  benefit  amount  for 
those  coming  on  the  roll  after  the  effective  date.  The  new  benefit 
formula  itself  gives  a  much  higher  proportion  of  the  average  monthly 
wage  than  the  present  formula.  Other  factors  of  lesser  importance 
are  the  increase  in  the  wage  base,  which  allows  benefits  to  be  based  on 
greater  total  earnings  than  is  the  case  at  present,  and  the  increase  in 
the  minimum  benefit  from  $10  to  $25. 
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On  the  other  hand,  there  arc  factors  in  the  benefit  provisions  which 
will  tend  to  prevent  costs  from  rising  as  high,  in  the  long  run,  as  the 
initial  increase  might  lead  one  to  expect. 

Table  1  sets  forth  the  amounts  of  old-age  insurance  benefits  payable 
to  regularly  employed  workers  at  various  levels  of  average  monthly 
wage  and  for  various  numbers  of  years  of  coverage,  under  the  present 
law  and  under  the  bill,  without  showing  supplementary  benefits  for 
dependents. 

Table  1.- — Illustrative-  monthly  primary  amounts 
[All  figures  rounded  to  nearest  dollar] 


Monthly  wage  while  working 

» 

10  possible  years  of 
coverage 

20  possible  years  of 
coverage 

40  possible  years  of 
coverage 

Present  law 

H.  R.  6000 

Present  law 

H.  R.  6000 

Present  law 

H.  R.  6000 

Covered  in  all  possible  years 

$50 _ _ 

$22 

$26 

$24 

$28 

$28 

$30 

$100 _ _ _ 

28 

52 

30 

55 

35 

60 

$150 _ _ 

33 

58 

36 

60 

42 

66 

$200 _ 

38 

63 

42 

66 

49 

72 

$250 _ 

44 

68 

48 

72 

56 

78 

$300 _ 

(9 

74 

(9 

77 

(9 

84 

Covered  in  half  of  possible  years 

$50 _ _ 

$10 

$25 

$11 

$25 

$12 

$25 

$100 _ 

21 

26 

22 

28 

24 

30 

$150 _ 

24 

29 

25 

30 

27 

33 

$200 _ _ -- 

26 

32 

28 

33 

30 

36 

$250 _ _ _ 

29 

34 

30 

36 

33 

39 

$300 _ 

(9 

37 

(9 

38 

(9 

42 

1  Present  law  includes  wages  only  up  to  $250  per  month. 


B.  Computation  of  benefits 

1.  Wage  base. — The  wage  base  to  which  benefits  are  related  is 
changed  in  a  number  of  respects.  In  general,  the  result  will  be  to 
raise  benefit  amounts. 

The  maximum  of  wages  and  self-employment  income  which  may  be 
used  in  computing  the  amount  of  benefits  is  increased  from  $3,000  to 
$3,600  per  year. 

2.  Average  monthly  wage. — The  bill  changes  the  method  for  com¬ 
puting  the  “average  monthly  wage,”  which  is  used  in  computing  the 
primary  insurance  amount.  All  benefits,  including  dependents  and 
survivors  insurance  benefits,  are  based  on  the  primary  insurance 
amount.  In  the  present  Social  Security  Act,  the  average  monthly 
wage  is  obtained  by  dividing  the  individual’s  total  taxable  wages  by 
the  number  of  months  after  1936,  when  the  program  began,  or  after 
the  individual  attained  age  22,  if  that  was  later,  and  up  to  the  time 
his  benefit  is  calculated  at  age  65  or  later,  or  at  death.  Periods 
during  which  the  individual  was  out  of  covered  employment  for  any 
reason  before  age  65  reduce  the  average  monthly  wage  and,  therefore, 
the  insurance  benefit.  If,  for  example,  a  worker  earns  $100  a  month 
while  in  covered  employment,  and  is  in  such  employment  only  5  out 
of  10  years  before  retirement,  his  average  monthly  wage,  under  the 
present  law,  is  only  $50. 

If  the  present  method  of  computing  the  average  monthly  wage 
were  applied  to  the  individuals  brought  in  by  the  extensions  of  cover- 
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age  provided  in  this  bill,  old-age  insurance  benefits  awarded  to  them 
for  several  years  ahead  would  be  no  more  than  the  minimum  amount. 
These  individuals  would  be  severely  handicapped  by  the  13  years 
during  which  they  had  no  wages  in  covered  employment.  Accordingly, 
the  bill  permits  the  average  monthly  wage  to  be  computed  on  the 
basis  of  wages — including  self-employment  income — after  1949 
(rather  than  after  1936)  if  this  produces  a  larger  amount.  Thus,  bene¬ 
fits  for  newly  covered  individuals  will  be  more  nearly  comparable  in 
amount  to  those  for  workers  covered  since  the  inception  of  the  old- 
age  and  survivors  insurance  program  than  they  would  have  been  under 
the  present  method  of  computing  the  average  monthly  wage. 

The  bill  also  defines  the  “average  monthly  wage”  in  a  different 
manner,  namely  as  the  quotient  obtained  by  dividing  the  total  of 
wages  and  self-employment  income  paid  to  or  derived  by  the  individ¬ 
ual  during  those  years  which  were  “years  of  coverage”  by  12  times 
the  number  of  such  years.  A  year  of  coverage  is  defined  as  a  year  in 
which  earnings  from  covered  employment  were  at  least  $200  during 
1937-49  andf  $400  {for  1950  and  after.  The  higher  amount  for  years 
after  1949  was  set  in  the  bill  to  take  account  of  the  increase  in  wage 
rates  since  1939.  Earnings  of  as  little  as  $200  in  a  year  cannot  now  be 
said  to  represent  substantial  attachment  to  covered  employment. 
With  the  higher  wage  rates  now  in  effect,  workers  who  ordinarily  are 
self-supporting  will  have  no  difficulty  in  meeting  the  $400  requirement. 

If  insured  individuals  have  fewer  than  5  years  of  coverage,  the 
average  monthly  wage  will  nonetheless  be  computed  over  a  5-year 
period.  For  example,  if  a  newly  covered  worker  became  insured  on 
the  basis  of  employment  in  1950,  1951,  and  1952  and  if  he  had  total 
wages  of  $3,600  in  each  of  those  years,  his  average  monthly  wage  would 
be  $180  (instead  of  $300)  because  the  divisor  months  would  be  60 
rather  than  36.  However,  such  individuals  will  have  paid  very  small 
amounts  of  taxes,  and  their  benefits  will  be  substantial  in  comparison 
with  those  taxes.  (See  discussion  of  insured  status.) 

There  are  certain  advantages  in  changing  the  method  of  calculation 
of  the  average  wage.  It  has  always  confused  beneficiaries  to  have  the 
wages  averaged  over  years  when  they  were  not  in  covered  employment. 
This  confusion  will  be  avoided  by  figuring  the  average  monthly  wage 
only  over  years  of  coverage. 

3.  Continuation  j actor.- — To  establish  a  reasonable  differential 
between  the  benefits  of  persons  regularly  engaged  in  covered  employ¬ 
ment  and  those  who  work  in  such  employment  only  intermittently, 
the  bill  provides  for  multiplying  the  base  amount  (to  be  described 
hereafter)  by  a  “continuation  factor”  in  obtaining  the  primary  insur¬ 
ance  amount.  The  continuation  factor  (which  may  never  exceed  1) 
is  defined  as  the  quotient  obtained  by  dividing  the  number  of  an 
individual’s  years  of  coverage  (or  the  number  5,  if  that  is  greater)  by 
the  number  of  years  in  his  elapsed  period.  To  avoid  undue  reduction 
of  the  benefits  of  newly  covered  workers,  in  determining  the  continua¬ 
tion  factor,  the  starting  date  for  counting  years  of  coverage  and  elapsed 
years  will  be  1936  or  1949  (or,  for  the  elapsed  period,  attainment  of 
age  21,  if  later),  whichever  results  in  the  higher  factor.  As  a  result, 
the  continuation  factor  would  be  1,  and  thus  have  no  effect,  for  those 
who  die  or  reach  age  65  before  1956. 

The  provision  that  the  number  of  years  of  coverage  shall  be  taken 
as  at  least  5,  in  computing  the  continuation  factor,  prevents  further 
reduction  of  the  benefits  of  those  individuals  who  retire  or  die  with 
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less  than  5  years  of  coverage.  These  individuals  will  have  had  their 
average  monthly  wage  reduced  by  the  use  of  the  minimum  divisor  of 
5  years  in  the  average  wage  computation  even  though  they  did  not 
have  wages  in  5  years.  It  would  be  unjust  to  provide  a  double  reduc¬ 
tion  because  of  the  same  circumstance. 

4.  Benefit  formula. — Individuals  whose  average  wages  have  been 
low  should  receive  a  greater  percentage  replacement  of  those  wages  in 
the  form  of  benefits  than  those  with  relatively  high  wages.  The  latter 
have  more  opportunity  to  provide  against  economic  contingencies 
through  private  means.  The  bill  provides  that  the  base  amount  shall 
be  50  percent  of  the  first  $100  of  average  monthly  wage  and  10  percent 
of  that  portion  of  the  average  monthly  wage  which  exceeds  $100;  the 
present  formula  is  40  percent  of  the  first  $50  and  10  percent  of  the 
remainder.  Thus,  the  new  formula  gives  more  weight  to  low-bracket 
wages  than  does  the  formula  in  the  present  Social  Security  Act.  It 
also  recognizes  the  general  increase  in  wage  levels  through  expansion 
of  the  bracket  within  which  the  larger  percentage  applies.  Thus,  an 
individual  whose  average  monthly  wage  is  $100  will  have  a  base 
amount  of  $50  instead  of  $25,  as  at  present. 

The  increase  in  wage  levels  is,  as  mentioned  above,  also  recognized 
in  increasing  the  wage  base  to  $3,600.  Consequently,  the  average 
monthly  wage  may  reach  a  maximum  of  $300  instead  of  $250.  This 
offsets  to  some  extent  the  effect  of  other  changes,  which  by  themselves 
would  narrow  the  relative  differences  in  benefit  amounts  payable  to 
beneficiaries  at  the  lowest  and  highest  levels  of  average  monthly 
wage.  It  is  important  to  maintain  a  significant  spread  of  benefits 
from  minimum  to  maximum  primary  benefit  amounts  in  a  contribu¬ 
tory  program  in  which  benefits  are  related  to  former  earnings. 

Although  workers  with  average  wages  above  $250  will  receive  sub¬ 
stantial  increases,  then  benefits,  as  a  percentage  of  their  former  earn¬ 
ings,  will  still  be  much  less  than  those  for  workers  at  lower  wage  levels. 
The  base  amount  for  a  $300  average  monthly  wage  would  be  23  per¬ 
cent  of  that  wage,  as  compared  with  50  percent  for  wages  of  $100  and 
below. 

As  in  the  present  law,  the  formula  recognizes  length  of  service  by 
increasing  the  base  amount  for  each  year  of  coverage.  The  amount 
of  annual  increase  (termed  “increment”)  of  the  base  amount  is 
changed  from  1  percent  to  %  percent.  This  increment  is  given  for 
each  “year  of  coverage”  (as  defined  previously).  Your  committee 
feels  that  the  increment  is  an  essential  part  of  a  social  security 
system. 

An  example  of  the  method  of  computing  benefits  follows.  Assume 
that  the  retired  worker  had  an  average  monthly  wage  over  his  years 
of  coverage  of  $200  per  month  and  that  he  had  20  years  of  coverage 
out  of  a  25-year  elapsed  period.  His  base  amount  would  then  be 
$60  (50  percent  of  the  first  $100  of  average  wage  plus  10  percent  of 
the  next  $100  of  average  wage,  or  $50  plus  $10).  The  individual's 
continuation  factor  is  80  percent  (based  on  his  having  20  years  of 
coverage  out  of  a  possible  25  years,  or  in  other  words  years  of  coverage 
in  80  percent  of  the  possible  years).  The  amount  coming  from  the 
increment  is  10  percent  of  the  base  amount  (since  there  are  20  years 
of  coverage  at  }{  percent  each)  or  $6.  To  this  there  is  then  added 
the  product  of  the  continuation  factor  and  the  base  amount  which  is 
$48  (80  percent  of  $60)  yielding  a  total  of  $54  which  is  the  primary 
insurance  amount. 
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Under  the  average  wage  method  in  existing  law  (which  does  not 
contain  the  continuation  factor),  persons  who  shift  between  covered 
and  noncovered  employment  have  lower  benefits,  but  not  propor¬ 
tionately  lower,  than  those  who  work  at  the  same  wage  rate  while 
employed  and  who  remain  regularly  in  covered  employment.  For 
example,  the  man  who  works  in  covered  employment  for  all  40  years 
out  of  a  possible  40  years  at  $100  per  month  now  receives  a  benefit  of 
$35;  the  man  who  works  20  out  of  40  years  at  the  same  rate  (and  whose 
average  wage  is  considered  to  be  only  $50  for  benefit  purposes) 
receives  $24  or  about  two-thirds  as  much  even  though  the  contribu¬ 
tions  were  only  one-half  as  great.  With  extension  of  coverage,  it 
seems  reasonable  to  eliminate  this  relative  advantage  (in  relation  to 
their  contributions)  to  persons  whose  work  is  divided  between  covered 
and  noncovered  employment.  The  new^formula  would  provide'such 
a  result. 

The  increment  of  one-half  of  1  percent  for  each  year  of  coverage 
helps  relate  benefits  to  absolute  length  of  service;  the  continuation 
factor  relates  benefits  to  the  proportion  of  the  time  an  individual 
actually  spends  in  covered  employment  as  compared  with  the  time 
he  could  possibly  have  been  in  covered  emplo3nnent.  Thus,  an 
individual  who  worked  steadily  in  covered  employment  for  20  years 
out  of  a  20-year  elapsed  period  and  earned  an  average  monthly  wage 
of  $100  will  receive  $55  in  benefits  (exclusive  of  any  supplementary 
benefits  for  dependents) ;  an  individual  who  had  the  same  average  wage 
and  worked  for  40  years  out  of  a  40-year  elapsed  period  would  receive 
$60.  The  only  difference  here  is  the  increment  for  each  extra  year  of 
coverage.  However,  an  individual  who  had  worked  for  only  20  years 
in  covered  employment  out  of  a  40-year  elapsed  period,  earning  the 
same  monthly  wages,  would  receive  a  $30  benefit  or  only  half  as  much. 
Since,  for  half  his  working  life  he  has  not  been  in  employment  covered 
by  the  law,  he  should  receive  only  half  as  much  as  individuals  with 
the  same  average  earnings  who  were  in  covered  employment  for  all  of 
their  wages.  If  there  were  no  continuation  factor,  the  half-time 
worker  would  receive  a  great  bonus  from  the  program. 

5.  Family  benefits. — The  proposed  increase  in  the  primary  insurance 
amount  will  provide  correspondingly  larger  benefits  to  dependents 
and  survivors,  who  need  such  increases  just  as  do  retired  workers. 
The  dependents  and  survivors  benefits  are  related  to  the  primary 
insurance  amount  as  follows  (subject  to  certain  maximums)  : 


Beneficiary 

Present  law 

H.  R.  6000 

Wife _  __ 

Percent 

50 

50 

75 

50 

Percent 

50 
i  50 
75 
75 

Child. . 

Widow..  _ _  _  _ _ _ _  _ _ _ _ _ 

Parent  .  . 

1  In  survivor  cases,  75  percent  for  first  child. 


As  reflected  in  the  above  table,  parent’s  benefits  would  be  increased 
from  one-half  to  three-fourths  of  the  primary  insurance  amount, 
which  is  the  proportion  paid  a  worker’s  widow.  Also,  the  total 
family  benefits  payable  to  survivor  children  has  been  increased  by 
one-fourth  of  the  primary  insurance  amount  so  as  to  give  somewhat 
more  protection  to  surviving  children. 

The  substantial  increases  in  benefit  amounts  provided  in  the  bill 
would  not  be  fully  effective,  however,  without  an  increase  in  the  pres- 
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ent  maximum  limitations  upon  the  over-all  amount  payable  to  the 
family  of  an  insured  worker.  Accordingly,  the  present  maximum  of 
$85  per  month  would  be  raised  under  the  bill  to  $150,  which  would 
approximate  the  increase  in  primary  benefits  and  would  take  into 
account  the  increase  in  the  wage  base.  The  present  maximum  of 
twice  the  primary  benefit  (which  is  unduly  restrictive  on  survivor 
families  at  the  middle-income  levels)  would  be  eliminated.  At  the 
same  time  the  present  maximum  of  80  percent  of  the  worker’s  average 
monthly  wage  will  be  retained  as  a  reasonable  limit  beyond  which 
total  family  benefits  should  not  go,  but  in  no  case  would  this  maximum 
provision  reduce  the  total  of  such  benefits  below  $40. 

Those  now  on  the  benefit  rolls  will  have  their  benefits  raised  in 
accordance  with  the  conversion  table  described  hereafter  (and  sum¬ 
marized  in  table  4).  Those  coming  on  the  rolls  after  the  effective 
date  will,  in  general,  have  their  benefits  based  on  the  higher  amounts 
arising  under  the  new  method  of  benefit  calculation.  Table  2  shows 
illustrative  monthly  benefits  for  a  retired  worker  with  an  eligible  wife, 
while  table 3’gives  corresponding  figures  for  various[survivor’ categories. 

Table  2. — Illustrative  monthly  benefits  for  retired  workers 
[All  figures  rounded  to  nearest  dollar] 


Average  monthly  wage 


$50.  _ 
$100. 
$150. 
$200. 
$250. 
$300. 


$50. . 
$100. 
$150 
$200 
$250 
$300. 


$50.. 

$100 

$150. 

$200 

$2.50. 

$300 


$50.. 

$100 

$150 

$200 

$250 

$300. 


Present  law 

H.  R.  6000 

Single 

Married  1 

Single 

Married  1 

Insured  worker  covered  for  5  years 

$21 

$32 

$26 

$38 

26 

39 

51 

77 

32 

47 

56 

85 

37 

55 

62 

92 

42 

63 

67 

100 

(2) 

(2) 

72 

108 

Insured  worker  covered  for  10  years 

$22 

$33 

$26 

$39 

28 

41 

52 

79 

33 

50 

58 

87 

38 

58 

63 

94 

44 

66 

68 

102 

(2) 

(2) 

74 

110 

Insured  worker  covered  for  20  years 

$24 

$36 

$28 

$40 

30 

45 

55 

80 

36 

54 

60 

91 

42 

63 

66 

99 

48 

72 

72 

107 

(2) 

(2) 

77 

116 

Insured  worker  covered  for  40  years 

$28 

$40 

$30 

$40 

35 

52 

60 

80 

42 

63 

66 

99 

49 

74 

72 

108 

56 

84 

78 

117 

(’) 

(2) 

84 

126 

1  With  wife  65  or  over. 

2  Present  law  includes  wages  only  up  to  $250  per  month. 


Note. — "Average  wage"  is  computed  differently  under  the  two  plans  (see  text).  These  figures  arc  based 
on  the  assumption  that  the  insured  worker  was  in  covered  employment  steadily  each  year  after  1949  (or 
after  1936  as  the  case  may  be). 
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Table  3. — Illustrative  monthly  benefits  for  survivors  of  insured  workers 
[All  figures  rounded  to  nearest  dollar] 


Average  monthly 
wage 

Aged  widow  1 

Aged  parent 1  or 

1  child  alone 

Widow  and 

1  child 

Widow  and 

2  children 

Widow  and 

3  children 

Present 

law 

H.  R. 
6000 

Present 

law 

H.  R. 
6000 

Present 

law 

H.  R. 
6000 

Present 

law 

H.  R. 
6000 

Present 

law 

H.  R. 
6000 

Insured  worker  covered  for  5  years 

$50 . . 

$16 

$19 

$10 

$19 

$26 

$38 

$37 

$40 

$40 

$40 

$100 _ 

20 

38 

13 

38 

33 

77 

46 

80 

52 

80 

$150 _ 

24 

42 

16 

42 

39 

85 

55 

113 

03 

120 

$200 _ 

28 

46 

18 

46 

46 

92 

64 

123 

74 

150 

$250 _  __ 

32 

50 

21 

50 

52 

100 

74 

133 

84 

150 

$300 _ 

(s) 

54 

(!) 

54 

P) 

108 

P) 

144 

P) 

150 

Insured  worker  covered  for  10  years 

$50 . . 

$16 

$20 

$11 

$20 

$28 

$39 

$38 

$40 

$40 

$40 

$100 _ 

21 

39 

14 

39 

34 

79 

48 

80 

55 

80 

$150 _ 

25 

43 

16 

43 

41 

87 

58 

116 

66 

120 

$200 _ _ 

29 

47 

19 

47 

48 

94 

67 

126 

77 

150 

$250 . . ... 

33 

51 

22 

51 

55 

102 

77 

137 

85 

150 

$300 _ 

P) 

55 

P) 

55 

w 

110 

P) 

147 

P) 

150 

Insured  worker  covered  for  20  years 

$50 _ 

$18 

$21 

$12 

$21 

$30 

$40 

$40 

$40 

$40 

$40 

$100 _ 

22 

41 

15 

41 

38 

80 

52 

80 

60 

80 

$150 _ 

27 

45 

18 

45 

45 

91 

63 

120 

72 

120 

$200 _ 

32 

50 

21 

50 

52 

99 

74 

132 

84 

150 

$250 . . . 

36 

54 

24 

54 

60 

107 

84 

143 

85 

150 

$300.. . . 

P) 

58 

P) 

58 

p) 

116 

P) 

150 

P) 

150 

Insured  worker  covered  for  40  years 

$50 _ 

$21 

$22 

$14 

$22 

$35 

$40 

$40 

$40 

$40 

$40 

$100 _ 

26 

45 

18 

45 

44 

80 

61 

80 

70 

80 

$150 _ _ 

32 

50 

21 

50 

52 

99 

74 

120 

84 

120 

$200. _ _ 

37 

54 

24 

54 

61 

108 

85 

144 

85 

150 

$250 _ 

42 

58 

28 

58 

70 

117 

85 

150 

85 

1.50 

$300 _ 

P) 

63 

P) 

63 

P) 

126 

P) 

150 

P) 

150 

1  Age  65  or  over. 

1  Present  law  includes  wages  only  up  to  $250  per  month. 

Note. — “Average  wage”  is  computed  differently  under  the  two  plans  (see  text) .  These  figures  are  based 
on  the  assumption  that  the  insured  worker  was  in  covered  employment  steadily  each  year  after  1949  (or  after 
1936  as  the  case  may  be). 


The  provisions  relating  to  the  dependency  of  a  child  on  his  mother, 
adopting  mother,  or  stepparent  have  been  rewritten  to  give  greater 
protection  to  children  who  have  largely  relied  for  their  support  on  such 
a  parent,  even  though  the  child’s  father  was  contributing  something. 
Your  committee  believes  that  the  revised  provisions  will  better  pro¬ 
tect  those  children  whose  fathers  have  not  been  able  to  give  them 
full  support,  without  reducing  the  force  of  the  father’s  legal  obligation 
toward  his  children. 

In  line  with  the  intent  to  pay  benefits  to  individuals  who  have 
actually  been  dependent  upon  a  deceased  wage  earner,  the  bill  permits 
a  divorced  wife  as  well  as  a  widow  to  qualify  for  monthly  survivor 
benefits,  if  the  divorced  wife  has  entitled  children  of  her  former  hus¬ 
band  in  her  care,  has  not  remarried,  and  was  dependent  upon  him. 

Lump-sum  death  payments  may  now  be  made  only  if  the  insured 
worker  leaves  no  survivor  who  could  immediately  become  entitled 
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to  monthly  benefits.  The  extra  expenses  of  death  impose  as  great 
a  burden  on  those  survivors  who  draw  monthly  benefits  as  those  who 
do  not.  Your  committee  believes  that  the  lump-sum  should  be  pay¬ 
able  upon  the  death  of  any  insured  worker  irrespective  of  the  payment 
of  monthly  survivor  benefits.  On  the  other  hand  since  the  primary 
insurance  amount  is  increased,  the  lump-sum  payment  is  to  be  deter¬ 
mined  as  three  times  the  primary  insurance  amount,  rather  than  six 
times  as  in  present  law.  Accordingly,  the  average  lump-sum  death 
payment  will  continue  to  be  about  $150. 

6.  Increase  of  existing  benefits. — The  increase  in  benefit  amounts  for 
persons  now  on  the  rolls  will  be  accomplished  by  the  use  of  a  table 
included  in  the  bill  (a  summary  of  this  table  is  presented  in  table  4). 
This  will  avoid  the  necessity  of  recomputing  benefit  amounts  individ¬ 
ually  according  to  the  new  formula,  which  would  be  an  extremely  time- 
consuming  and  expensive  administrative  procedure.  To  assure  that 
the  persons  already  on  the  rolls  will  not  have  their  benefits  increased 
to  an  amount  higher  than  that  which  will  be  paid  to  persons  coming 
on  the  rolls  after  the  new  formula  becomes  effective,  the  table  has 
been  constructed  to  yield  a  somewhat  lower  average  benefit  than  the 
new  formula  will  produce.  Since  persons  retiring  after  1949  will  be 
paying  a  higher  rate  of  contributions  than  has  been  charged  to  date, 
their  benefits  should  be  higher  than  those  given  to  present  beneficiaries 
by  the  table.  There  is  precedent  for  increasing  benefits  for  those 
now  on  the  roll  since  this  has  been  done  in  the  past  when  the  Congress 
has  liberalized  the  civil  service  and  railroad  retirement  systems,  and 
this  is  also  a  common  practice  in  private  pension  plans. 

Table  4. — Summary  of  conversion  table  for  computing  new  benefits  for  those  now  on 

the  roll 


[All  figures  rounded  to  nearest  dollar] 


Present  pri¬ 
mary  insurance 
benefit 

New  primary 
insurance 
amount 

Maximum 
family  benefits 
payable 

$10 

$25 

$40 

15 

31 

50 

20 

36 

58 

25 

44 

78 

30 

51 

113 

35 

55 

145 

40 

60 

150 

45 

64 

150 

EXAMPLES 

1.  Retired  worker  now  receiving  $25  per  month  will  receive  $44  after  effective  date.  Supplementary 
benefits  for  his  eligible  benefits  or  survivors  cannot  exceed  $78. 

2.  Widow  age  65  or  over  now  receiving  $30  per  month  (based  on  three-fourths  of  deceased  husband’s  pri¬ 
mary  benefit  of  $40)  will  receive  $45  after  effective  date  (three-fourths  of  $60.) 


G.  Retirement  age 

Your  committee  carefully  considered  the  advisabilit}^  of  reducing 
the  minimum  age  at  which  old-age  benefits  are  payable  below  the 
present  age  of  65.  However,  cost  considerations  make  any  such 
change  inadvisable.  For  instance,  the  life  expectancy  at  age  65  is 
currently  12.1  years  for  men  and  13.6  years  for  women,  whereas  at 
age  60  the  corresponding  figures  are  15.1  and  17.0  years,  respectively, 
or  about  25  percent  higher.  Moreover,  contributions  would  be  paid 
for  5  years  less  if  retirement  occurred  at  age  60  instead  of  age  65. 
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The  addition  of  permanent  and  total  disability  benefits  makes  less 
necessary  the  lowering  of  the  minimum  age  for  old-age  benefits. 
Many  of  those  in  need  of  earlier  benefits  than  at  age  65  will  qualify 
under  these  provisions. 

VII.  EMPLOYMENT  INCOME  LIMITATION  FOR  OLD-AGE  AND  SURVIVORS 

INSURANCE  BENEFICIARIES 

Under  existing  law  any  person  on  the  old-age  and  survivors  insur¬ 
ance  benefits  rolls  loses  his  benefits  with  respect  to  any  month  in 
which  he  earns  $15  or  more  in  covered  employment.  If  a  retired 
wage  earner  himself  earns  above  this  amount,  not  only  his  own  ben¬ 
efit,  but  also  all  benefits  payable  to  his  dependents  are  suspended. 

Complete  abandonment,  or  too  drastic  modification,  of  the  income 
limitation  would  be  prohibitive  in  cost  to  the  system.  However,  in 
order  to  enable  beneficiaries  to  supplement  their  social-security  benefits 
to  a  greater  extent,  and  to  encourage  those  who  can  do  so  to  engage 
in  productive  employment,  the  Hill  would  increase  to  $50  a  month 
the  amount  that  may  be  earned  by  a  beneficiary  without  loss  of 
benefits. 

To  place  the  self-employed  on  a  comparable  basis  with  wage  earners, 
notwithstanding  the  fact  that  self-employment  income  is  generally 
computed  annually  and  often  will  not  be  known  with  respect  to  a  single 
month  of  a  year,  the  bill  provides  that  an  individual  with  net  earnings 
from  self-employment  of  not  more  than  $600  in  a  full  year  would  not 
thereby  be  deprived  of  his  benefit  for  any  month  of  that  year.  If  a 
beneficiary's  net  earnings  from  self-employment  exceed  the  exempt 
amount  ($600  in  a  taxable  year  of  12  months),  one  benefit  deduction 
would  be  made  for  each  $50  or  fraction  of  $50  of  income  in  excess  of 
the  exempt  amount.  Deductions  attributable  to  self-employment 
income  would,  in  general,  not  be  imposed  for  any  month  for  which 
deductions  are  imposable  for  another  reason,  such  as  earnings  of  more 
than  $50  in  wages. 

There  would  be  no  limit  upon  the  earnings  of  insured  persons  age 
75  and  over,  or  of  their  dependents  age  75  and  over,  since  compara¬ 
tively  few  persons  continue  to  work  regularly  at  substantial  wages 
after  that  age.  This  provision  has  particular  significance  for  self- 
employed  persons  and  others  engaged  in  occupations  in  which  retire¬ 
ment  is  customarily  deferred  to  an  advanced  age. 

In  view  of  the  possibility  that  income  from  a  trade  or  business  may 
represent  merely  a  return  on  investment,  or,  even  if  personal  effort  is 
involved,  that  the  services  may  have  been  rendered  in  only  some  but 
not  in  all  months  of  the  year,  the  bill  provides  that  there  shall  be  no 
loss  of  benefits  for  any  month  in  which  an  individual  has  not  rendered 
substantial  services  in  self-employment. 

There  is  no  single  rule  under  which  the  determination  of  whether 
or  not  a  beneficiary  has  rendered  substantial  services  in  self-employ¬ 
ment  hi  a  particular  month  can  be  made.  The  factors  to  be  considered 
in  such  determinations  vary  with  the  diverse  conditions  characteristic 
of  the  great  variety  of  trades  or  businesses  covered  by  the  program. 
Such  determinations  must  be  based  on  the  facts  of  the  particular  case 
with  the  aim  of  deciding  whether  by  any  reasonable  standard  the 
beneficiary  can  be  considered  to  have  been  retired  in  that  particular 
month.  The  bill  provides  lor  these  determinations  to  be  made  in 
accordance  with  regulations  of  the  Federal  Security  Administrator. 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  194  9  25 

The  following  factors,  among  others,  would  be  weighed  in  making 
these  determinations: 

(1)  The  presence  or  absence  of  a  paid  manager,  a  partner, 
or  a  family  member  who  manages  the  business. 

(2)  The  amount  of  time  devoted  to  the  business. 

(3)  The  nature  of  the  services  rendered  by  the  beneficiary. 

(4)  The  type  of  business  establishment. 

(5)  The  seasonal  nature  of  the  business. 

(6)  The  relationship  of  the  activity  performed  prior  to  the 
period  of  retirement  with  that  performed  subsequent  to  retire¬ 
ment. 

(7)  The  amount  of  capital  invested  in  the  business. 

Illustrations  of  the  application  of  these  factors  are  given  in  the 

section-by-section  analysis  of  this  report. 

To  prevent  lag  between  the  rendition  of  services  in  self-employment 
and  the  deductions  of  benefits,  beneficiaries  would  be  encouraged  to 
advise  the  Administrator  when  they  render  substantial  services  and 
expect  to  earn  more  than  the  exempt  amount  (ordinarily  $600) .  On 
the  basis  of  this  advice,  the  Administrator  would  suspend  benefits 
concurrently  with  the  beneficiary’s  receipt  of  income  from  his  trade 
or  business.  At  the  end  of  the  year,  the  Administrator  would  re¬ 
view  the  action  taken  in  the  light  of  the  beneficiary’s  actual  earnings 
for  the  year,  and  make  whatever  adjustments  are  necessary. 

VIII.  INSURED  STATUS  FOR  OLD-AGE  AND  SURVIVORS  INSURANCE 

The  extension  of  old-age  and  survivors  insurance  coverage  to  large 
new  occupational  groups  requires  changes  in  the  eligibility  provisions 
to  enable  members  of  these  groups  to  qualify  for  benefits  within  a 
reasonable  period  of  time.  However,  it  would  be  undesirable  if 
benefits  could  be  obtained  on  the  basis  of  inconsequential  amounts  of 
employment  and  contributions.  To  this  end,  the  bill  retains  the 
provision  in  the  present  law  as  the  basic  requirement  for  “fully 
insured  status”  (which  entitles  individuals  to  old-age  and  all  types  of 
dependents  and  survivors  benefits).  To  be  fully  insured  under  this 
provision,  an  individual  must  have  been  engaged  in  covered  employ¬ 
ment  either  in  approximately  half  his  possible  working  lifetime  after 
1936  or  for  10  years. 

To  reduce  the  handicap  of  a  late  start  in  the  case  of  those  whose 
occupations  will  now  be  covered  for  the  first  time  another  method  of 
becoming  insured  is  provided  which,  however,  is  applicable  to  all 
workers.  It  permits  an  individual  to  be  fully  insured,  whether  in 
newly  covered  employment  or  not,  if  he  has  worked  in  employment 
covered  by  the  act  for  approximately  5  out  of  the  10  years  immedi¬ 
ately  preceding  his  death  or  his  claim  for  old-age  benefits.  The 
change  will  be  especially  helpful  to  those  newly  covered  workers  who 
are  already  old  as  is  shown  by  table  5. 

Although  persons  who  become  fully  insured  on  the  basis  of  this 
new  alternative  will  qualify  for  benefits  in  excess  of  the  value  of  their 
contributions,  this  is  not  inconsistent  with  the  principles  of  a  con¬ 
tributory  retirement  program.  In  the  early  years  of  a  retirement 
program  special  consideration  has  to  be  given  to  those  already  nearing 
retirement  age  who,  otherwise,  would  not  be  able  to  build  up  adequate 
security.  The  civil  service  retirement  and  railroad  retirement  pro- 
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grams,  as  well  as  nearly  all  State  and  local  retirement  systems  and 
systems  in  private  industry,  include  arrangemehts  for  crediting  past 
service.  The  eligibility  requirements  in  the  old-age  and  survivors 
insurance  program  are  a  method  of  recognizing  and  giving  credit  for 
the  previous  years  of  service  which  it  may  be  presumed  the  older 
worker  has  rendered  in  occupations  now  covered  for  the  first  time. 


Table  5. — Illustrations  of  quarters  of  coverage  required  for  fully  insured  status  for 

old-age  benefits 


Age  i 

Present  law 

H.  R.  6000 

75  or  over _  _  _ 

6 

6. 

74 _ 

8 

8. 

73 _ _ 

10 

10. 

72 _ 

12 

12. 

71. _ _ _ _ 

14 

14 

70 _ 

16 

16. 

69 _ _ __ _ 

18 

18. 

68 _ _ _ _ _ 

20 

20 

67 _ _ _ _ _ _ 

22 

22) 

66 _ _ _ 

24 

24 

65  _ _ _ 

26 

26 

64 _ 

28 

28 

63 _ 

30 

30 

or  20  out  of  last  40. 

62 _ _ _ 

32 

32 

61. _ _ 

34 

34 

60 _ 

36 

36 

59 . . . . 

38 

38 

68  or  under.. .  . . . 

40 

40j 

1  Age  attained  in  first  half  of  1950. 

Note. — The  required  quarters  of  coverage  shown  above  may  be  acquired  either  before  or  after  extension 
of  coverage  in  1950. 


In  the  present  Social  Security  Act  the  measurement  of  covered 
employment,  for  purposes  of  insured  status,  is  in  terms  of  “quarters 
of  coverage.”  These  are  calendar  quarters  in  which  an  individual 
was  paid  wages  of  at  least  $50.  In  view  both  of  the  considerable  rise 
in  wages  since  1939  and  the  higher  benefit  amounts  which  would  be 
provided  by  this  bill,  your  committee  believes  that  $50  in  wages  dur¬ 
ing  a  3-month  period  now  represents  so  limited  an  attachment  to  the 
covered  labor  force  as  to  be  unsuitable  for  establishing  quarters  of 
coverage.  The  bill,  therefore,  provides  that  after  1949  a  quarter  of 
coverage  must  be  a  calendar  quarter  in  which  the  individual  was  paid 
wages  of  at  least  $100,  or  for  which  he  was  credited  with  at  least  $200 
of  self-employment  income.  Quarters  of  coverage  earned  before  1950 
on  the  basis  of  $50  will  be  retained  to  an  individual’s  credit. 

The  bill  retains  the  provision  in  the  pi’esent  law  for  currently 
insured  status  whereby  lump-sum  death  payments  and  certain  types 
of  survivors  monthly  benefits  may  be  paid  to  the  survivors  of  an 
individual  who  had  recent  employment  (approximately  half  the  time 
in  the  3-year  period  preceding  the  individual’s  death)  even  though  he 
was  not  fully  insured.  During  the  first  5  years  after  the  effective 
date  of  this  bill,  the  provision  for  paying  survivors  benefits  on  the 
basis  of  currently  insured  status  will  be  of  major  importance  for  those 
newly  covered  workers  who  die  leaving  young  children.  Such  per¬ 
sons  can  acquire  this  survivor  protection  in  the  second  quarter  of 
1951,  after  approximately  1  y2  years  of  covered  employment. 
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Disability  Insurance 

IX.  PERMANENT  AND  TOTAL  DISABILITY  INSURANCE 

A.  Needjor  disability  insurance 

The  old-age  and  survivors  insurance  system  does  not  now  meet  the 
needs  of  .those  who  become  disabled  before  they  reach  the  normal  age 
of  retirement.  At  least  2,000,000  persons  in  the  United  States  are 
chronic  invalids.  Diseases  of  the  heart  and  arteries,  cancer,  rheuma¬ 
tism,  arthritis,  kidney  diseases,  and  other  chronic  ailments  have  be¬ 
come  the  major  causes  of  permanent  disability  and  death.  Chronic 
invalidism  spares  no  age  group,  but  it  is  more  common  to  the  older 
worker,  the  one  who  has  been  in  covered  employment  for  a  number  of 
years  and  has  made  substantial  contributions  to  the  social-insurance 
system.  The  system  today  actually  penalizes  the  disabled  worker 
by  reducing,  or  extinguishing  his  right  to,  eventual  benefits,  depending 
on  his  insured  status  and  the  length  of  his  absence  from  the  labor 
market.  The  addition  of  permanent  and  total  disability  benefits 
will  inject  more  realism  into  the  retirement  concept,  and  will  effec¬ 
tively  counteract  pressures  for  a  reduction  in  the  age  of  normal  retire¬ 
ment. 

The  coverage  provided  by  private  insurance  is  very  limited  in  this 
area.  A  few  employed  groups  have  some  protection  through  special 
funds.  Employees  disabled  on  the  job  may  benefit  from  State  work¬ 
men’s  compensation  laws — but  only  about  5  percent  of  all  permanent 
and  total  disability  cases  are  work-connected.  The  Congress  in  the 
past  has  enacted  legislation  providing  permanent  and  total  disability 
benefits  for  railroad  workers,  veterans,  and  most  Federal  employees. 
Also  many  State  and  local  government  employees  are  provided  dis¬ 
ability  protection  in  their  pension  plans.  But  for  most  wage  earners 
and  self-employed  there  is  now  no  protection  against  income  loss 
caused  by  permanent  and  total  disability. 

Consideration  has  been  given  to  the  proposal  that  benefits  for 
permanent  and  total  disability  be  confined  solely  to  a  separate  category 
of  public  assistance.  Your  committee  believes,  however,  that  public 
assistance  can  meet  only  part  of  the  problem.  Notwithstanding 
the  present  size  of  its  rolls,  public  assistance  is  essentially  a  supple¬ 
mentary  measure  which  should  taper  off  as  the  insurance  program 
matures.  In  permanent  and  total  disability  we  are  dealing  funda¬ 
mentally  with  the  problem  of  involuntary,  premature  retirement. 
The  worker  who  has  paid  social  insurance  contributions  for  a  number 
of  years — perhaps  over  much  of  his  working  lifetime— has  a  real 
stake  in  the  system  which  deserves  to  be  recognized.  He  should  not 
be  required  to  show  need  to  become  entitled  to  benefits.  Support 
for  this  view  is  found  in  the  recommendations  for  a  permanent  and 
total  disability  insurance  program  made  last  year  by  the  Senate 
Finance  Committee’s  Advisory  Council  on  Social  Security. 

Accordingly,  the  bill  provides  for  permanent  and  total  disability 
benefits  under  old-age  and  survivors  insurance,  as  well  as  under  public 
assistance.  The  assistance  payments  will  be  available  only  to  those 
needy  disabled  who  either  cannot  qualify  for  insurance  payments  or 
who  need  supplementary  aid. 

The  committee  recommends  a  conservative  disability  insurance 
program  to  fill  the  present  gap  in  the  social  insurance  system.  The 
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program  would  apply  only  to  those  wage  earners  and  self-employed 
persons  who  have  been  regular  and  recent  members  of  the  labor  force 
and  who  can  no  longer  continue  gainful  work.  Disability  benefits  for 
the  worker  will  be  computed  in  the  same  manner  as  old-age  benefits 
(the  amount  of  the  benefit  is  computed  as  though  the  individual  had 
attained  age  65  on  the  date  he  became  disabled).  Mindful  of  the 
added  costs,  your  committee  does  not  recommend  payment  of  benefits 
to  dependents  of  disabled  beneficiaries. 

B.  Administration  oj  the  'program 

The  Federal  social-insurance  system  has  the  necessary  basic  experi¬ 
ence  and  equipment  for  proper  administration  of  disability  insurance 
benefits.  Clerical  and  mechanical  processing  involved  in  disability 
claims  would  be  essentially  the  same  as  that  in  the  present  old-age 
and  survivors  insurance  program.  Medical  determinations  of  disa¬ 
bility  will,  of  course,  introduce  a  larger  element  of  individual  judg¬ 
ment  ;  but  no  factor  is  introduced  which  F ederal  and  State  governments 
have  not  hitherto  incorporated  in  programs  now  being  successfully 
administered.  A  limited  number  of  professional  people  would  be 
required  on  the  regular  staff  of  the  Bureau  of  Old-Age  and  Survivors 
Insurance  to  make  determinations  of  disability. 

The  administrative  costs  would  be  payable  out  of  the  trust  fund 
in  the  same  manner  as  all  other  administrative  costs  of  the  program. 

Your  committee  has  been  favorably  impressed  with  the  adminis¬ 
tration  of  the  old-age  and  survivors  insurance  program.  We  now 
have  a  strong,  well-tested  social-insurance  structure  into  which  the 
proposed  disability  benefits  can  be  appropriately  blended  with 
efficiency  and  economy  of  operation.  Disability  insurance  benefits 
will  provide  the  necessary  balanced  protection  which  the  program 
has  lacked  so  far. 

C.  Effective  date  for  disability  insurance  benefits 

The  first  day  on  which  permanent  and  total  disability  will  be 
recognized  for  benefit  purposes  is  June  30,  1950,  and  the  individual 
must  be  insured  on  that  date.  The  6-month  waiting  period  for 
qualified  disabled  workers  who  are  disabled  prior  to  July  1950  would 
be  completed  at  the  end  of  December  1950.  Thus,  the  first  month 
for  which  disability  insurance  benefits  will  be  paid  under  the  bill  is 
January  1951.  Under  the  insured  status  provisions  of  the  bill,  no 
person  disabled  before  July  1948,  and  without  quarters  of  coverage 
after  that  date,  would  be  eligible  for  disability  benefits. 

D.  Insured  status  for  disability  insurance  benefits 

Benefits  for  permanent  and  total  disability  will  be  limited  to  wage 
earners  and  self-employed  persons  who  are  regular  members  of  the 
labor  force.  The  coverage  requirements  for  insured  status  will  screen 
out  most  of  those  employed  only  intermittently  or  for  limited  periods. 
The  requirements  for  disability  insurance  benefits  are  more  restrictive 
than  those  for  retirement  or  death  benefits  in  order  to  make  certain 
that  only  those  workers  will  be  eligible  whose  disability  can  be  pre¬ 
sumed  to  have  caused  a  loss  of  current  earnings.  For  disability  bene¬ 
fits,  a  worker  must  have  at  least  20  quarters  of  coverage  out  of  the 
40-calendar-quarter  period  ending  with  the  quarter  of  disablement; 
in  addition,  for  the  purpose  of  testing  recent  attachment  to  the  labor 
force,  he  must  have  6  quarters  of  coverage  out  of  the  13-quarter  pe- 
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riod  ending  with  the  quarter  of  disablement.  This  latter  provision 
is  designed  to  exclude  persons,  such  as  voluntarily  retired  housewives 
and  other  workers,  who  have  left  the  labor  force  and  are  uo  longer 
dependent  on  their  earnings.  The  provisions  requiring  recent  em¬ 
ployment  may  be  somewhat  severe  for  workers  who  have  very  lengthy 
periods  of  unemployment  before  disablement;  they  may  similarly  af¬ 
fect  some  persons  whose  slowly  developing  disabilities  prevent  them 
from  performing  their  customary  work  but  who  are  not  yet  perma¬ 
nently  and  totally  disabled.  Your  committee  believes  that  adminis¬ 
trative  difficulties  prevent  payment  of  disability  benefits  to  those  who 
became  disabled  long  before  the  disability  program  goes  into  effect. 
It  would  be  very  difficult  in  most  instances  to  determine  exactly 
when  such  disability  occurred  and  whether  insured  status  existed  at 
that  time. 

E.  Concept  oj  disability 

An  insured  worker,  to  qualify  for  permanent  and  total  disability 
benefits,  must  be  stricken  with  an  illness,  injury,  or  other  physical  or 
mental  impairment  which  makes  it  impossible  for  him  to  continue  any 
substantially  gainful  activity.  It  will  not  be  sufficient  that  he  be  dis¬ 
abled  only  for  his  customary  work;  he  must  be  disabled  for  all  types  of 
work,  and  the  impairment  must  be  permanent.  These  are  concepts 
for  which  medical  and  administrative  standards  are  well  established 
under  comparable  programs,  such  as  the  programs  for  permanently 
and  totally  disabled  veterans.  Benefits  will  be  paid  to  qualified  dis¬ 
abled  workers  for  the  month  following  an  initial  waiting  period  of  6 
consecutive  calendar  months  of  total  disability. 

An  insured  worker  would  also  be  disabled,  by  definition,  if  he  is 
blind  within  the  meaning  of  the  term  as  used  in  the  bill.  The  required 
degree  of  sight  loss  to  be  “blind”  for  permanent  and  total  disability 
benefits  is  the  same  as  that  established  for  service-connected,  total 
(100  percent)  disabling  blindness  under  the  veterans’  program  (the 
definition  of  disability  in  the  bill  parallels  closely  that  used  for  total 
disability  by  the  Veterans’  Administration).  A  worker  who  meets 
this  statutory  definition  of  blindness  is  presumed  to  be  incapable  of 
all  types  of  substantially  gainful  work.  Persons  who  do  not  meet 
the  statutory  definition,  but  who  nevertheless  have  a  severe  visual 
handicap  (economic  blindness)  are  in  the  same  position  as  all  other 
disabled  persons,  i.  e.,  they  may  qualify  for  disability  insurance  bene¬ 
fits  under  the  general  definition  of  disability  if  they  are  unable  to 
engage  in  any  substantially  gainful  activity  by  reason  of  their  impair¬ 
ment. 

Your  committee,  in  considering  appropriate  definitions  for  a  social- 
insurance  disability  program,  has  studied  the  precedents  of  commer¬ 
cial  insurance  policies  and  Government  life  insurance  for  veterans. 
Under  these  programs  total  disability  which  continues  for  more  than 
a  specified  period  (generally  4  or  6  months)  is  compensable  thereafter, 
subject  to  reexamination.  The  duration  of  disability  throughout  the 
waiting  period  sets  up  a  presumption  of  permanence  or  of  protracted 
total  disability.  Such  a  presumption  gives  administrative  simplicity 
but  can  result  in  the  compensation  of  some  individuals  whose  recovery 
may  be  expected,  according  to  medical  prognosis,  within  relatively 
short  periods  of  time  after  the  expiration  of  a  6-month  waiting  period. 
However,  such  cases  would  not  be  compensable  under  the  permanent- 
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total  disability  program  provided  by  the  bill.  It  is  true  that  persons 
who  have  been  totally  disabled  for  more  than  6  months  can  generally 
be  presumed  to  have  suffered  a  substantial  loss  of  earnings  and  may 
need  some  form  of  income  replacement.  Your  committee  believes, 
as  this  is  a  new  program,  that  a  cautious  approach  to  the  payment  of 
disability  benefits  is  necessary  to  prevent  abuses. 

F.  Employment  income  limitation 

Disability  beneficiaries  will  be  subject  to  a  work  clause  with  pro¬ 
visions  similar  to  those  applying  to  old-age  and  survivors  insurance 
beneficiaries;  benefits  will  be  suspended  for  months  in  which  the  dis¬ 
abled  beneficiary  earns  more  than  $50  in  wages  or  in  self-employment 
activity.  The  disability  wo/rk  clause  covers  all  types  of  employment 
and  self  employment,  not  merely  earnings  covered  by  the  law.  Since 
the  program  insures  against  inability  to  perform  all  types  of  work, 
earnings  in  any  type  of  job  may  be  an  indication  of  recovery. 

It  is  unlikely  that  disability  beneficiaries  will  be  able  to  have  sub¬ 
stantial  earnings  except  under  unusual  circumstances  such  as  when  an 
employer  provides  a  job  which  is  specifically  tailored  to  the  disabled 
person’s  residual  capacities.  Any  disabled  person,  unless  blind,  who 
demonstrates  an  earning  capacity  that  approaches  or  exceeds  $50  a 
month  would  be  reexamined  immediately  without  waiting  for  the 
periodic  reexamination  normally  scheduled  for  beneficiaries.  Pending 
reexamination  and  a  determination  as  to  whether  the  individual  has 
regained  earning  capacity  (and  should  therefore  be  removed  from  the 
roll),  the  work  clause  serves  the  useful  purpose  of  withholding  benefits. 
Of  course,  persons  who  meet  the  test  of  “blindness”  in  the  bill  will 
continue  to  be  disabled  by  definition,  regardless  of  the  amount  of 
their  earnings;  but  for  these  individuals,  also,  the  work  clause  provides 
a  satisfactory  way  of  withholding  payments  while  earnings  continue 
in  excess  of  $50. 

G.  Adjustment  to  workmen’s  compensation 

Payment  of  disability  benefits  under  the  Federal  social-security 
program  should  not  restrict  or  interfere  with  the  continued  develop¬ 
ment  of  adequate"workmen’s  compensation  (programs  in  the  United 
States. 

Workmen’s  compensation  is  payable  only  in  approximately  5  per¬ 
cent  of  all  cases  of  income  loss  due  to  permanent  and  total  disability, 
so  that  the  area  of  potential  duplication  is  small.  Nevertheless,  ade¬ 
quate  safeguards  should  be  maintained  against  unwarranted  duplica¬ 
tion  of  the  two  types  of  benefits.  The  total  of  benefits  payable  under 
the  two  programs  should  not  be  excessive  in  relation  to  the  purpose 
for  which  the  benefit  payments  are  intended. 

The  bill  provides  that  an  individual,  entitled  to  disability  benefits 
under  both  programs  on  account  of  the  same  disability  for  the  same 
period  of  time,  will  have  his  social-security  disability  benefit  reduced 
by  an  amount  equal  to  one-half  of  whichever  of  the  two  benefits  is  the 
smaller.  Payment  of  a  portion  of  the  social  insurance  benefit  in  such 
cases  is  in  recognition  of  the  fact  that  the  worker  has  established  a 
right  to  some  such  benefit  through  his  contributions. 
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H.  Coordination  with  old-age  and  survivors  insurance  benefits 

At  age  65,  when  a  disability  beneficiary  reaches  normal  retirement 
age,  he  will  be  automatically  transferred  to  the  old-age  rolls,  and  the 
provisions  of  the  bill  governing  old-age  insurance  benefits  will  apply. 
As  a  result,  the  eligible  wife  and  children  of  a  transferred  beneficiary 
may  then  become  entitled  to  dependent’s  benefits.  Similarly,  upon 
the  death  of  an  individual  entitled  to  disability  benefits,  regular 
survivor  benefits  may  be  paid  to  his  family.  The  bill  provides  that 
periods  of  disability  will  not  be  taken  into  account  in  determining 
insured  status  for  subsequent  old-age  or  survivor  benefits;  also  there 
will  be  no  loss  or  reduction  of  these  benefits  because  of  years  during 
disability  which  are  not  years  of  coverage. 

Cost  of  Insurance  Programs 

X.  ACTUARIAL  COST  ESTIMATES  AND  FINANCING  OF  OLD-AGE,  SURVIVORS, 

AND  DISABILITY  INSURANCE 

Estimates  of  the  future  costs  of  the  old-age,  survivors,  and  dis¬ 
ability  insurance  program  are  affected  by  many  factors  that  are  diffi¬ 
cult  to  determine.  Accordingly  the  assumptions  used  may  differ 
widely  and  yet  be  reasonable.  The  cost  estimates- — because  of  the 
time  element- — necessarily  have  been  made  on  a  preliminary  basis. 
It  would  be  desirable  to  present  the  cost  estimates  as  a  range  to  indi¬ 
cate  the  several  results  that  might  occur  in  the  future  depending 
upon  how  conditions  and  experience  occur.  However,  under  the 
circumstances  the  estimates  have  been  developed  on  an  intermediate 
basis  which  is,  of  course,  subject  to  a  significant  range.  Your  com¬ 
mittee  recognizes  and,  in  fact,  wishes  to  stress  the  difficulties  involved 
in  estimating  the  long-range  costs  of  the  system.  Because  of  numer¬ 
ous  factors  such  as  the  aging  of  the  total  population  of  the  country 
and  the  inherent  slow  but  steady  growth  of  the  benefit  roll  in  any 
retirement  program,  benefit  payments  may  be  expected  to  increase 
continuously  for  at  least  the  next  50  years. 

In  general,  the  costs  are  shown  as  a  percentage  of  covered  pay 
roll.  It  is  believed  that  this  is  the  best  measure  of  the  financial  cost 
of  the  program.  Dollar  figures  taken  alone  are  misleading  because, 
for  example,  extension  of  coverage  and  raising  the  wage  base  will 
increase  not  only  the  outgo  but  also  the  income  of  the  system. 

Your  committee  has  very  carefully  considered  the  problems  of  cost 
in  determining  the  benefit  provisions  recommended.  Also  your  com¬ 
mittee  is  firmly  of  the  belief  that  the  old-age,  survivors,  and  disability 
insurance  program  should  be  on  a  completely  self-supporting  basis. 
Accordingly,  the  bill  eliminates  the  provision  added  in  1943  authorizing 
appropriations  to  the  program  from  general  revenues.  At  the  same 
time,  your  committee  has  recommended  a  tax  schedule  which  it  be¬ 
lieves  will  make  the  system  self-supporting  (or  in  other  words,  actuari- 
ally  sound)  as  nearly  as  can  be  foreseen  under  present  circumstances. 
Future  experience  may  differ  from  the  estimates  so  that  this  tax  sched¬ 
ule,  at  least  in  the  distant  future,  may  have  to  be  modified  slightly — 
either  upward  or  downward.  This  may  readily  be  determined  by 
future  Congresses  after  the  revised  program  has  been  in  operation  for 
a  decade  or  two. 


32 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949 


The  tax  schedule  recommended  is  as  follows : 


Calendar  year 

Employee 

Employer 

Self- 

employed 

1950  -  ---  -  -  _  _ _ _ 

Percent 

1 M 
2 

2H 

3 

3M 

Percent 

1J4 

2 

2M 

3 

3M 

Percent 

2M 

3 

3  H 

4  H 

PA 

1951-59  - . .  -  .  _ 

1960-64 _ _ - 

1965-69  _ 

This  tax  schedule  has  been  determined  on  the  basis  of  the  following 
actuarial  cost  figures.  Table  6  gives  an  estimate  of  the  level-premium 
cost  of  the  program  recommended  by  your  committee,  tracing  through 
the  increase  in  cost  over  the  present  program  according  to  the  major 
types  of  changes  proposed.  A  “level-premium  cost”  may  be  defined 
as  the  contribution  rate  which,  if  charged  from  1950  on,  would  meet  all 
benefit  payments  after  1949  (including  the  benefit  payments  to  those 
on  the  roll  prior  to  1950  and  the  increases  which  they  receive  through 
the  conversion  table).  This  level-premium  rate  would  produce  a  very 
considerable  amount  of  excess  income  in  the  early  years  which,  invested 
at  interest,  would  help  considerably  in  meeting  the  higher  benefit  outgo 
ultimately.  It  should  be  emphasized  that  your  committee  does  not 
recommend  that  the  system  be  financed  by  a  high,  level  tax  rate  from 
1950  on  but  rather  has  recommended  an  increasing  schedule,  which — - 
of  necessity — will  ultimately  have  to  rise  higher  than  the  level-premium 
rate.  Nonetheless,  this  graded  tax  schedule  will  produce  a  consider¬ 
able  excess  of  income  over  outgo  for  many  years  so  that  a  sizable  trust 
fund  will  arise;  this  fund  will  be  invested  in  Government  securities 
(just  as  is  mucb  of  the  reserves  of  life  insurance  companies  and  banks, 
and  as  is  also  the  case  for  the  trust  funds  of  the  civil  service  retirement, 
railroad  retirement,  national  service  life  insurance,  and  United  States 
Government  life  insurance  systems),  and  the  resulting  interest  income 
will  help  to  bear  part  of  the  increased  benefit  costs  of  the  future.  For 
comparing  the  costs  of  various  possible  alternative  plans  and  provi¬ 
sions,  the  use  of  level-premium  rates  is  helpful  as  a  convenient 
yardstick. 


Table  6. — Preliminary  estimate  of  level-premium  costs  as  percentage  of  pay  roll,  by 

type  of  change 

Percent 

Cost  of  benefits  of  present  law _  4.  45 


Effect  of  proposed  changes  in  bill: 
Benefit  formula _ 


1.  35 


(a)  New  benefit  percentages  including  minimum 


and  maximum  benefit  provisions _ +3.  10 

(6)  New  average  wage  basis  and  continuation 

factor _  — .  65 

(c)  Reduction  in  increment _  — .  80 

( d )  Increase  in  wage  base  to  $3,600 _  — .  30 

Liberalized  eligibility  conditions _  -f- .  05 

Liberalized  work  clause _  -f.  20 

Revised  lump-sum  death  payment _  +.  05 

Additional  survivor  benefits  1 _  -f-.  10 


i  r?^e  for  ®rst  survivor  child  and  for  parents,  and  more  liberal  eligibility  conditions  for  determining 

child  dependency  on  married  women  workers. 
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Table  6. — Preliminary  estimate  of  level-premium  costs  as  percentage  of  pay  roll,  by 

type  of  change — Continued 

Effect  of  proposed  changes  in  bill — Continued  Percent 

Extension  of  coverage _  — .  50 

Permanent  and  total  disability  benefits _  +.  50 

Net  total  for  all  changes _  +1.  75 

Cost  of  benefits  of  bill _  6.  20 

Administrative  costs  expressed  as  level-premium _  +.  15 

Interest  on  present  trust  fund  as  level-premium _ _ _  — .  20 

Net  level-premium  cost  of  bill _  6.  15 


Note. — These  figures  are  preliminary  and  subject  to  change.  They  represent  an  intermediate  estimate 
which  is  subject  to  a  significant  range  because  of  the  possible  variation  in  the  cost  factors  involved  in  the 
future.  The  computations  are  based  on  a  compound  interest  rate  of  2  percent  per  annum.  The  order  in 
which  these  various  changes  are  considered  in  the  table  affects  how  much  of  the  increase  in  cost  is  attributed 
to  a  specific  element. 

As  will  be  seen  from  table  6,  the  level-premium  cost  ot  the  present 
law — taking  into  account  2  percent  interest— is  about  4%  percent  of 
pay  roll;  this  is  considerably  lower  than  the  cost  was  estimated  to  be 
when  the  program  was  revised  in  1939,  largely  because  of  the  rise 
in  the  wage  level  which  has  occurred  in  the  past  decade  (higher 
wages  result  in  lower  cost  as  a  percentage  of  pay  roll  because  of  the 
weighted  nature  of  the  benefit  formula).  While  the  increase  in 
benefits  for  those  now  on  the  roll  will  result  in  a  considerable  outgo 
from  the  trust  fund  over  the  next  10  to  15  years,  the  cost  increase 
due  to  this  is  only  a  small  fraction  of  the  reduction  in  cost  of  the  over¬ 
all  program  resulting  from  the  higher  general  wage  level. 

If  in  the  future  the  wage  level  should  be  considerably  above  that 
which  now  prevails,  and  if  the  benefits  for  those  on  the  roll  were  at 
some  time  adjusted  upward  on  this  account,  the  increased  outgo 
resulting  will,  in  the  same  fashion,  be  far  more  than  offset.  The  cost 
estimates,  however,  have  not  taken  into  account  the  possibility  of  a 
rise  in  wage  levels,  as  has  consistently  occurred  ovrer  the  past  history 
of  this  country.  If  such  an  assumption  were  used  in  the  cost  esti¬ 
mates,  the  cost  relative  to  pay  roll  would  naturally  be  lower. 

Under  the  benefit  provisions  of  the  bill  the  level-premium  cost  is 
increased  to  almost  6$  percent  of  pay  roll.  However,  this  figure  must 
be  adjusted  slightly  for  two  factors,  namely,  the  administrative  costs, 
which  are  charged  directly  to  the  trust  fund,  and  the  interest  earnings 
on  the  present  trust  lund,  which  is  now  about  $12,000,000,000. 
Considering  all  these  elements  the  net  level-premium  cost  of  the  bill 
is  shown  to  be  6.15  percent  of  pay  roll. 

As  an  indication  of  the  effect  of  various  factors  on  the  estimated 
actuarial  costs,  it  may  be  pointed  out  that  if  an  interest  rate  of  2% 
percent  were  used  rather  than  2  percent,  the  net  level-premium  cost 
of  the  bill  would  be  reduced  to  6.00  percent.  (The  interest  rate  which 
determines  the  yield  of  new  investments  for  the  trust  fund  is  now 
2.23  percent,  but  until  it  rises  to  2.25  percent,  such  investments 
continue  to  be  made  at  2 %  percent.) 

Table  7  compares  the  year-by-year  cost  of  the  benefit  payments, 
both  for  the  present  act  and  under  the  bill.  These  figures  are  based 

95560—49 - 3 
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on  a  level  wage  trend  in  the  future  and  do  not  consider  cyclical  business 
trends  (booms  and  depressions)  which  over  a  long  period  of  years 
will  tend  to  average  out.  Although  the  dollar  amount  of  the  increase 
in  1950  of  the  bill  over  the  present  act  is  substantial,  the  cost  as  a 
percentage  of  pay  roll  does  not  rise  much.  This  results  from  the 
increase  in  the  total  covered  pay  roll,  both  due  to  the  newly  covered 
categories  and  to  the  change  in  the  wage  base  from  $3,000  to  $3,600. 
The  benefit  costs  expressed  as  a  percentage  of  pay  roll  do  not  exceed 
the  employer-employee  combined  tax  rate  until  about  1980.  In  other 
words,  for  approximately  the  next  three  decades,  according  to  this 
estimate,  income  to  the  system  will  exceed  outgo;  under  the  most 
unfavorable  plausible  circumstances  outgo  could  not  exceed  income 
in  less  than  15  years. 

Table  7. — Preliminary  estimate  of  cost  of  benefit  payments  under  present  act  and 

under  H.  R.  6000 


Calendar  year 

In  percent  of  pay  roll 

Amount  (in  billions) 

Present  act 

H.  R.  6000 

Present  act 

H.  R.  6000 

Percent 

Percent 

1950 _ _ _ _ _ _ 

0.9 

1.1 

$0.7 

$1.3 

1955 . . . . 

1.6 

2.2 

1.4 

2.6 

I960.. _ _ _ _ 

2.1 

3.2 

1.8 

3.8 

1970... _ _ _ _ _ 

3.1 

4.8 

2.9 

6.2 

1980 . . . . . 

4.3 

6.2 

4.3 

8.4 

1990 . . . . . . 

5.5 

7.6 

5.8 

10.6 

2000 . . . . 

6.2 

8.1 

6.8 

11.7 

Level-premium: 

At  2  percent  interest _ 

4.45 

6.20 

At  2!4  percent  interest . . 

4.35 

6. 05 

Note, — These  figures  are  preliminary  and  subject  to  change.  They  represent  an  intermediate  estimate 
which  is  subject  to  a  significant  range  because  of  the  possible  variation  in  the  cost  factors  involved  in  the 
future.  For  definition  of  “level-premium,”  see  text. 


Table  8  presents  estimates  of  the  size  of  the  trust  fund  which  will 
result  under  the  bill  according  to  the  tax  schedule  provided  therein. 
At  a  2-percent  interest  rate,  the  trust  fund  rises  steadily  and  reaches 
a  maximum  of  over  $90,000,000,000  at  some  time  shortly  after  1990. 
At  a  2%  percent  interest  rate,  this  maximum  is  about  $100,000,000,000 
and  is  reached  a  few  years  later.  However,  it  will  be  noted  that 
under  either  interest  basis  the  trust  fund  shows  an  eventual  decrease 
which  indicates  that  the  system  is  not  quite  self-supporting.  How¬ 
ever,  as  mentioned  previously,  your  committee  definitely  believes  that 
the  system  should  be  self-supporting,  and  the  tax  rates  were  chosen 
so  that  this  would  be  accomplished  as  closely  as  possible. 

In  evaluating  the  ultimate  size  of  the  trust  fund,  there  should  be 
kept  in  mind  the  fact  that  the  liabilities  of  the  system  likewise  are 
correspondingly  large.  Fifty  years  hence  estimated  benefit  payments 
(as  shown  by  table  8)  will  be  almost  $12,000,000,000  per  year;  the 
actuarial  liability  for  the  benefits  then  in  current  payment  status 
(disregarding  those  which  will  fall  due  or  be  claimed  thereafter)  will 
be  $100,000,000,000  to  $125,000,000,000,  and  an  insurance  company 
would  have  to  hold  reserves  of  comparable  amounts  to  meet  its  legal 
liability  under  similar  circumstances. 
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Table  8. — Preliminary  estimate  of  size  of  trust  fund  under  H.  R.  6000 
[All  figures  in  billions  of  dollars] 


Calendar  year 

Pay  roll 
in  year 

Contribu¬ 
tions  for 
year 

Benefit 
payments 
for  year 

Trust  fund  at  beginning 
of  year,  based  on  in¬ 
terest  at — 

2  percent 

2H  percent 

1950 _ 

$115 

$3.3 

$1.3 

$12.2 

$12.2 

1955 _ 

118 

4.6 

2.6 

23.  7 

24.0 

1960 _ 

120 

5.9 

3.8 

35.1 

35.7 

1970 _ _ 

130 

8.3 

6.2 

60. 1 

62. 1 

1980 _ 

135 

8.6 

8.4 

83.  5 

87.8 

1990 _  _ _ 

140 

8.9 

10.6 

91.1 

98.6 

2000 _ _ 

145 

9.2 

11.7 

84.4 

95.9 

Note. — These  figures  are  preliminary  and  subject  to  change.  They  represent  an  intermediate  estimate 
which  is  subject  to  a  significant  range  because  of  the  possible  variation  in  the  cost  factors  involved  in  the 

future. 


It  would  not  be  possible  realistically  to  set  down  a  long-range  tax 

fiedule  which  would  make  the  system  exactly  self-supporting.  Even 
all  of  the  facts  about  the  future  were  known,  the  resulting  tax 
schedule  would  contain  an  ultimate  rate  of  an  unwieldy,  fractional 
amount.  Accordingly,  your  committee  has  selected  the  ultimate 
employer-employee  tax  rate  of  6K  percent  as  producing  to  all  intents 
and  purposes  a  self-financed  old-age,  survivors,  and  disability  insur¬ 
ance  system.  It  should  be  noted  that  because  the  tax  rate  for  the 
self-employed  is  lower  than  the  employer-employee  combined  rate,  a 
system  with  a  6.15  percent  level-premium  cost  could  not  be  self-sup¬ 
porting  with  a  6.15  percent  contribution  rate  from  employer  and 
employee.  Rather  the  employer-employee  rate  would  have  to  be 
about  6.3  percent  and  the  self-employed  rate  about  4.7  percent. 

If  a  7  percent  ultimate  employer-employee  rate  had  been  chosen, 
the  cost  estimates  developed  would  have  indicated  that  the  system 
would  be  slightly  overfinanced.  Your  committee  believes  that  it  is 
not  necessary  in  such  a  long-range  matter  to  attempt  to  be  unduly 
conservative  and  provide  an  intentional  overcharge— especially  when 
it  is  considered  that  it  will  be  many,  many  years  before  any  deficit 
or  excess  in  the  ultimate  rate  will  be  determined  and  even  at  that 
time  it  will  probably  be  of  only  a  small  amount. 

■Table  9  presents  an  estimate  of  the  cost  of  the  benefits  in  the  bill 
ior  various  future  years  as  a  percentage  of  pay  roll  for  each  of  the 
different  types  of  benefits  separately. 


Table  9 .—Preliminary  estimate  of  annual  costs  of  H.  R.  6000,  by  type  of  benefit, 

as  percentages  of  pay  roll 


Calendar  year 

Old 

age 

Dis¬ 

ability 

Wife’s 

Wid¬ 

ow's 

Par¬ 

ent’s 

Child’s 

Moth¬ 

er’s 

Lump 

sum 

Total 

1950 _ 

Percent 

0.6 

Percent 

Percent 

0. 1 

Percent 

0.1 

i 

Percent 

0.2 

Percent. 

0 

Percent 

0.1 

Percent 

1.1 

1955 _ _ _ 

1.0 

0.2 

.2 

.3 

.4 

0.1 

.1 

2.2 

I960 .  .  . . 

1.5 

.4 

.3 

.5 

o) 

.4 

.1 

.1 

3.2 

1970 _ 

2.4 

.6 

.4 

.9 

(>) 

.4 

.1 

.1 

4.8 

1980 _  ....  _ 

3.5 

.6 

.4 

1.1 

o) 

.4 

.1 

.1 

6.2 

1990 _ 

4.7 

.6 

.5 

1.2 

(i) 

.4 

.1 

.1 

7.6 

2000 _ 

Level-premium  at  2  percent 

5.3 

.6 

.5 

1.2 

(>) 

.3 

.1 

.1 

8.1 

interest . . . 

'  3.7 

.5 

.4 

1.0 

0) 

.4 

.1 

.1 

6.2 

1  Less  than  0.05  percent. 


Note. -r These  figures  are  preliminary  and  subject  to  change.  They  represent  an  intermediate  estimate 
which  is  subjpct  to  a  significant  range  because  of  the  possible  variation  in  the  cost  factors  involved  in  the 
future.  For  definition  of  “level-premium,”  see  text. 
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The  preceding  cost  estimates  do  not  take  into  account  the  special 
benefits  provided  for  veterans,  since  the  additional  costs  therefor  are 
met  from  the  general  treasury  from  time  to  time  as  they  arise,  rather 
than  from  contributions  of  the  participants  in  the  program.  The 
benefits  contained  in  present  law  (namely,  in  sec.  210,  which  in  general 
provides  survivor  benefits  for  veterans  who  die  within  3  years  after 
discharge)  will,  over  the  course  of  the  next  50  years,  result  in  increased 
outgo  of  about  $75,000,000  (to  date,  less  than  $12,000,000  has  been 
expended  under  this  provision). 

Under  the  bill  it  is  proposed  to  give  wage  credits  of  $160  for  each 
month  ol  military  service,  not  only  to  veterans  but  also  in  respect  to 
those  who  died  in  service.  Your  committee  believes  that  the  addi¬ 
tional  cost  entailed  should  be  met  by  appropriations  from  general 
funds  as  the  additional  benefit  payments  resulting  from  this  provision 
occur,  rather  than  by  a  single  large  immediate  appropriation  which 
would  necessarily  be  an  estimate  and  therefore  might  be  more  or  less 
than  sufficient. 

It  is  estimated  that  the  total  cost  of  these  veterans’  benefits  will 
amount  to  about  $1,500,000,000  spread  over  the  next  50  years,  with 
most  of  this  outgo  coming  some  40  to  50  years  hence.  However,  there 
will  be  a  very  considerable  outgo  over  the  next  10  years  in  respect  to 
the  children  and  widows  of  men  who  died  in  service.  For  this  group, 
the  increased  outgo  from  the  trust  fund  will  be  about  $20,000,000  in 
1950  and  will  average  about-  $15,000,000  a  year  over  the  next  decade. 
However,  since  by  1960  virtually  all  of  these  children  will  have 
attained  age  18,  the  disbursements  for  this  group  will  fall  off  quite 
sharply  and  will  not  thereafter  be  of  any  significant  size  until  about 
35  years  from  now  when  the  widows  will  be  reaching  retirement  age. 

XI.  INVESTMENTS  OF  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST 

FUND 

The  trust  fund  has  been  invested  in  United  States  Government 
securities,  which  represeqt  the  proper  form  of  investment.  Your 
committee  does  not  agree  with  those  who  criticize  this  form  of  invest¬ 
ment  on  the  ground  that  the  Government  spends  for  general  purposes 
the  money  received  from  the  sale  of  securities  to  the  fund.  Actually 
such  investment  is  as  reasonable  and  proper  as  is  the  investment  by 
life  insurance  companies  of  their  own  reserve  funds  in  Government 
securities.  The  fact  that  the  Government  uses  the  proceeds  received 
from  the  sales  of  securities  to  pay  the  costs  of  the  war  and  its  other 
expenses  is  entirely  legitimate.  It  no  more  implies  mishandling  of 
moneys  received  from  the  sale  of  securites  to  the  trust  fund  than  is 
the  case  for  money  received  from  the  sale  of  United  States  securities 
to  life  insurance  companies,  banks,  and  individuals. 

The  investment  of  the  excess  income  of  the  trust  fund  in  Gov¬ 
ernment  securities  does  not  mean  that  people  have  been  or  will 
be  taxed  twice  for  the  same  benefits,  as  has  been  charged.  The 
following  example  illustrates  this  point:  Suppose  some  year  in  the 
future  the  outgo  under  the  old-age  and  survivors  insurance  system 
should  exceed  pay  roll  tax  receipts  by  $100,000,000.  If  there  were 
then  $5,000,000,000  of  United  States  2-percent  bonds  in  the  trust 
fund,  they  would  produce  interest  amounting  to  $100,000,000  a  year. 
This  interest  would,  of  course,  have  to  be  raised  by  taxation.  But. 
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suppose  there  were  no  bonds  in  the  trust  fund.  In  that  event,  the 
$100,000,000  to  cover  the  deficit  in  the  old-age  and  survivors  insurance 
system  would  have  to  be  raised  by  taxation.  In  addition,  another 
$100,000,000  would  have  to  be  raised  by  taxation  to  pay  interest  on 
$5,000,000,000  of  Government  bonds  owned  by  someone  else;  if 
the  Government  had  not  been  able  to  borrow  from  the  trust  fund, 
it  would  have  had  to  borrow  the  same  amount  from  other  sources. 
In  other  words,  the  ownership  of  the  $5,000,000,000  in  bonds  by  the 
old-age  and  survivors  insurance  system  would  prevent  the  $100,000,000 
from  having  to  be  raised  twice — quite  the  opposite  from  the  “double 
taxation”  criticism  that  has  been  raised. 

It  might  be  appropriate  to  again  point  out  that  funds  of  insurance 
systems  which  have  been  set  up  by  the  Congress  are  invested  in  the 
same  manner  as  the  old-age  and  survivors  insurance  trust  fund. 
Moreover,  most  of  these  other  trust  funds  receive  for  their  investments 
a  higher  rate  of  interest  (usually  3  to  4  percent)  as  compared  with  the 
rate  on  securities  sold  to  the  old-age  and  survivors  insurance  trust 
fund  which  is  based  on  the  average  rate  of  interest  on  all  interest- 
bearing  obligations  of  the  United  States.  Pertinent  data  on  the  most 
important  of  these  other  trust  funds  are  as  follows: 


Fund 

Year  of  estab¬ 
lishment 

Investments 
as  of  June 

30,  1949 
(in  billions) 

Civil  service  retirement  _ _  _ 

1920 

$3.2 

U.  S.  Government  life  insurance .  _  .... 

1924 

1.3 

Old-age  and  survivors  insurance _  _ _ _ 

1935 

11.2 

Unemployment  insurance  _  .  _  _  _  __  _ 

1935 

8. 1 

Railroad  retirement _ _ _ _  _ _  _ _  __  _  _  _ 

1937 

1.7 

National  service  life  insurance _ _ _ _  _  _ 

1940 

7.3 

Public  Assistance  and  Welfare  Services 


XII.  importance  of  public  assistance  program 

In  the  preceding  sections  of  this  report,  your  committee  affirms 
its  conviction  that  the  basic  method  of  providing  social  security  in 
the  United  States  should  be  contributory  social  insurance  under 
which  benefits  are  related  to  earnings  and  are  granted  without  regard 
to  the  economic  status  of  the  insured  individual.  Provisions  in  the 
bill  for  strengthening  and  liberalizing  the  program  of  old-age  and 
survivors]  insurance  would  afford  workers  and  their  dependents  sub¬ 
stantially  more  protection  against  common  economic  hazards. 

Enactment  of  the  provisions  with  respect  to  old-age,  survivors, 
and  disability  insurance  would  in  the  long  run  greatly  reduce  the 
need  for  public  assistance  administered  on  the  basis  of  a  needs  test. 
Public  assistance,  however,  would  continue  to  be  necessary  for  needy 
persons  who  are  not  covered  by  the  insurance  programs,  for  some  per¬ 
sons  with  earnings  in  covered  employment  who  have  been  unable, 
because  of  illness  or  for  other  reasons,  to  accumulate  sufficient  wage 
credits  to  qualify  them  for  benefits,  and  for  relatively  small  numbers 
of  insurance  beneficiaries  with  exceptional  needs. 

In  the  next  5  to  10  years  public  assistance  must  continue  to  play  a 
larger  role  in  providing  security  than  should  be  necessary  thereafter. 
Large  numbers  of  persons  now  on  the  assistance  rolls  will  continue 
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to  receive  assistance,  although  the  current  load  will  be  gradually 
diminished  as  aged  recipients  die  and  dependent  children  grow  up. 
The  workers  newly  covered  under  old-age  and  disability  insurance 
will  not  become  eligible  for  benefits  for  a  minimum  of  5  years.  The 
liberalization  of  benefits,  on  the  other  hand,  should  result  in  early 
reduction  in  the  number  of  insurance  beneficiaries  who  receive  sup¬ 
plementary  assistance. 

In  recognition  of  the  fact  that  public  assistance  will  continue  to  be 
the  method  of  providing  security  for  large  numbers  of  persons  foi 
some  time  to  come,  your  committee  has  included  in  the  bill  provisions 
to  strengthen  the  programs  of  old-age  assistance,  aid  to  dependent 
children,  and  aid  to  the  blind,  and  to  extend  eligibility  for  assistance 
to  needy  permanently  and  totally  disabled  persons.  Among  the 
provisions  for  improving  the  assistance  programs  is  modification  ol 
the  method  of  determining  the  Federal  share  of  assistance  costs  ir 
such  a  way  as  to  strengthen  the  financing  of  assistance  in  all  States 
and  to  enable  States  with  relatively  low  average  payments  to  raia 
the  level  of  payments  substantially.  The  bill  would  also  extenl 
eligibility  in  old-age  assistance  and  aid  to  the  blind  to  persons  living 
in  public  medical  institutions,  establish  a  new  program  for  aid  to  the 
permanently  and  totally  disabled,  and  make  specific  provision  in  aid 
to  dependent  children  for  meeting  the  needs  of  the  mother  or  othei 
relative  caring  for  the  children.  These  and  other  changes  which  are 
discussed  subsequently  in  this  report  would  correct  some  of  the  funda¬ 
mental  weaknesses  in  the  existing  programs  with  respect  to  eligibility, 
adequacy  of  assistance,  and  administration. 

The  changes  proposed  in  the  assistance  programs  have  been  con¬ 
sidered  in  conjunction  with  those  proposed  in  the  program  of  old-age 
and  survivors  insurance  and  are  consistent  with  achievement  oi 
the  long-range  objective  of  social  security  through  the  method  ol 
contributory  social  insurance.  The  increased  level  of  benefits  undei 
the  insurance  program,  as  amended  by  the  bill,  would  bear  a  more 
reasonable  relation  to  the  maximum  level  of  payments  subject  tc 
Federal  participation  under  the  assistance  programs.  Thus,  the  pro¬ 
grams  would  be  brought  into  a  sounder  relationship  and  public  assist¬ 
ance  would  be  enabled  to  perform  its  function  in  a  way  that  supple¬ 
ments  and  supports  the  social  insurance  program.  jj j 

It  is  estimated  on  the  basis  of  December  1948  data  (latest  date  lw 
which  information  is  available  on  individual  payments)  that  the  an 
nual  additional  cost  to  the  Federal  Government  of  the  proposals  foi 
amendment  of  the  public  assistance  provisions  of  the  act  that  art 
contained  in  the  bill  will  be  $256,000,000,  distributed  as  shown  in  th( 
following  table: 


Program  or  item 


Total,  all  programs  and  items _ 

Old-age  assistance _ _ 

Aid  to  dependent  children. 

Aid  to  the  blind . . 

Aid  to  permanently  and  totally  disabled 

Puerto  Rico._ . 

Virgin  Islands... . IIIIIIIIIIIIIIII 

Child-welfare  services _ 


Annual 

additional 

Federal 

costs 

(in  millions 


$256.  i 
74. 
106. 
1. 
65. 
3. 

3! 
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XIII.  OLD-AGE  ASSISTANCE 

Operating  as  a  part  of  the  broader  program  of  social  security,  the 
old-age  assistance  program  continues  to  be  of  great  significance  in 
supporting  the  welfare  and  security  of  aged  people.  In  June  1949 
payments  of  $114,000,000  were  made  to  over  2.6  million  needy  persons 
65  years  of  age  or  over.  The  average  monthly  assistance  payment 
for  the  Nation  was  nearly  $44,  but  State  average  payments  varied 
from  $19  to  $71,  reflecting  differences  in  living  costs,  standards  of 
assistance,  and  amount  of  State  funds  appropriated  for  the  program. 
(See  table  10.) 

.  The  bill  would  strengthen  the  old-age  assistance  program  by 
providing  increased  Federal  funds,  with  the  largest  relative  increases 
going  to  States  where  levels  of  payments  are  low  and  where  in  general 
high  proportions  of  the  aged  population  are  on  the  assistance  rolls. 
These  are,  for  the  most  part,  the  States  with  large  rural  populations 
and  large  numbers  of  aged  persons  not  protected  by  social  insurance. 

Table  10. — Old-age  assistance:  Recipients  and  payments  to  recipients  from  Federal, 
State,  and  local  funds,  by  Slate,  June  1949  1 


State 

Number  of 

Payments  to  recipients 

recipients 

Total  amount 

Average 

Total...  .  .  .  _  _ 

2, 625,  594 

$114, 463, 261 

$43.60 

Alabama 

73, 344 

1,658,372 
83, 782 
620, 759 

1, 157,431 

22.  61 

Alaska _ _ _ _ _ _ _  _ 

1,497 

11,316 

65.  97 

Arizona _ _ _ _ _ _ _ _ _  ___ 

54.  86 

Arkansas _ __  _ _ _ 

55,  242 
245, 294 
47, 104 

20.95 

California . . . . . . . . 

17, 306, 223 
3.159, 710 
909, 874 
42, 340 

70.55 

Colorado _ _ _ _  _ 

67.08 

Connecticut _ _ _ 

16i  846 
1,509 

2,  629 
64,  946 
93, 962 

2, 300 

54.01 

Delaware _  __  _ _ _ _ _  _ 

28.06 

District  of  Colum bia _ _ _ _  _ 

109,  559 

2, 6C9, 986 
1,930,080 
81,482 
487,  698 
5,671,881 
1,758,904 
2, 329, 988 
1,867,331 
1,232,774 

5, 563, 731 
566, 956 

41.67 

Florida _ _ _  _ _ ___ 

40. 19 

Georgia _ _ _ _ 

20.54 

Hawaii _ _ _ _ 

35. 33 

10, 473 
126, 417 
49, 938 
48,  465 
37, 275 
59, 182 
118, 239 

46.  57 

Illinois _ _ _ _ _  _ _ 

44. 87 

Indiana . . . . . . . . . . 

35. 22 

48.08 

Kansas _  _  _ 

50.10 

Kentucky _ _ _ 

20.83 

47.05 

M  aine _ _  _ _ _ 

13,714 

41.34 

Maryland _ _ _  _ 

11,786 

434, 712 

5,  699,  209 
4,058,  242 

36.88 

Massachusetts.. _ _  - 

93,  230 

61.13 

Michigan _  _  _ 

94, 632 
'55,060 

42. 88 

Minnesota _ _ _ _ _ _ 

2,  595,  994 
1,091.088 

47.15 

Mississippi _ _ _ _ 

58, 051 

18.80 

Missouri . .  . .  ...  _  . 

123,  883 

5, 273, 367 
500,016 

42.  57 

Montana _ _ _ _  _ _ _ 

11,128 

44.93 

Nebraska _ _ 

23, 767 
2,420 
7,111 
23, 653 

998, 285 
130, 803 
309, 185 
1, 130, 561 
322,  236 

42.00 

Nevada _  _  _ - . __ 

54.05 

New  Hampshire _ _ _ _  _  _ _ __  - 

43.  48 

New  Jersey . . . . . . 

47.80 

New  Mexico _  _  _ 

9,416 

34.22 

New  York.  _ _  _  _ _ _ 

116, 465 

6,142,  370 

52.74 

North  Carolina _ _ 

54,  278 

1,169,599 

21.55 

North  Dakota _ _ _ 

8,770 
125, 638 

408,317 

46.56 

Ohio _ _ _ _ _ 

5, 869,  799 

46.72 

Oklahoma _ _ _  _  ...  _  ..  .  .  .  .. 

100,  41 5 

6,231,420 

52. 10 

Oregon _  __ _ _ 

22, 980 

1, 107,934 

48.  21 

87, 785 
9, 653 

3,512,025 

40.01 

Rhode  Island _ _ _ _ _ 

434,  806 

45. 04 

South  Carolina . . .  . . .  . 

37,  674 

930,  526 

24.70 

South  Dakota _  _ _ _ 

11,979 
59,  751 

455,414 

38.02 

1,622, 142 

27.15 

Texas . . .  .  . 

215, 723 

7, 384,  492 

34.23 

See  footnotes  at  end  of  table,  p.  40. 
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Table  10. — Old-age  assistance:  Recipients  and  payments  to  recipients  from  Federal, 
State,  and  local  funds,  by  State,  June  1949  1 — Continued 


State 

Number  of 
recipients 

Payments  to  recipients 

Total  amount 

Average 

Utah _ _ _ _  _ 

10,058 
6,562 
17,  952 
69, 133 
23,  539 
49, 316 
4,088 

$505, 648 
210, 824 
364, 121 

4, 639, 678 
502, 621 
2,051,  538 
227,  428 

$50.27 

32.13 

20.28 

67.11 

21.35 

41.60 

55.63 

Vermont _ _ _  _ 

Virginia..  . . .  . . 

Washington . . . . . . .  ... 

West  Virginia _ _ _ 

Wyoming _ _ _  _ _ _ _ 

1  For  definitions  of  terms  see  the  Social  Security  Bulletin,  January  1948,  pp.  24-26.  All  data  subject  to 
revision. 


A.  Federal  share  of  assistance  costs 

Under  present  law,  the  Federal  share  of  expenditures  for  old-age 
assistance  is  three-fourths  of  the  first  $20  of  the  average  payment  per 
recipient,  plus  one-half  the  balance  up  to  a  maximum  on  individual 
monthly  payments  of  $50.  The  Federal  share  of  expenditures  within 
the  $50  limit  varies  from  State  to  State,  depending  on  the  level  of 
payments.  The  maximum  amount  that  the  Federal  Government  may 
contribute  is  $30  of  the  average  payment  per  recipient.  Actually,  no 
State  receives  as  much  as  $30  per  recipient,  since  all  States  make  some 
payments  under  $50. 

The  financing  of  assistance  for  needy  aged  persons  has  placed  a 
progressively  heavy  burden  both  on  the  States  and  the  Federal 
Government.  Since  the  close  of  the  war,  rising  case  loads  as  well  as 
rising  prices  have  contributed  to  mounting  costs.  Both  in  1946  and 
1948,  the  Congress  amended  the  assistance  provisions  of  the  Social 
Security  Act  to  increase  the  amount  of  Federal  funds  for  assistance. 
In  general,  in  1946  and  again  in  1948,  the  States  used  the  additional 
Federal  funds  for  increasing  the  levels  of  payments  and  putting  on  the 
rolls  additional  needy  persons. 

Under  the  formula  in  the  bill  the  maximum  amount  of  an  individual 
monthly  payment  subject  to  Federal  participation  would  continue  to 
be  $50.  The  Federal  share  of  expenditures  within  the  maximum 
will  be  four-fifths  of  the  first  $25  of  the  average  payment  per  recipient, 
plus  one-half  the  next  $10,  plus  one-third  of  the  remaining  $15.  Thus 
the  maximum  Federal  contribution  would  remain  $30  per  recipient 
as  at  present.  States  with  average  payments  between  $20  and  $30, 
however,  would  be  able  to  raise  their  payments  as  much  as  $5  per 
recipient,  provided  they  spend  the  same  amount  per  recipient  from 
State  and  local  funds  as  they  now  spend. 

Table  11  illustrates  the  differences  in  the  amount  of  the  Federal 
contribution  under  present  law  and  under  the  formula  in  the  bill. 
Table  12  shows  the  extent  to  which  States  can  raise  average  payments 
of  specified  amounts,  on  the  condition  that  they  continue  to  spend 
the  same  amount  per  recipient  from  State  and  local  funds. 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  19  49 


41 


Table  11. — Old-age  assistance  and  aid  to  the  blind:  Amount  and  'percent  of  Federal 
funds  in  average  monthly  payments  of  specified  size  under  present  law  and  under 

H.  R.  6000 


Average  monthly  payment 1 

Present  law 

H.  R.  6000  2 

Federal 

funds 

Percent 
of  total 

Federal 

funds 

Percent 
of  total 

$20_ _ _ 

$15. 00 

75 

$16.  00 

80 

$25 _ _ _ 

17. 50 

70 

20.  00 

80 

$20 _ 

20.  00 

67 

22.  50 

75 

$35 _ _ _ _ 

22.  50 

64 

25.00 

71 

$40 _ 

25.  00 

62 

26. 67 

67 

$45 _ _ _ 

27.  50 

61 

28.33 

63 

$50 _ 

30.  00 

60 

30.00 

60 

$00 _ 

30.  00 

50 

30.00 

50 

$70 _ 

30.00 

43 

30. 00 

43 

1  Average  for  Federal  matching  purposes  includes  all  payments  of  $50  or  less,  and  in  the  case  of  larger  pay¬ 
ments  only  the  first  $50. 

2  Also  applies  to  permanently  and  totally  disabled. 


Table  12. — Old-age  assistance  and  aid  to  the  blind:  Amount  to  which  average 
monthly  payments  of  specified  size  under  present  provisions  could  be  increased 
under  H.  R.  6000,  assuming  the  same  average  expenditure  per  recipient  from  State 
and  local  funds 


Present  law 

H.  R.  6000  2 

Average  monthly 
payments 1 

Federal 

funds 

State  and 
local  funds 

Average 
monthly 
payments 1 

Federal 

funds 

State  and 
local  funds 

Increase  in 
Federal 
funds 

$20  _ 

$15.  00 
17.50 

$5.00 

$25.  00 

$20. 00 
22. 50 

$5.00 

$5.00 

$25 _ 

7.  50 

30.00 

7.  50 

5.00 

$30— 

20.  00 

10.  00 

35.  00 

25.  00 

10.  00 

5.00 

$35 _ _ 

22.  50 

12.  50 

38.75 

26.25 

12.  50 

3.  75 

$40 _ 

25.00 

15.00 

42.50 

27. 50 

15.00 

2.  50 

$45 _ _ _ 

27. 50 

17.  50 

46.25 

28.75 

17.50 

1.25 

$50— 

30.00 

20.00 

50.00 

30. 00 

20.00 

$60—  _ 

30.00 

30.  00 

60.  00 

30.  00 

30.  00 

$70— 

30.00 

40.00 

70.00 

30.00 

40.00 

1  Average  for  Federal  matching  purposes  includes  all  payments  of  $50  or  less,  and  in  the  case  of  larger 
payments  only  the  first  $50. 

2  Also  applies  to  permanently  and  totally  disabled. 


B.  Medical  care. 

Recipients  of  old-age  assistance,  since  they  average  more  than  74 
years  of  age,  have  a  greater  need  for  medical  care  than  many  other 
groups  in  the  population.  The  effect  of  chronic  illness  and  other 
infirmities  of  old  age  is  increased  for  this  group  by  their  lack  of 
resources.  Moreover,  they  are  less  able  than  younger  persons  to 
arrange  for  and  carry  out  plans  for  needed  care. 

For  many  recipients  of  old-age  assistance  the  need  for  medical 
care  is  as  basic  as  the  need  for  food,  shelter,  and  clothing.  In  the 
administration  of  the  assistance  programs,  the  cost  of  medical  care 
has  always  been  recognized  as  a  factor  affecting  people’s  need  and 
as  an  item  which  should  be  considered  in  determining  the  amount  of 
assistance. 

Certain  provisions  of  the  Social  Security  Act  have  limited  the 
effectiveness  of  the  public  assistance  programs  in  assisting  needy 
individuals  to  meet  their  medical  needs.  One  of  these  provisions 
is  the  definition  of  assistance  which  limits  Federal  participation  to 
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money  payments  made  to  the  needy  individual.  Some  assistance 
agencies  consider  it  preferable  to  pay  the  medical  practitioner  or  insti¬ 
tution  that  supplies  the  medical  care  directly.  Some  State  agencies 
have  wanted  to  insure  their  client’s  needs  for  medical  care  with  organ¬ 
izations  for  group  care  such  as  the  Blue  Cross.  Most  agencies  have 
found  themselves  hampered  in  making  emergency  arrangements  or  in 
helping  needy  individuals  who  are  sick  to  make  plans  for  needed 
medical  care  because  they  were  not  able  to  make  payments  directly 
to  the  doctor  or  hospital. 

The  bill  provides  that  Federal  funds  under  old-age  assistance  may 
be  used  to  match  payments  directly  to  medical  practitioners  and  other 
suppliers  of  medical  services  in  behalf  of  needy  aged  individuals, 
which,  when  added  to  any  money  paid  to  the  individual,  does  not 
exceed  a  monthly  amount  of  $50. 

The  term  “medical  care”  is  not  defined  in  the  bill.  Since  medical 
care  is  to  be  provided  in  accordance  with  State  plans,  the  term 
includes  medical  services  provided  by  any  person  authorized  by  State 
law  to  render  such  services. 

C.  Public  medical  institutions 

Under  present  law,  the  Federal  Government  participates  in  the  cost 
of  assistance  payments  to  persons  residing  in  private,  but  not  in  public 
institutions.  Under  the  bill,  the  Federal  Government  would  share  in 
the  cost  of  payments  to  old-age  assistance  recipients  living  in  public 
medical  institutions  other  than  those  for  mental  disease  and  tuber¬ 
culosis. 

A  serious  situation  has  developed  with  respect  to  needy  aged  persons 
who  are  chronically  ill.  More  than  400,000  recipients  of  old-age  assist¬ 
ance  are  bedridden,  or  are  so  infirm  as  to  require  help  in  eating,  dress¬ 
ing,  and  getting  about  indoors.  Of  this  number  about  50,000  are  living 
in  private  institutions  including  commercial  boarding  or  nursing  homes. 
Many  of  the  others  who  are  living  in  their  own  homes  are  in  need  of 
prolonged  care  in  medical  institutions.  Private  institutions  with 
charges  within  the  financial  reach  of  these  recipients  do  not  have 
sufficient  capacity  to  provide  this  care. 

Your  committee  is  of  the  opinion  that  aged  persons  should  be  able 
to  receive  State-Federal  assistance  payments  while  voluntarily  residing 
in  public  medical  institutions,  including  nursing  and  convalescent 
homes.  In  some  communities  existing  public  facilities  would  then 
be  enabled  to  admit  old-age  assistance  recipients  in  need  of  long-term 
care  who  are  now  denied  admission  because  of  the  financial  burden 
that  would  be  imposed  on  the  local  unit  of  government.  Moreover, 
if  State-Federal  old-age  assistance  is  payable  to  aged  persons  residing 
in  public  medical  institutions,  it  is  possible  that  many  communities  will 
develop  additional  facilities  for  chronically  ill  persons,  and  thereby 
assist  in  meeting  the  increasing  need  for  such  facilities  by  the  aged 
population. 

Your  committee  does  not  favor  Federal  participation  in  assistance 
to  persons  residing  in  public  or  private  institutions  for  mental  illness 
and  tuberculosis,  since  the  States  have  generally  provided  for  medical 
care  of  such  cases. 

The  transfer  of  chronically  ill  persons  on  the  assistance  rolls  from 
where  they  are  now  living  to  public  medical  institutions  would 
not  appreciably  increase  Federal  expenditures. 
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D.  Standards  dor  institutions. 

Some  States  now  do  not  have  agencies  authorized  to  establish  and 
maintain  standards  for  the  various  kinds  of  institutional  facilities  in 
the  State.  Tragic  instances  of  failure  to  maintain  adequate  stand¬ 
ards  of  care  and  adequate  protection  against  hazards  threatening  the 
health  and  safety  of  residents  of  institutions  emphasize  the  importance 
of  this  function  of  State  government.  The  bill  therefore  would  pro¬ 
vide  as  a  requirement  for  a  State  plan  that,  if  the  public  assistance 
programs  in  a  State  include  assistance  to  persons  in  public  or  private 
institutions,  the  State  plan  must  also  provide  for  the  establishment  or 
designation  of  a  State  authority  or  authorities  which  shall  be  respon¬ 
sible  for  establishing  and  maintaining  standards  for  such  institutions. 
Persons  who  live  in  institutions,  including  nursing  and  convalescent 
homes,  should  be  assured  a  reasonable  standard  of  care  and  be  pro¬ 
tected  against  fire  hazards,  unsanitary  conditions,  and  overcrowding. 

E.  Opportunity  to  apply  for  and  to  receive  assistance  promptly 

Sin  some  States  or  localities,  when  funds  are  insufficient  to  provide 
ior  all  eligible  persons,  assistance  agencies  discontinue  taking  applica¬ 
tions.  Applicants  who  have  already  been  found  eligible  are  kept 
waiting  for  assistance  until  persons  on  the  rolls  die  or  cease  to  receive 
assistance  for  other  reasons.  In  a  program  supported  from  public 
funds  such  discrimination  is  unjustifiable.  Available  funds  should 
be  used  for  the  benefit  of  all  persons  who  meet  the  conditions  of 
eligibility,  even  if  the  amount  of  assistance  granted  to  those  already 
on  the  rolls  must  be  reduced.  Moreover,  prompt  determination  of 
eligibility  should  be  made  for  all  persons  applying  for  aid. 

The  bill  would  require,  as  a  condition  for  the  approval  of  a  State 
plan  for  old-age  assistance,  that  the  plan  shall  provide  that  all  indi¬ 
viduals  wishing  to  make  application  for  old-age  assistance  shall  have 
opportunity  to  do  so,  and  that  old-age  assistance  shall  be  furnished 
promptly  to  all  eligible  individuals. 

F.  Fair  hearing 

The  Social  Security  Act  now  requires  that  an  approved  State  plan 
shall  provide  for  granting  an  opportunity  for  a  fair  hearing  before 
the  State  agency  to  any  individual  whose  claim  for  old-age  assistance 
Adenied.  To  support  and  strengthen  the  requirement  that  all  persons 
™shing  to  apply  shall  have  opportunity  to  do  so,  and  that  assistance 
shall  be  furnished  promptly  to  all  eligible  individuals,  the  bill  would 
amend  the  fair  hearing  provision  to  require  that  opportunity  for  a 
hearing  be  granted  not  only  to  those  whose  claim  has  been  denied, 
but  also  to  those  whose  claim  is  not  acted  upon  within  a  reasonable 
time. 

G.  Training  of  personnel 

The  importance  of  well-trained  personnel  to  proper  and  efficient 
administration  is  widely  recognized.  In  the  public  assistance  pro¬ 
grams,  which  affect  the  lives  of  several  million  persons  and  entail  the 
expenditure  of  vast  amounts  of  public  funds,  it  is  imperative  that 
administration  shall  be  efficient  and  proper.  Only  if  personnel  is 
adequately  trained  can  persons  seeking  assistance  be  assured  prompt 
and  fair  treatment  and  the  public,  proper  expenditure  of  funds. 

Most  public  assistance  agencies  have  developed  methods  for  the 
training  of  their  personnel,  among  which  are  basic  training  for  partic¬ 
ular  positions,  institutes,  and  educational  leave. 
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The  bill  provides  as  a  condition  of  approval  of  a  State  plan  for  old- 
age  assistance  that  the  plan  shall  provide  for  a  training  program  for 
the  personnel  necessary  to  the  administration  of  the  plan.  This 
requirement  does  not  relate  to  method  and  each  State  is  left  free  to 
determine  for  itself  the  methods  of  training  best  suited  to  its  needs. 

H.  Responsibility  of  children  to  support  their  parents 

The  mounting  cost  of  old-age  assistance  has  caused  your  committee 
some  concern.  In  the  country,  as  a  whole,  nearly  one  aged  person  in 
four  is  on  the  assistance  rolls.  The  proportion  assisted  varies  greatly 
from  State  to  State.  Many  factors  account  for  these  sharp  variations, 
including  differences  in  the  economic  status  of  the  population,  in  the 
proportion  of  aged  persons  receiving  benefits  under  old-age  and 
survivors  insurance  and  other  retirement  systems,  and  in  the  capacity 
and  willingness  of  children  to  assume  responsibility  for  the  support  of 
their  aged  parents. 

Three  State  plans  for  old-age  assistance  now  provide  that  the  agency 
may  not  make  any  demand  on  a  legally  responsible  relative  for  support 
of  a  needy  aged  person,  although  these  agencies  take  contributions 
actually  received  from  relatives  into  consideration  in  determining  the 
amount  of  assistance.  On  the  other  hand,  some  States  have  very 
strict  requirements  in  regard  to  the  obligation  of  legally  responsible 
relatives  to  support.  Policy  and  practice  vary  widely  from  State  to 
State,  and  opinions  differ  as  to  the  desirability  and  effectiveness  of  the 
various  policies. 

Insufficient  information  was  available  to  your  committee  to  guide 
it  in  arriving  at  a  decision  regarding  the  desirability  of  including  in 
title  I  a  requirement  that  a  State  plan  should  provide  for  a  policy 
requiring  children  to  support  their  aged  parents  when  they  are  able 
to  do  so.  Accordingly,  your  committee  has  requested  the  Federal 
Security  Administrator  to  make  a  study  of  the  whole  question  and  to 
file  his  report  with  your  committee  for  subsequent  consideration. 

XIV.  AID  TO  DEPENDENT  CHILDREN 

Under  the  program  of  aid  to  dependent  children,  monthly  assistance 
payments  amounting  to  over  $39,000,000  are  made  to  more  than 

I. 35  million  children  in  over  500,000  families.  The  average  payment 
per  family  in  the  Nation  is  nearly  $73.  State  average  payments  vary 
widely — from  $26  to  $135.  (See  table  13.)  These  differences  are  the 
result  partly  of  variations  in  living  costs,  but  must  be  ascribed  chiefly 
to  differences  in  standards  of  assistance  and  the  availability  of  State 
and  local  funds  to  finance  the  program. 

Benefits  under  the  survivors  provisions  of  the  old-age  and  survivors 
insurance  program  are  being  paid  to  an  increasing  number  of  children 
as  that  program  matures.  In  a  substantial  number  of  States  more 
children  are  already  receiving  social-insurance  benefits  than  aid  to 
dependent  children.  The  proposed  extensions  of  coverage  and  in¬ 
crease  in  benefits  under  the  social-insurance  program  would,  of  course, 
progressively  diminish  the  need  for  aid  to  dependent  children. 

The  provisions  of  the  bill  amending  title  IV  of  the  act  would  afford 
dependent  children  a  greater  measure  of  security.  The  bill  also 
includes  provision  for  the  needs  of  the  relative  caring  for  the  child 
and  substantially  increased  Federal  participation  in  payments. 
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Table  13. — Aid  to  dependent  children:  Recipients  and  payments  to  recipients  from 
Federal,  State,  and  local  funds,  by  State,  June  1949  1 


Number  of  recipients 

Payments  to  recipients 

State 

Families 

Children 

Total 

amount 

Average 

per 

family 

Total.. _  _ _ 

536, 768 

1,365, 813 

$39, 027, 499 

$72.  71 

Total,  50  States 2 . . .  .. 

536, 714 

1, 365, 715 

39, 025, 893 

72.71 

Alabama .  . . . .  . 

13, 194 

35, 949 
1,078 
8,930 
29, 617 
53, 898 
13, 748 
8, 493 
1,556 
5, 311 
54,  706 
31,  739 
6, 1S4 
5,277 
63, 509 
23, 068 

478, 728 
31,339 

36.28 

Alaska _ _  _ _ 

'  450 

69.64 

Arizona . . . . . . 

3, 158 
11, 458 
24, 160 
5, 052 
3,499 
526 

292;  744 
425, 879 
2, 747, 065 
387, 039 
351, 230 
38, 233 
139, 806 

92.70 

Arkansas . . . . 

37. 17 

California _  .  .  . 

113.  70 

Colorado .  . .  . 

70.61 

Connecticut _  _  ... 

100. 38 

Delaware. .  . . . .  ..  . 

72.69 

District  of  Columbia..  ..  . . . . . . 

1,753 
22, 342 
12, 316 
2, 081 
2,089 
25, 003 

9, 331 

4, 652 

79.75 

Florida .  .  .  .  . 

937, 332 
503, 104 
191, 868 
198, 386 
2, 532, 143 
521,903 

41. 95 

Georgia . . . . 

40.  85 

Hawaii... . . . . . 

92.20 

Idaho _ _  _ _  _ _ _ 

94. 97 

Illinois..-  _  ..  .  . . 

101. 27 

Indiana..  .  .  . 

55. 93 

Iowa . .  .  . . 

11,920 

2  292, 053 
424, 763 

62.78 

Kansas. .  ._  .  ..  _  _ 

5, 130 
19, 027 

13,  242 
47,  875 
63, 104 
9.419 

82.80 

Kentucky _ _ _  _ 

731, 121 

1, 437, 104 
277.  237 

38. 43 

Louisiana _ _ _  ..  _  . . . 

24, 323 
3,414 
5,297 
11,790 
24,  841 

59.08 

Maine _  _ _  ......  .. 

81.21 

Maryland _  _  _ 

16, 040 
28, 754 
57,  494 
19, 180 
22, 172 
60, 549 
5,  447 
7,978 
98 

439, 398 

82. 95 

Massachusetts _  .  .  _  ... 

1, 330, 383 
2, 137, 657 
523, 353 
217, 075 

112.  84 

Michigan _ _ _ _  _ _ 

86.05 

Minnesota.  . .  ...  ..  _ _  . 

7,566 

69. 17 

Mississippi _ 

8, 194 
23, 762 

2, 120 
3,342 
U 

1, 433 
5,154 

4, 963 
53, 106 
12, 178 
1,723 

26. 49 

Missouri.".  _ _  _  _ _ 

1, 271, 186 
153, 539 
280, 748 

53.50 

Montana. . .  .  . . . . 

72.42 

Nebraska .  .  . . 

84.01 

Nevada _  _ _ _  ..  .  _ _ 

1,606 

(<) 

New  Hampshire _  ...  .  .  . 

3,  622 
13, 361 
12,  727 
123,126 

125, 340 

87. 47 

New  Jersey . . . . .  _  _  __  ...  _ 

433.  964 

84.20 

New  Mexico . . . . . .  . . 

260, 686 

52.53 

New  York _ _  _ _ 

5,  692,  863 
505, 132 

107.20 

North  Carolina _  .  _ _ 

3<  314 

41.48 

North  Dakota...  ..  ..  ... _  _  ...  ..  _ 

4,630 

168, 803 

97.97 

Ohio _ _ _ _ 

12;  482 
24, 140 
3,244 
46, 098 

33, 864 
61, 103 

772, 942 
1,260,015 
348,  676 

61.92 

Oklahoma .  .  ...  .  ...  ...  .  . 

52.20 

Oregon...  _  _ _  .  ..  . . . 

8, 160 

107. 48 

Pennsylvania..  ...  _ _  ._  _  .  .  _ 

119, 196 
8, 040 
21,914 

4,  210, 379 

91.34 

Rhode  Island..  .  ...  _  ..  , _  .  .  . . 

3, 249 
7, 690 
2,033 
18, 943 
16, 912 
3,311 

278,  675 

85.  77 

South  Carolina _  _ _ 

273,055 

35. 51 

South  Dakota .  .  _ _  .  . . 

5,006 

112,  556 

55.  36 

Tennessee..  . . 

51,005 

46,942 

911, 918 

48. 14 

Texas _ _ _ _ _ _  _  . . .  . 

797, 924 

47.18 

Utah . 

8,  407 
2,554 
18,  792 
26, 079 

353, 208 

106.  68 

Vermont.  . 

'  940 

45,  463 

48. 36 

Virginia _  . 

6,  618 
11,047 
12, 803 
8,308 
469 

292, 170 

44. 15 

Washington..  ..  . . .  . . .  _ 

1,496,227 

135.  44 

West  Virginia . . . . . . . . . . 

34,  622 

557, 296 

43.53 

Wisconsin _  .  .  ......  _  _ _ 

20,  843 

790,  641 

95.17 

Wyoming..  ...  _ _ _ _ _ _ _ ...  _  . 

1,  271 

45,544 

97.11 

1  For  definitions  of  terms  see  the  Social  Security  Bulletin,  January  1948,  pp.  24-26.  Figures  in  italics 
represent  program  administered  without  Federal  participation.  Data  exclude  programs  administered 
without  Federal  participation  in  Florida,  Kentucky,  and  Nebraska,  which  administer  such  programs 
concurrently  with  programs  under  the  Social  Security  Act.  All  data  subject  to  revision. 

2  Under  plans  approved  by  the  Social  Security  Administration. 

2  Excludes  cost  of  medical  care,  for  which  payments  are  made  to  recipients  quarterly. 

*  Average  payment  not  calculated  on  base  of  less  than  50  families. 


A.  Inclusion  of  mother  or  other  relative  caring  for  child 

In  the  present  law,  aid  to  dependent  children  is  defined  as  payments 
with  respect  to  a  dependent  child.  No  specific  provision  is  made  for 
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the  need  of  the  parent  or  other  relative  with  whom  the  child  is  living 
Particularly  in  families  with  small  children,  it  is  necessary  for  the 
mother  or  another  adult  to  be  in  the  home  full  time  to  provide  propei 
care  and  supervision.  Since  the  person  caring  for  the  child  must  have 
food,  clothing,  and  other  essentials,  amounts  allotted  to  the  childrei 
must  be  used  in  part  for  this  purpose  if  no  other  provision  is  made  t( 
meet  her  needs.  The  maximum  monthly  amount  of  assistance  ii 
which  the  Federal  Government  will  now  share  is  $27  for  one  child  ii 
a  family  and  $18  for  each  child  beyond  the  first. 

Because  of  the  lack  of  specific  provision  for  Federal  participatioi 
in  assistance  to  the  mother  or  other  relative  and  the  inadequacy  of  tin 
$27  and  $18  maximums  to  cover  the  cost  of  essentials  for  the  childrei 
and  an  adult  as  well,  States  have  been  forced  to  make  a  very  largi 
proportion  of  payments  larger  than  the  maximum  amounts  subject  t< 
Federal  sharing.  In  December  1948  about  one-half  of  all  payment; 
were  above  the  maximums.  More  than  three-fourths  of  all  payment; 
exceeded  these  amounts  in  24  States.  Often  States  have  been  unab| 
to  make  payments  that  were  at  all  realistically  related  to  the  need  " 
the  dependent  children  and  the  relative  caring  for  them. 

To  correct  the  present  anomalous  situation  wherein  no  provisioi 
is  made  for  the  adult  relative  and  to  enable  States  to  make  payment; 
that  are  more  nearly  adequate,  the  bill  would  include  the  relative  wit! 
whom  the  dependent  child  is  living  as  a  recipient  for  Federal  matching 
purposes.  The  maximum  amount  of  assistance  for  a  relative  in  whicl 
the  Federal  Government  would  share  would  be  $27.  The  maximum; 
of  $27  for  one  child  in  a  family,  and  $18  for  each  additional  child 
would  remain  unchanged.  Thus,  for  a  relative  and  one  dependen 
child  the  maximum  amount  of  the  payment  subject  to  Federal  sharing 
would  be  $54  instead  of  $27.  For  a  three-child  family,  the  maximun 
would  be  $90  instead  of  $63. 

B.  Federal  share  of  assistance  costs 

Under  the  present  title  IV  the  Federal  share  of  expenditures  witliii 
the  maximums  of  $27  for  one  child  and  $18  for  each  additional  child 
is  three-fourths  of  the  first  $12  of  the  average  payment  per  child  an< 
one-half  the  balance.  These  maximums  are  substantially  lower  thai 
the  $50  maximum  for  old-age  assistance  and  aid  to  the  blind.  Th 
Federal  share  of  total  expenditures  (including  those  above  the  ma>| 
mums  matchable)  for  aid  to  dependent  children  in  December  1948  wa 
only  45  percent  as  contrasted  with  58  percent  in  old-age  assistanc 
and  55  percent  for  aid  to  the  blind. 

The  bill  would  raise  the  Federal  share  of  expenditures  within  tb 
new  maximums  of  $27/27/18  to  four-fifths  of  the  first  $15  of  the  averag 
payment  per  recipient  (including  the  children  and  the  relative  carin; 
for  the  children  as  recipients),  plus  one-half  of  the  next  $6,  plus-one 
third  of  the  next  $6. 

Table  14  illustrates  the  combined  effect  of  the  new  maximum; 
and  the  new  formula  for  computing  the  Federal  share  on  averag 
payments  of  specified  sizes  in  the  case  of  one-child  and  three-chilc 
families.  Table  15  shows  the  extent  to  which  it  would  be  possibl< 
for  States  to  raise  average  payments,  assuming  the  same  average 
expenditure  per  family  from  State  and  local  funds,  in  the  case  o 
one-child  and  three-child  families. 
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Table  14. — Aid  to  dependent  children:  Amount  and  percent  of  Federal  funds  in 
average  monthly  payments  to  families  of  specified  size,  under  present  law  and  under 

H.  R.  6000 


Present  law 

H.  R.  6000 

Average  monthly  payment 1 

Federal 

funds 

Percent 
of  total 

Federal 

funds 

Percent 
of  total 

1-child  family 

$25 _ 

$15.  50 
16.  50 

62 

$20. 00 
26.  50 

80 

$35 . . . . . . . . 

47 

76 

$45 . . . . 

16.  50 

37 

31.00 

69 

$55 . . . 

16.  50 

30 

34. 00 

62 

$75 . . . . . . . . 

16.60 

22 

34. 00 

45 

$90 _  . . _  _ 

16.50 

18 

34.00 

38 

3-child  family 

$25 _ 

$18. 75 
26. 25 

75 

$20. 00 
28. 00 

80 

$35 . . . . . 

76 

80 

$45... . 

31.50 

70 

36. 00 

80 

$55 . . . . 

36.  50 

66 

44.00 

80 

$75 . . . 

40.  50 

64 

55. 50 

74 

$90 . .  . . . 

40.50 

45 

62.  00 

69 

$110. . . . . . . . . . 

40. 50 

37 

62.00 

56 

1  Average  for  Federal  matching  purposes  includes  all  payments  within  the  maximums  for  families  of 
specified  size,  and  in  the  case  of  larger  payments,  the  amounts  of  such  maximums. 


Table  15. — Aid  to  dependent  children:  Amount  to  which  average  monthly  payments 
to  families  of  specified  size  under  present  provisions  could  be  increased  under  H.  R. 
6000  assuming  the  same  average  expenditure  per  family  jrom  State  and  local  funds 


Average  monthly  payments  1 

Present  law 

H.  R.  6000 

Federal 

funds 

State 

and 

local 

funds 

Average 
monthly 
pay¬ 
ments  1 

Federal 

funds 

State 

and 

local 

funds 

Increase 

in 

Federal 

funds 

1-Child 

Family 

$25 _ _ - . 

$15.50 

$9.60 

$37.00 

$27.  50 

$9.50 

$12.00 

$35 . . . . 

16.50 

18.50 

51.75 

33. 26 

18.50 

16.  75 

$45 _ _ _ 

16.50 

28.50 

62.  50 

34.00 

28.50 

17.50 

$55- . - 

16.50 

38.50 

72.50 

34.00 

38.50 

17.50 

$75 _ _ _ _ _ 

16.50 

58.50 

92.50 

34.00 

58.50 

17.50 

$90 . . . . 

16.50 

73.60 

107.50 

34.00 

73.50 

17.50 

3-Child 

Family 

$25 . . . . 

$18. 75 

$6.  25 

$31.  25 

$25. 00 

$6.25 

$6.25 

$35 _ _ _ _ 

26.25 

8.75 

43.75 

35.00 

8. 75 

8. 75 

$45 _ _ 

31.50 

13.50 

63.00 

49.  50 

13.50 

18.00 

$55 _ _ - . . . 

36.50 

18.50 

73. 00 

54.50 

18.50 

18. 00 

$75... _ _ _ 

40.50 

34.50 

96.50 

62.00 

34.  50 

21.50 

$90 _ _ _ _ _ 

40.50 

49.50 

111.50 

62. 00 

49.50 

21.50 

$110- . . 

40.50 

69.50 

131.50 

62.00 

69.50 

21.50 

1  Average  for  Federal  matching  purposes  includes  all  payments  within  the  maximums  for  families  of 
specified  size,  and  in  the  case  of  large  payments,  the  amounts  of  such  maximums. 
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C.  Medical  care 

Dependent  children,  like  all  children  in  the  population,  need  medical 
care  for  protection  against  childhood  diseases,  correction  of  defects, 
and  treatment  of  illnesses.  The  bill  would  amend  title  IV  in  the 
same  manner  in  which  title  I  is  amended  to  afford  States  greater 
flexibility  in  meeting  the  medical  needs  of  the  children  and  also  of  the 
mother  or  other  relative  caring  for  the  children.  The  States  would 
be  able  under  the  bill  to  include  an  amount  within  the  maximum 
payment  to  the  family  for  medical  care  or  to  make  payments  to 
suppliers  of  medical  care  in  behalf  of  recipients. 

D.  Opportunity  to  apply  j or  and  receive  assistance  promptly 

Shortage  of  funds  in  aid  to  dependent  children  has  sometimes,  as  in 

old-age  assistance,  resulted  in  a  decision  not  to  take  more  applications 
or  to  keep  eligible  families  on  waiting  lists  until  enough  recipients 
could  be  removed  from  the  assistance  rolls  to  make  a  place  for  them. 
As  noted  in  the  discussion  of  this  problem  in  the  section  on  old-age 
assistance,  this  difference  in  treatment  accorded  to  eligible  people 
results  in  undue  hardship  on  needy  persons  and  is  inappropriate  in  a 
program  financed  from  Federal  funds.  The  requirement  that  State 
plans  must  provide  opportunity  to  apply  to  all  persons  wishing  to  do 
so  and  that  assistance  shall  be  furnished  promptly  to  all  eligible 
families  is  included  in  the  proposed  amendments  to  title  IV  of  the 
Social  Security  Act. 

E.  Fair  hearings 

To  support  the  plan  requirement  governing  opportunity  of  an  indi¬ 
vidual  to  apply  for  and,  if  eligible,  to  receive  assistance  promptly,  the 
bill  would  amend  the  fair  hearing  provision  of  title  IV  as  in  title  I. 

F.  Notification  to  appropriate  law  enforcement  officials 

It  has  come  to  your  committee’s  attention  that  the  number  of 
children  receiving  aid  because  of  the  desertion  of  the  father  is  increasing. 
The  legal  responsibility  of  a  parent  for  the  support  of  his  minor 
children  is,  of  course,  clearly  established  in  the  laws  of  every  State. 
Your  committee  believes  that  all  instances  of  desertion  and  abandon¬ 
ment  of  children  by  parents  which  result  in  failure  to  fulfill  this 
responsibility  should  be  brought  to  the  attention  of  the  proper  law 
enforcement'  officials. 

The  bill,  therefore,  would  amend  title  IV  of  the  Social  Security 
Act  by  adding  a  requirement  that  an  approved  State  plan  must 
provide  for  prompt  notice  to  appropriate  law  enforcement  officials  of 
the  furnishing  of  aid  to  dependent  children  with  respect  to  a  child 
who  has  been  deserted  or  abandoned  by  a  parent. 

G.  Training  of  personnel 

1  he  considerations  relating  to  the  importance  of  well-trained  staff 
for  the  proper  and  efficient  operation  of  the  assistance  programs  dis¬ 
cussed  in  the  section  on  old-age  assistance  are  equally  important  in 
relation  to  aid  to  dependent  children.  The  bill  therefore  would  amend 
title  IV  by  adding  the  requirement  that  the  State  plan  for  aid  to 
dependent  children  shall  provide  for  a  training  program  for  the  per¬ 
sonnel  necessary  for  the  administration  of  the  plan. 
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XV.  AID  TO  THE  BLIND 

In  the  45  States,  the  District  of  Columbia,  and  Hawaii,  which 
operate  programs  of  aid  to  the  needy  blind  under  title  X  of  the  Social 
Security  Act,  more  than  71,000  blind  individuals  are  receiving  aid 
amounting  to  $3.3  million  monthly.  The  average  payment  in  these 
States  is  nearly  $47;  but  State  average  payments  range  from  $22  to 
$83,  the  result  of  differences  in  living  costs,  in  standards  of  assistance, 
and  in  the  amounts  of  State  funds  appropriated  for  the  program  (see 
table  16). 

Your  committee  is  deeply  concerned  that  blind  people  who  are  needy 
shall  be  able  to  get  assistance  sufficient  in  amount  to  make  it  possible 
for  them  to  secure  the  essentials  of  living,  and  to  meet  the  special 
expenses  to  which  they  are  subject  because  of  their  handicap.  Your 
committee  also  believes  that  they  should  be  afforded  incentives  to 
work  and  to  become  as  nearly  self-supporting  as  possible.  The 
amendments  to  title  X  of  the  Social  Security  Act  proposed  in  this 
bill  are  designed  to  accomplish  these  objectives.  The  bill  would  also 
strengthen  the  financing  of  the  program  by  providing  additional  Fed¬ 
eral  funds,  with  the  largest  increases  in  Federal  aid  going  to  States 
with  low  payment  levels,  and  would  make  certain  other  changes  to 
strengthen  the  program. 


Table  16. — Aid  to  the  blind:  Recipients  and  payments  to  recipients  from  Federal, 
State,  and  local  funds,  by  State,  June  1949  1 


State 

Number  of 
recipients 

Payments  to 

Total  amount 

recipients 

Average 

Total _ _ _ 

89,  301 

$4, 020.  746 

$i5.  02 

Total,  47  States  2 _  _ 

71. 196 

3, 310, 897 

46.50 

Alabama _  _ _ _ 

1,287 

32,  202 

25.  02 

Arizona _ _ _. _ _ _ ... _ 

787 

49,  640 

63. 07 

Arkansas...  _ _ _ _ _ 

1,  752 

43,  166 

24.64 

9,  004 

743,  198 

82.  54 

Colorado _ _ _  _ 

387 

21,  592 

55.79 

Connecticut _  ..  _  ..  ...  .... 

182 

8,  694 

47.  77 

Delaware.  _  _  .  ...  ... 

158 

5,871 

37.16 

District  of  Columbia . .  .  ...  ...  .  ...  .  ... _ _ 

240 

10,  526 

43.86 

3.  094 

130,  595 

42.  21 

Georgia _ _ _  _ _ 

2,  546 

65.  5-1 9 

25.  75 

93 

3,604 

38.  75 

Idaho _ _  _ 

203 

10,  466 

51.56 

Illinois. _ _  _  _ 

4,  553 

213. 392 

46.  87 

Indiana _ _ _ _ _  _ _ _ ... 

1,  841 

69,  224 

37.60 

Iowa . . .  . . .  ..- 

1,  200 

2  63,  453 

52.  88 

Kansas. ..  ...  .  . . . . 

767 

39.  988 

52.14 

Kentucky . . . . . . . . 

2,  068 

45,  758 

22.  13 

Louisiana _ _ _  _ 

1,673 

70,  787 

42.31 

Maine _ _ _ 

659 

27.  752 

42.  11 

Maryland _ _  ... _ 

470 

19.  19? 

40.83 

Massachusetts-  _ _ _ _ 

1,367 

82,  915 

60. 65 

Michigan _ _ _ 

1,668 

76,  452 

45.83 

Minnesota . . . . . . 

1,057 

5S,  414 

55.26 

Mississippi . . . . . . . . 

2,  520 

64,  996 

25.  79 

Missouri _  _ 

2, 787 

<  .97, 6J,5 

*  55. 00 

Montana _ _ _ _ _ _ _ 

479 

22, 145 

46. 23 

Nebraska.. . . . .  . . 

550 

27,418 

49.  85 

SA 

1,472 

(5) 

New  Hampshire _ _  _.  . . 

313 

14,  (539 

46.77 

New  Jersey _ _ _ _  _ _ _ 

686 

36, 388 

53.04 

New  Mexico.. . . . . . 

444 

16,  958 

38.19 

New  York _  _  .  _  ...  _  _ _ 

3,  768 

224,030 

59.46 

North  Carolina...  .  . . . . 

3, 661 

110,145 

30.09 

See  footnotes  at  end  of  table,  p.  50. 
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Table  16. — Aid  to  the  blind:  Recipients  and  payments  to  recipients  from  Federal, 
State,  and  local  funds,  by  State,  June  1949  1 — Continued 


State 

Number  of 

Payments  to  recipients 

recipients 

Total  amount 

Average 

119 

$5, 473 
162, 803 
141,210 

$45.98 

44.78 

Ohio _ _ _ _ _ _ _ _ 

3,635 

Oklahoma _  _ _ _ 

2, 656 
383 

53.18 

21,316 

55.66 

16, 284 
158 

610,  832 
8,066 
40,450 

39.  S' 

Rhode  Island.. . . . . . . . . 

51.  Of 

1,408 

215 

28.72 

South  Dakota _ _ _ _ _ _ _ _ 

7, 432 
81, 621 
233, 225 

34.5' 

2, 259 

36.12 

6,046 

201 

38. 5f 

Utah _ _ _ _ _ _ 

10, 961 

6,  599 
38, 435 
55, 634 
22,  797 
60,  538 
5.158 

54.52 

Vermont _ _ _ _ _ _ 

185 

35.6' 

Virginia.. _ _ _ _ _ _ _ _ 

1,399 

717 

27  A" 

Washington  _ _ _ _ _ _ _ _ 

77.58 

West  Virginia . . . . . . . 

911 

25.05 

Wisconsin _ _ _ _ _ _ 

1,334 

45.38 

Wyoming _ _  _ _ ...  _ 

93 

55.  | 

1  For  definition  of  terms  see  the  Social  Security  Bulletin,  January  1948,  pp.  24-26.  Figures  in  italics  repre¬ 
sent  programs  administered  without  Federal  participation.  Data  exclude  program  administered  without 
Federal  participation  in  Connecticut,  which  administers  such  program  concurrently  with  program  undei 
the  Social  Security  Act.  Alaska  does  not  administer  aid  to  the  blind.  All  data  subject  to  revision. 

2  Under  plans  approved  by  the  Social  Security  Administration. 

3  Excludes  cost  of  medical  caro,  for  which  payments  are  made  to  recipients  quarterly. 

4  Represents  statutory  monthly  pension  of  $35  per  recipient;  excludes  payment  for  other  than  a  month. 

4  Average  payment  not  calculated  on  base  of  less  than  50  recipients. 

A.  Formula  for  determining  Federal  share 

To  assist  the  States  further  in  financing  aid  to  their  needy  blind 
persons  the  bill  would  amend  the  formula  for  determining  the  Federal 
share  of  payments  of  aid  to  the  blind,  just  as  in  the  case  of  old-age 
assistance  (see  p.  40).  This  change  would  enable  States  with  low 
levels  of  payments  to  increase  their  payments  by  as  much  as  $5  per 
recipient  and  States  with  higher  levels  of  payments  by  lesser  amounts. 
The  maximum  Federal  contribution  of  $30  to  an  individual  monthly 
payment  would  be  unchanged. 

B.  Determination  of  need  and]amount  of  assistance 

Your  committee  has  been  concerned  over  the  plight  of  needy  blind 
persons  and  believes  that  they  should  be  given  special  consideration 
to  help  them  overcome  their  affliction  and  attain  maximum  security^ 
To  achieve  this  objective,  the  bill  would  amend  the  need  provisions  in 
section  1002  (a)  (8)  of  the  Social  Security  Act,  which  now  requires 
that  the  State  plan  shall  provide  that  all  income  and  resources  shall 
be  considered  in  determining  need. 

The  bill  would  amend  this  provision  so  that,  if  a  State  so  elects,  the 
plan  may  provide  for  disregarding  such  an  amount  of  earned  income, 
up  to  $50  monthly,  as  the  State  vocational  rehabilitation  agency 
certifies  will  serve,  in  that  State,  to  encourage  or  assist  the  blind  to 
prepare  for,  engage  in,  or  continue  to  hold  remunerative  employment. 
The  bill  would  also  require,  after  July  1,  1951,  that  the  State  plan 
shall,  as  a  condition  of  plan  approval,  provide  for  consideration  of  the 
special  expenses  arising  from  blindness.  The  proposed  amendment 
would  also  prohibit,  after  that  date,  the  consideration  of  any  income 
and  resources  that  are  not  predictable  and  are  not  actually  available 
to  the  individual. 
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C.  Exemption  of  property  used  as  home 

Attention  was  given  to  the  possibility  of  requiring  a  State  plan  for 
aid  to  the  blind  to  provide  specifically  for  exemption  from  considera¬ 
tion  of  the  blind  individual’s  real  property  used  as  a  home  up  to  a 
specified  value.  Your  committee  is  of  the  opinion  that  a  blind  person 
should  be  able  to  own  a  modest  home  and  be  eligible  for  aid.  How¬ 
ever,  since  almost  all  States  now  permit  recipients  of  aid  to  the  blind 
to  hold  property  of  reasonable  value  which  is  used  as  a  home  and 
still  to  be  considered  eligible  for  assistance,  and  since  the  value  of 
real  estate  varies  from  State  to  State  and  locality  to  locality  it  was 
deemed  inadvisable  to  write  into  the  Federal  law  a  specific  provision 
with  respect  to  the  ownership  of  property.  Your  committee  believes 
that  all  States  will  make  it  possible  for  needy  persons  to  own  modest 
homes  and  to  receive  assistance  and  that,  therefore,  Federal  legisla¬ 
tion  on  this  point  is  unnecessary. 

D.  Medical  care 

The  recipients  of  aid  to  the  blind  are,  as  is  the  case  with  recipients 
of  old-age  assistance,  a  group  with  much  greater  need  for  medical 
care  than  other  groups  in  the  population.  The  present  provisions  of 
title  X  of  the  Social  Security  Act  have  the  same  limitations  as  those 
noted  in  title  I  which  hamper  the  assistance  agency  in  meeting  the 
medical  needs  of  blind  recipients. 

The  bill  would,  therefore,  provide  that  in  the  case  of  medical  costs, 
Federal  funds  may  be  used  to  match  assistance  payments  made  to 
medical  practitioners  and  other  suppliers  of  medical  services  in  behalf 
of  needy  blind  individuals  which,  when  added  to  any  money  paid  to 
an  individual,  does  not  exceed  a  monthly  amount  of  $50. 

E.  Public  medical  institutions 

Title  X  of  the  Social  Security  Act  now  has  the  same  limitation  on 
matching  of  payments  to  persons  in  public  institutions  as  title  I. 
Since  the  blind,  like  the  aged,  frequently  have  need  for  medical  care 
in  hospitals  or  other  public  medical  institutions,  the  bill  would  amend 
the  provisions  of  title  X  to  permit  matching  of  assistance  payments  to, 
or  medical  care  payments  in  behalf  of,  recipients  of  aid  to  the  blind 
who  are  patients  in  public  medical  institutions.  This  amendment 
carries  the  same  limitations  with  respect  to  persons  in  tuberculosis  or 
mental  hospitals  as  the  proposed  amendment  to  title  I. 

F.  Standards  for  institutions 

The  bill  would  further  amend  title  X,  as  in  the  case  of  title  I,  by  re¬ 
quiring  as  a  condition  of  plan  approval  that,  if  the  aid  to  the  blind 
program  in  the  State  authorizes  payments  to  persons  in  institutions, 
the  State  plan  shall  provide  for  the  establishment  or  designation  of  a 
State  authority  or  authorities  responsible  for  establishing  and  main¬ 
taining  standards  for  such  institutions. 

G.  Opportunity  to  apply  for  and  receive  assistance  promptly 

In  aid  to  the  needy  blind,  as  in  old-age  assistance,  shortage  of  funds 
has  sometimes  resulted  in  decisions  by  assistance  agencies  not  to  take 
applications  or  to  keep  eligible  people  on  waiting  lists  until  enough 
recipients  could  be  removed  from  the  assistance  rolls  to  make  a  place 
for  them.  As  noted  in  the  discussion  of  this  problem  in  the  section  on 
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old-age  assistance,  this  difference  in  treatment  accorded  to  eligible 
people  is  unjustifiable  in  a  public  program.  The  requirements  that 
State  plans  must  provide  that  opportunity  to  apply  shall  be  afforded 
to  all  persons  wishing  to  do  so,  and  that  assistance  shall  be  furnished 
promptly  to  all  eligible  people,  is  included  in  the  amendment  which 
the  bill  would  make  to  title  X  of  the  Social  Security  Act. 

II.  Fair  hearings 

To  support  the  plan  requirement  governing  opportunity  of  a  blind 
person  to  apply  for  and,  if  eligible,  to  receive  assistance  promptly,  the 
bill  would  amend  the  fair  hearing  provision  of  title  X  as  in  title  I. 

I.  Residence 

Under  the  present  provisions  of  title  X,  a  State  may  require  that  to 
be  eligible  for  aid  a  blind  person  must  have  lived  in  that  State  for  5 
years  out  of  the  last  9  years,  1  year  of  that  residence  to  have  im¬ 
mediately  preceded  the  application.  Some  States,  however,  make  no 
durational  residence  requirements  as  an  eligibility  factor  in  aid  to  the 
blind,  and  many  States  have  less  stringent  requirements  than  those 
now  permitted  under  title  X;  many  of  these  require  only  1  year  of 
residence.  Your  committee  believes  that  for  blind  individuals  the 
maximum  residence  requirement  in  a  State  plan  should  be  1  year  in 
the  State  immediately  preceding  the  application.  The  bill,  therefore, 
would  amend  title  X,  effective  July  1,  1951,  to  preclude  approval  of 
any  plan  for  aid  to  the  blind  which  imposes  as  a  condition  of  eligibility 
a  residence  requirement  in  excess  of  1  year  of  continuous  residence  in 
the  State  prior  to  the  date  of  application.  The  bill  would  further 
preclude  any  State  from  having,  in  the  period  intervening  between  the 
effective  date  of  the  bill  and  July  1,  1951,  a  residence  requirement 
more  restrictive  than  that  in  its  plan  as  of  July  1,  1949. 

J.  Examination  to  determine  blindness 

Assistance  available  under  title  X  is  limited  to  needy  blind  individ¬ 
uals,  but  the  title  does  not  at  present  indicate  how  blindness  is  to  be 
determined.  The  bill  would  amend  title  X  to  require  that,  as  a 
condition  of  approval,  the  State  plan  shall  provide  that,  in  determining 
whether  an  individual  is  blind,  there  shall  be  an  examination  by  a 
physician  skilled  in  the  diseases  of  the  eye  or  by  an  optometrist. 

K.  Training  oj  personnel 

The  considerations  relating  to  the  importance  of  well-trained  staff 
for  the  proper  and  efficient  operation  of  the  assistance  programs  dis¬ 
cussed  in  the  sections  on  old-age  assistance  and  aid  to  dependent 
children  are  equally  important  in  relation  to  aid  to  the  needy  blind. 
The  bill  therefore  amends  title  X  by  adding  the  requirement  that  the 
State  plan  for  aid  to  the  needy  blind  shall  provide  for  a  training  pro¬ 
gram  for  the  personnel  necessary  to  the  administration  of  the  plan. 

L.  Temporary  approval  oj  certain  State  plans 

Although  the  48  States,  the  District  of  Columbia,  Alaska,  and 
Hawaii  all  are  privileged  to  seek  grants  under  title  X  to  assist  them  in 
financing  programs  of  aid  to  the  blind,  Alaska,  Missouri,  Nevada,  and 
Pennsylvania  are  not  receiving  grants  for  this  purpose.  Alaska  has 
no  special  program  for  aid  to  the  blind,  but  Missouri,  Pennsylvania, 
and  Nevada  are  administering  programs  for  aiding  blind  persons, 
financed  without  the  help  of  the  Federal  Government. 
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Pennsylvania  has  been  negotiating  for  some  time  with  the  Social 
Security  Administration  to  arrive  at  a  basis  by  which  it  could  develop 
a  plan  for  aid  to  the  blind  that  could  be  approved  as  conforming  to 
the  requirements  of  the  Social  Security  Act.  To  help  in  solving  the 
issue  which  has  stood  in  the  w~ay  of  accepting  the  plan  proposed  by 
Pennsylvania  and  to  facilitate  formulation  of  acceptable  plans  by 
other  States  that  do  not  at  the  present  time  have  approved  plans,  the 
bill  would  amend  title  X  to  provide  that,  for  an  interim  period,  the 
Administrator  shall  approve  a  plan  of  such  State  for  aid  to  the  blind, 
even  though  it  does  not  meet  the  requirements  of  clause  8  of  section 
1002  of  the  Social  Security  Act  (relating  to  the  determination  of 
need  and  consideration  of  resources),  if  it  meets  all  other  requirements 
of  title  X.  The  amendment  would  provide,  however,  that  Federal 
participation  shall  be  available  only  with  respect  to  expenditures 
which  would  be  approvable  under  the  requirements  of  clause  8,  sec¬ 
tion  1002.  This  amendment  would  be  effective  only  for  the  period 
October  1,  1949,  to  June  30,  1953.  Your  committee  believes  that  this 
period  of  time  will  enable  the  States  concerned  to  amend  their  lawTs 
and  develop  aid-to-blind  plans  that  conform  in  all  respects  with  the 
requirements  of  title  X. 

XVI.  AID  TO  THE  PERMANENTLY  AND  TOTALLY  DTSARLED 

The  bill  would  provide  grants-in-aid  to  the  States  for  a  fourth 
category  of  State-Federal  public  assistance  for  permanently  and 
totally  disabled  individuals  who  are  in  need. 

Some  of  the  most  acute  economic  distress  in  the  Nation  is  among 
needy  persons  under  age  65  who  have  disabilities  other  than  blind¬ 
ness  that  prevent  self-support.  These  unfortunate  individuals  should 
be  able  to  get  public  assistance  with  Federal  help,  just  as  needy 
persons  who  are  blind  or  suffering  from  the  infirmities  of  old  age  are 
provided  aid. 

In  December  1948  an  estimated  200,000  persons  on  the  general  as¬ 
sistance  rolls  (now  financed  solely  by  the  States  and  localities)  had 
disabilities  that  would  result  in  their  being  classified  as  permanently 
and  totally  disabled.  In  many  States  these  individuals  are  now  re¬ 
ceiving  public  assistance  at  a  lower  standard  than  the  needy  aged  and 
blind.  Federal  participation  in  assistance  to  the  permanently  and 
totally  disabled  should  result  in  more  adequate  assistance  to  this 
group  of  needy  individuals. 

Close  relationships  exist  between  the  insurance  and  assistance 
provisions  of  the  bill.  The  proposed  amendments  to  title  II  of  the 
Social  Security  Act  would  extend  the  program  of  old-age  and  survivors 
insurance  to  include  benefits  for  insured  workers  who  become  perma¬ 
nently  and  totally  disabled.  To  be  eligible  for  disability  insurance 
benefits,  workers  would  be  required  to  meet  insured  status  require¬ 
ments  which  call  for  a  substantial  period  of  work  in  covered  employ¬ 
ment.  This  new  type  of  benefit  under  the  insurance  program  may 
be  expected  to  provide  for  the  great  majority  of  workers  in  covered 
employment  who  become  permanently  and  totally  disabled  in  future 
years.  In  the  long  run,  however,  there  will  always  be  some 
disabled  persons  who  cannot  qualify  for  insurance  benefits.  Persons 
who  work  in  noncovered  employment  will  be  among  those  particularly 
in  need  of  the  protection  afforded  by  aid  to  the  permanently  and 
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totally  disabled.  Of  further  pressing  concern  at  the  moment  is  the 
fact  that  there  are  many  former  workers  disabled  today  who  cannot 
qualify  for  insurance  benefits.  Their  disabilities  may  already  have 
lasted  for  prolonged  periods,  and  their  assets  may  long  since  have 
been  exhausted. 

Some  disabled  persons  who  are  needy  and  who  are  not  being  aided 
today  under  inadequate  State-local  general  assistance  programs  would 
be  given  aid  under  the  proposed  category  of  assistance  for  the  disabled. 
Notwithstanding  this  fact,  during  the  first  year  or  two  of  Federal 
participation  in  assistance  to  the  permanently  and  totally  disabled, 
it  seems  probable  that  somewhat  less  than  200,000  persons  would  be 
aided  under  this  category.  Considerable  time  would  be  required  by 
the  States  to  enact  enabling  legislation.  Time  also  would  be  required 
to  develop  plans  and  establish  procedures  for  the  administration  of  the 
program.  It  is  anticipated  that  the  case  load  would  not  rise  appre¬ 
ciably  in  future  years,  if  disability  insurance  and  extension  of  insur¬ 
ance  coverage  are  also  in  effect.  Eventually,  as  the  insurance  pro¬ 
gram  begins  to  assume  its  proper  place  as  a  security  measure  against 
disability,  the  number  of  assistance  recipients  should  decrease. 

For  the  category  of  aid  to  the  permanently  and  totally  disabled, 
the  bill  would  provide  a  maximum  upon  individual  monthly  payments 
of  $50,  as  in  old-age  assistance  and  aid  to  the  blind.  The  Federal  share 
of  expenditures  within  the  maximums,  and  the  requirements  for 
approval  of  a  State  plan,  would  be  the  same  as  in  old-age  assistance, 
except  for  the  residence  requirement.  No  State  plan  for  aid  to  the 
permanently  and  totally  disabled  would  be  permitted  under  provisions 
of  the  bill  to  contain  a  residence  requirement  more  restrictive  than 
that  contained  in  its  plan  for  aid  to  the  blind  on  July  1,  1949;  begin¬ 
ning  July  1,  1951,  the  maximum  residence  requirement  would  be 
1  year  immediately  preceding  the  application  for  aid. 

XVII.  WELFARE  SERVICES 

A.  Child  weljare  service 

Part  3  of  title  V  of  the  Social  Security  Act,  authorizes  an  annual 
appropriation  of  $3,500,000  for  grants  to  States  to  assist  them  in 
establishing,  extending,  and  strengthening  child  welfare  services,  in 
predominantly  rural  areas  and  other  areas  of  special  need,  for  the 
protection  and  care  of  homeless,  dependent,  and  neglected  children 
and  children  in  danger  of  becoming  delinquent.  The  funds  are  allotted 
by  the  Federal  Security  Administrator  to  States  on  the  basis  of  joint 
plans  developed  by  the  State  agency  and  the  Administrator,  as  follows: 
$20,000  to  each  State  and  the  remainder  apportioned  among  the  States 
on  the  basis  of  rural  population. 

To  permit  extension  and  improvement  of  the  child  welfare  services 
in  the  States  the  bill  would  increase  the  authorization  for  appropriation 
to  $7,000,000  annually  and  would  increase  the  basic  amount  to  be 
allotted  to  States  with  approved  plans  to  $40,000.  The  remainder  of 
the  appropriation  would  continue  to  be  allotted  to  States  on  the  basis 
of  rural  population. 

The  bill  would  also  amend  part  3  of  title  V  specifically  to  provide 
that  Federal  funds  may  be  used  for  paying  the  cost  of  returning  any 
runaway  child  who  has  not  attained  the  age  of  16  to  his  own  com- 
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munity  in  another  State  in  cases  in  which  such  return  is  in  the  interest 
3f  the  child  and  the  cost  cannot  otherwise  be  met. 

B.  Services  in  the  administration  of  public  assistance 
The  bill  would  make  no  change  in  the  present  basis  of  matching 
expenditures  for  the  administration  of  assistance.  The  Federal  Gov¬ 
ernment  now  pays  one-half  the  cost  of  proper  and  efficient  adminis¬ 
tration.  In  considering  the  provision  relating  to  Federal  participation 
in  such  costs,  your  committee  decided  that  there  is  ample  authoriza¬ 
tion  for  Federal  sharing  in  the  cost  of  welfare  services  to  applicants 
for  and  recipients  of  State-Federal  assistance. 


XVIII.  PUERTO  RICO  AND  THE  VIRGIN  ISLANDS 


Both  the  insurance  and  public-assistance  programs  would  be  ex¬ 
tended  to  the  Virgin  Islands  and  Puerto  Rico  (although  the  insurance 
program  would  not  become  effective  in  Puerto  Rico  until  approved 
|y  the  Puerto  Rican  Legislature). 

r  Your  committee  considered  the  need  of  the  governments  of  Puerto 
Rico  and  the  Virgin  Islands  for  help  in  providing  assistance  for  their 
needy  people.  The  islands  with  their  limited  economic  resources, 
have  been  unable  to  raise  sufficient  funds  to  care  for  their  needy 


The  Federal  Government  already  makes  grants  to  both  Puerto  Rico 
and  the  Virgin  Islands  for  public  health  and  child  welfare  and  to  Puerto 
Rico  for  vocational  rehabilitation.  „  . 

Your  committee  believes  that  it  would  be  reasonable  to  participate 
in  assistance  costs  in  Puerto  Rico  and  the  Virgin  Islands,  but  recom¬ 
mends  doing  so  on  a  basis  different  from  that  recommended  for  the 
States  and  Territories.  The  economy  of  the  islands  is  at  a  lower  level 
than  that  on  the  mainland.  Furthermore,  in  the  case  of  Puerto  Rico, 
your  committee  took  into  consideration  the  fact  that  Puerto  Rico  re¬ 
tains  the  Federal  excise  taxes  that  it  collects,  instead  of  turning  them 
in  to  the  Federal  Treasury  and  that  the  Federal  income  taxes  are  not 
applicable  there. 

The  bill  therefore  would  provide  that  for  old-age  assistance,  aid  to 
the  blind,  and  aid  to  the  permanently  and  totally  disabled,  the  maxi- 

tmm  limiting  Federal  participation  in  an  individual  monthly  payment 
e  $30,  and  for  aid  to  dependent  children,  $18  for  the  first  child  in  a 
family  and  $12  for  each  child  beyond  the  first.  These  are  the  maxi- 
mums  established  in  the  original  Social  Security  Act  in  1935.  The 
Federal  share  of  assistance  costs  within  the  maximums  would  be  one- 
half  for  all  types  of  assistance  and  for  administration.  This  is  the 
original  matching  ratio  in  the  Social  Security  Act  for  old-age  assistance 
and  aid  to  the  blind  and  is  more  liberal  than  the  original  ratio  of  one- 
third  for  aid  to  dependent  children. 


SECTION  BY  SECTION  ANALYSIS  OF  THE  BILL 

The  first  section  of  the  bill  contains  a  short  title,  Social  Security  Act 
Amendments  of  1949,  and  a  table  of  contents.  The  remainder  of  the 
bill  is  divided  into  four  titles:  Title  I,  which  amends  title  II  of  the 
Social  Security  Act;  title  II,  which  amends  the  Internal  Revenue  Code; 
title  III,  which  contains  the  amendments  to  the  public  assistance  and 
child-welfare  provisions  of  the  Social  Security  Act;  and  title  IV, 
which  contains  miscellaneous  amendments  to  the  Social  Security  Act. 
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Title  I — Amendments  to  Title  II  of  the  Social  Security  Act 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFIT  PAYMENTS 

Subsection  (a)  of  section  101  of  the  bill  amends  section  202  of  the 
Social  Security  Act.  Such  section  202,  as  amended,  contains  pro¬ 
visions  relating  to  old-age,  wife’s,  child’s,  widow’s,  mother’s,  and 
parent’s  insurance  benefits;  lump-sum  death  payments;  applications 
for  benefits;  simultaneous  entitlement  to  benefits;  and  the  effect  of 
entitlement  to  survivor  benefits  under  the  Railroad  Retirement  Act  of 
1937.  Subsections  (b),  (c),  (d),  and  (e)  of  section  101  of  the  bill  con¬ 
tain  provisions  (which  will  be  explained  below)  relating  to  the  effective 
dates  of  the  amendments  made  by  subsection  (a),  the  protection  of 
individuals  now  receiving  benefits,  and  the  filing  of  applications  for 
parent’s  insurance  benefits  and  for  lump-sum  death  payments  in  the 
case  of  deaths  occurring  prior  to  1950. 

Old-age  insurance  benefits 

The  name  of  the  benefit  provided  by  subsection  (a)  of  section  202 
of  the  Social  Security  Act  is  changed  from  “primary  insurance  benefit” 
to  “old-age  insurance  benefit.”  The  conditions  under  which  an  indi¬ 
vidual  may  become  entitled  to  old-age  benefits  are  the  same  as  those 
for  the  present  primary  benefits,  i.  e.,  fully  insured  status  (as  redefined 
in  sec.  214  (a)),  attainment  of  retirement  age  (age  65),  and  filing 
application,  except  that  anyone  entitled  to  disability  insurance  bene¬ 
fits  for  the  month  before  he  attains  retirement  age  automatically 
becomes  entitled  to  old-age  benefits  without  filing  an  application. 

Under  section  101  (c)  (1)  of  the  bill,  individuals  entitled  to  primary 
insurance  benefits  under  existing  law  will  automatically  become  en¬ 
titled  to  old-age  insurance  benefits  under  the  new  law. 

Wife’s  insurance  benefits 

Section  202  (b)  of  the  Social  Security  Act  as  amended  by  the  bill 
provides  -wife's  insurance  benefits  to  a  wife  aged  65  under  the  same 
circumstances  as  under  existing  law  and  in  addition  provides  for  wife’s 
insurance  benefits  for  a  wife  under  age  65  wrho  at  the  time  of  filing 
her  application  for  wife’s  insurance  benefits  has  in  her  care  (individually 
or  jointly  with  her  husband)  a  child  entitled  to  a  child’s  insurance 
benefit  on  the  basis  of  her  husband’s  wage  record.  A  -wife  under  age 
65  ceases  to  be  entitled  to  such  benefits  when  there  is  no  longer  any 
child  of  her  husband  entitled  to  child’s  insurance  benefits. 

Child’s  insurance  benefits 

Several  changes  are  made  in  subsection  (c)  of  section  202,  which 
relates  to  child’s  insurance  benefits.  Under  the  present  law,  the 
benefit  amount  for  a  child  entitled  on  the  wage  record  of  a  deceased 
or  retired  insured  worker  is  equal  to  one-half  the  old-age  insurance 
benefit  of  the  worker.  A  widow  with  a  child  receives  l){  times  an 
old-age  insurance  benefit  while  a  retired  worker  with  a  child  would 
receive  times  such  benefit.  To  equalize  family  benefit  amounts 
as  between  families  of  deceased  and  retired  workers,  the  bill  increases 
the  total  amount  of  the  family  benefits  in  a  survivor  family  in  -which 
there  is  at  least  one  entitled  child  by  one-fourth  of  the  worker’s  old-age 
benefit.  If  there  is  more  than  one  child,  this  additional  amount  is 
divided  equally  among  the  children. 
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A  child  is  entitled  to  child’s  insurance  benefits  only  if  he  was 
dependent  upon  the  individual  on  the  basis  of  whose  wage  record 
he  files  application  for  child’s  insurance  benefits.  Paragraphs  (3), 
(4),  and  (5)  of  subsection  (c)  of  section  202  of  the  Social  Security 
Act  as  amended  by  the  bill  set  forth  the  circumstances  under  which 
a  child  is  deemed  dependent  upon  an  individual. 

Paragraph  (3)  states  the  circumstances  under  which  a  child  is 
deemed  dependent  upon  his  father  or  adopting  father.  This  para¬ 
graph  makes  no  change  in  existing  law. 

Paragraph  (4)  states  the  circumstances  [under  which  a  child  is 
deemed  dependent  upon  his  stepfather.  Under  existing  law  a  child 
is  deemed  dependent  upon  a  stepfather  only  if  no  parent  other  than 
such  'stepfather  was  contributing  to  the  support  of  such  child  and  such 
child  was  not  living  with  its  father  or  adopting  father.  Under  the  bill 
the  child  is  deemed  dependent  upon  his  stepfather  if  the  child  was 
living  with  or  was  receiving  at  least  one-half  of  his  support  from  such 
stepfather. 

Paragraph  (5)  states  the  circumstances  under  which  the  [child  is 
deemed  dependent  upon  his  natural  or  adopting  mother  or  upon  his 
stepmother.  Under  existing  law,  the  presence  of  a  father  in  thediouse- 
hold  prevents  a  finding  of  dependency  of  a  child  on  his  mother.  Any 
contributions  from  a  father  also  prevent  finding  a  child  dependent  on 
his  mother.  The  bill  permits  the  payment  of  benefits  to  a  child  on  the 
basis  of  his  natural  or  adopting  mother’s  wage  record  if  she  was  both 
fully  and  currently  insured  when  she  died.  Benefits  are  also  payable 
on  the  basis  of  a  natural,  adopting,  or  stepmother’s  wage  record,  when 
she  had  been  furnishing  at  least  half  of  the  child’s  support,  or  when 
she  had  been  living  with  or  contributing  to  the  child’s  support  and  the 
child  had  been  neither  living  with  nor  receiving  any  contributions 
toward  his  support  from  his  father. 

Widow's  insurance  benefits 

Section  202  (d),  relating  to  widow’s  benefits,  would  be  changed  by 
the  bill  so  as  to  permit  a  wife  entitled  to  wife’s  insurance  benefits  to 
become  entitled  to  widow’s  insurance  benefits  [upon  the  death  of  her 
husband  without  filing  a  new  application  if  she  is  then  age  65  or  over. 
All  conditions  of  eligibility  for  the  two  benefits  are  the  same  with  one 
exception  (death  in  the  case  of  widow’s  benefits,  and  entitlement  of 
the  husband  to  old-age  insurance  benefits  in  the  case  of  wife’s  benefits 
if  the  wife  is  age  65  or  over).  This  change  will  simplify  administra¬ 
tion  and  prevent  delay  in  payment  of  widow’s  insurance  benefits. 

Mother’s  insurance  benefits 

Subsection  (e)  of  section  202,  as  amended  by  the  bill,  changes  the 
title  of  the  present  widow’s  current  insurance  benefits  to  mother’s 
insurance  benefits.  It  provides  for  payment  of  such  benefits  to  the 
divorced  wife  of  a  deceased  insured  worker  if  she  had  been  receiving 
at  least  half  her  support  from  the  worker,  and  if  she  is  caring  for  her 
son,  daughter,  or  legally  adopted  child  who  is  receiving  benefits  on 
the  worker’s  wage  record.  Under  section  101  (c)  (1)  of  the  bill, 
individuals  entitled  to  widow’s  current  insurance  benefits  under 
existing  law  will  automatically  become  entitled  to  mother’s  insurance 
benefits  under  the  new  law. 
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Parent’s  insurance  benefits 

Subsection  (f)  of  section  202,  as  amended  by  the  bill,  increases  the 
amount  of  the  dependent  parent’s  benefit  from  one-half  of  the  old-age 
benefit  to  three-fourths  of  the  old-age  benefit. 

Also  the  requirement  that  a  parent  must  have  been  chiefly  dependent 
upon  and  supported  by  the  wage  earner  is  changed  to  require  only 
that  the  parent  must  have  been  receiving  at  least  one-half  of  his 
support  from  the  wage  earner  to  be  found  dependent  on  him.  This 
will  make  it  unnecessary  to  look  to  the  value  of  any  non-income- 
producing  property  a  parent  may  own  and  will  avoid  the  difficulties 
involved  in  establishing  dependency  in  cases  where  the  parent  was 
receiving  an  equal  portion  of  his  support  from  two  children. 

Lump-sum  death  payments 

The  bill  changes  section  202  (g)  of  the  Social  Security  Act  in  two 
respects.  Under  existing  law  payment  of  the  lump  sum  is  provided 
only  if  the  insured  individual  died  leaving  no  widow,  child,  or  parent 
who  would,  on  filing  application  in  the  month  in  which  the  individu^ 
died,  be  entitled  to  a  benefit  for  such  month.  Under  the  bill  a  lump¬ 
sum  death  payment  may  be  made  regardless  of  whether  or  not  monthly 
benefits  are  payable. 

The  second  change  in  this  subsection  limits  the  amount  of  the 
lump-sum  payment  to  three  times  the  worker’s  old-age  benefit,  instead 
of  six  times  the  primary  benefit  as  now  provided.  As  old-age  benefits 
in  the  bill  are  about  double  present  primary  benefits,  the  change 
made  by  the  bill  will  keep  lump-sum  death  payments  at  approximately 
their  present  level. 

Application  for  benefits 

Paragraph  (1)  of  subsection  (h)  of  section  202,  as  amended  by  the 
bill,  is  the  same  as  existing  law  except  that  it  increases  from  3  to  £ 
the  number  of  months  for  which  benefits  may  be  paid  retroactively 
to  individuals  who  failed  to  file  their  applications  as  soon  as  they 
were  otherwise  eligible  and  were  no  longer  working. 

Paragraph  (2)  of  this  subsection  continues  the  provision  of  th< 
present  law  (sec.  205  (m))  'which  makes  ineffectual  any  applicatior 
filed  more  than  3  months  before  entitlement,  and  adds  the  provisior 
that  an  application  filed  during  the  3-month  period  before  the  mont| 
in  which  the  individual  is  first  eligible  for  benefits  shall  be  deemed  tc 
have  been  filed  in  the  first  month  in  which  he  is  eligible.  This  gives 
a  definite  date  of  reference  for  the  application. 

Simultaneous  entitlement  to  benefits 

Subsection  (i)  brings  together  in  one  subsection  the  provisions 
relating  to  simultaneous  entitlement  to  benefits  now  spread  through¬ 
out  section  202.  Paragraph  (1)  of  the  new  section  202  (i)  replaces  th( 
clause  in  section  202  (c)  of  the  act  which  provides  that  a  child  eligible 
lor  more  than  one  benefit  may  receive  only  the  benefit  based  on  tin 
largest  primary  insurance  benefit,  and  the  clause  in  section  202  (f] 
which  requires  reducing  the  amount  of  a  parent’s  benefit  by  thi 
amount  of  any  other  benefits  to  which  the  parent  becomes  entitled 
The  new  paragraph  provides  for  paying  any  one  individual  who  i: 
not  entitled  to  an  old-age  benefit  only  the  largest  benefit  to  which  hi 
becomes  entitled.  The  amendment  makes  uniform  the  provisions 
for  avoiding  duplicate  benefit  payments,  and  will  allow  each  individua 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949  59 

the  amount  of  the  largest  single  benefit  to  which  he  can  become 
entitled. 

Paragraph  (2)  of  the  new  section  202  (i)  replaces  the  clause  in  the 
subsections  on  wife’s,  widow’s,  widow’s  current  (mother’s),  and 
parent’s  benefits  which  provides  for  reducing  the  amount  of  such 
benefits  by  the  amount  of  the  benefit  to  which  the  individual  becomes 
entitled  on  his  own  wage  record.  This  is  merely  a  language  simplifi¬ 
cation,  retaining  the  principle  in  the  present  law. 

Entitlement  to  survivor  benefits  under  Railroad  Retirement  Act 

Subsection  (j)  of  section  202  is  a  new  subsection  which  provides 
that  if  any  person  could  become  entitled  to  an  annuity  under  section 
5  of  the  Railroad  Retirement  Act  of  1937,  or  a  lump-sum  payment 
under  subsection  (f)  (1)  of  that  section,  with  respect  to  the  death  of 
an  employee,  no  lump-sum  death  payment  or  monthly  survivors 
benefits  shall  be  payable  under  the  Social  Security  Act  on  the  basis  of 
the  wages  or  self-employment  income  of  that  employee.  This  amend¬ 
ment  is  necessary  to  continue  the  existing  coordination  of  survivors 
benefits  under  the  railroad  retirement  and  old-age  and  survivors 
insurance  programs.  As  survivors  benefits  are  based  on  a  combina¬ 
tion  of  the  wage  records  under  the  programs,  it  is  necessary  to  specify 
that  eligibility  for  survivors  benefits  under  one  program  will  preclude 
the  payment  of  survivors  benefits  under  the  other  program.  Section 
205  (p)  of  the  Social  Security  Act,  as  amended  by  the  bill,  contains  the 
corresponding  provisions  for  counting  railroad  compensation  in  com¬ 
puting  survivors  benefits  under  the  Social  Security  Act. 

Effective  date  of  amendment  made  by  section  101  (a) 

Subsection  (b)  of  section  101  of  the  bill  provides  that  the  preceding 
changes  in  section  202  of  the  Social  Security  Act  shall,  with  one  excep¬ 
tion,  be  effective  on  January  1,  1950.  The  new  section  202  (h)  (2), 
which  relates  to  the  filing  of  applications,  becomes  effective  for  months 
after  September  1949,  and  the  present  section  205  (m)  which  it  re¬ 
places  is  repealed  for  all  monthly  benefits  for  months  after  1949. 
Thus  applications  for  benefits  payable  after  1949  will  be  filed  only 
under  the  new  section  202  (h)  (2). 

Saving  provisions 

Subsection  (c)  of  section  101  of  the  bill  is  a  saving  clause  for  persons 
already  entitled  under  the  present  law  so  that  they  will  not  lose  their 
entitlement  to  benefits  on  account  of  enactment  of  the  bill.  It  would 
also  protect  the  rights  of  individuals  who  would  be  entitled  to  benefits 
under  existing  law  for  October,  November,  or  December  of  1949  upon 
filing  application  for  such  benefits  within  3  months  thereafter  in 
accordance  with  the  present  retroactive  filing  provisions  of  section* 
202  (h). 

Subsection  (d)  of  section  101  of  the  bill  extends  through  1951  the 
2-year  period  in  which  parents  may  file  proof  of  dependency  in  cases 
of  wage  earners  who  died  after  June  1947  and  before  1950  and  who  were 
not  insured  under  the  provisions  of  the  present  law  but  would  have 
been  insured  had  the  eligibility  provisions  contained  in  the  bill  been 
in  effect  when  they  died.  Deaths  before  July  1947  have  been  specifi¬ 
cally  excluded  because  anyone  who  died  before  then  and  who  was  not 
fully  insured  under  existing  law  would  not  be  insured  under  the  pro¬ 
visions  as  amended  by  the  bill.  No  retroactive  benefits  for  months 
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before  1950  will  be  payable  under  this  provision,  since  the  amendment 
revising  the 'eligibility  provisions  is  not  effective  until  January  1,  1950. 

Section  101  (e)  of  the  bill  continues  existing  law  with  respect  to 
lump-sum  death  payments  on  the  wage  records  of  persons  wdio  died 
before  1950.  There  is,  however,  one  exception.  The  Social  Security 
Act  amendments  of  1946  extended  to  August  10,  1948,  the  period  for 
claiming  the  lump  sum  in  the  case  of  insured  persons  who  died  outside 
the  United  States  (including  Alaska  and  Hawaii)  between  December 
6,  1941,  and  August  10,  1946.  The  bill  would  extend  through  1951 
the  period  for  claiming  lump-sum  death  payments  in  the  case  of  such 
deaths,  and  in  the  case  of  deaths  occurring  in  Alaska  or  Hawaii. 

MAXIMUM  BENEFITS 

Section  102  of  the  bill  replaces  subsections  (a),  (b),  and  (c)  of  sec¬ 
tion  203  of  the  present  Social  Security  Act  with  a  new  section  203 
(a).  The  new  subsection  liberalizes  the  maximum  amount  of  monthly 
benefits  payable,  for  months  after  1949,  on  the  basis  of  the  wages  or 
self-employment  income  of  an  insured  individual.  Under  existing 
law,  the  benefits  payable  on  the  basis  of  an  individual’s  wages  if  they 
exceed  $20  for  any  month  are  reduced  for  such  month  to  $85,  to  twice 
his  primary  benefit,  or  to  80  percent  of  his  average  monthly  wage, 
whichever  is  the  smallest,  but  not  below  $20.  The  bill  increases  the 
$85  figure  to  $150  and  eliminates  the  limitation  of  twice  the  primary 
insurance  benefit.  Whde  the  $20  minimum  below  which  the  total  of 
benefits  may  not  be  reduced  has  been  removed  from  this  section,  the 
bill  has  in  effect  increased  this  figure  to  $40  by  establishing  a  mini¬ 
mum  average  monthly  wage  of  $50  (sec.  215  (c)  (2)  of  the  amended 
Social  Security  Act).  Application  of  the  maximum  of  80  percent  to 
this  $50  minimum  average  monthly  wage  could  not  reduce  family 
benefits  below  $40. 

Under  existing  law  the  total  of  family  benefits  for  a  month  is 
reduced  to  the  maximum  prior  to  any  deductions  on  account  of  the 
occurrence  of  any  event  specified  in  the  law.  Section  203  (a)  as 
amended  by  the  bill  reverses  this  procedure  and  provides  that  the 
reduction  in  the  total  of  benefits  for  a  month  is  to  be  made  after  the 
deductions.  As  a  result,  larger  family  benefits  will  be  payable  in 
many  cases.  For  example,  if  a  worker  with  a  primary  insurance 
amount  of  $40  and  an  average  monthly  wage  of  $75  dies,  leaving  a 
widow  and  two  children  all  of  whom  have  filed  claims  and  are  entitled 
to  benefits,  the  maximum  of  the  benefits  payable  to  this  family  for 
any  month  is  $60  (80  percent  of  $75).  Prior  to  the  application  of  the 
maximum  the  widow  would  be  entitled  to  a  benefit  of  $30  and  each  child 
to  a  benefit  of  $25  (three-fourths  of  the  primary  insurance  amount  for 
the  widow  and  one-half  of  such  amount  for  each  child  with  an  addi¬ 
tional  one-fourth  of  such  amount  divided  equally  between  the  two 
children).  Under  existing  law  these  amounts  would  be  reduced  to 
$22.50  for  the  widow  and  $18.75  for  each  child  (so  as  to  total  $60). 
The  reduction  in  these  amounts  applies  even  though  one  beneficiary, 
such  as  the  widow,  suffers  a  loss  of  her  benefit  because  she  receives 
more  than  the  permitted  amount  for  services  in  covered  employment. 
If  in  such  a  case  the  widow  had  never  filed  a  claim  the  children  would 
each  have  received  the  full  $25.  Under  section  203  (a)  as  amended 
by  the  bill  the  maximum  would  be  applied  for  any  month  after  any 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  19  49 


61 


deductions  for  that  month  so  that,  where  the  widow  works  as  in  the 
above  case,  each  child  would  receive  the  full  $25. 

The  bill  eliminates,  as  unnecessary,  the  present  provision  of  sec¬ 
tion  203  (b)  that  benefits  payable  on  any  wage  record  shall  not  be 
less  than  $10  per  month,  and  also  that  portion  of  the  present  section 
203  (c)  which  provides  for  proportionate  increases  of  the  benefits 
where  the  total  payable  on  one  wage  record  is  increased.  The  $25 
minimum  primary  insurance  amount  provided  in  section  215  (a)  of 
the  Social  Security  Act  as  amended  by  the  bill  automatically  estab¬ 
lishes  a  minimum  of  $18.80  (three-fourths  of  $25  rounded  to  the  next 
higher  multiple  $0.10  pursuant  to  sec.  215  (h)  of  the  Social  Security 
Act  as  amended  by  the  bill)  for  the  total  of  benefits  for  all  survivors 
payable  on  any  wage  record.  The  provision  of  existing  section  203  (c) 
under  which  each  benefit,  except  the  old-age  benefit,  is  proportionately 
decreased  when  there  is  a  decrease  in  the  total  family  benefits  is 
transferred  by  the  bill  to  section  203  (a). 

DEDUCTIONS  FROM  BENEFITS 

Section  103  of  the  bill  revises  rather  extensively,  the  provisions  of 
the  present  Social  Security  Act  relating  to  deductions  from  benefits. 
Subsections  (d),  (e),  (f),  (g),  and  (h)  of  section  203  of  the  present  act 
are  replaced  by  subsections  (b),  (c),  (d),  (e),  (f),  (g),  (h),  and  (i)  of 
section  203  of  the  amended  act. 

Deductions  on  account  oj  work  or  failure  to  have  child  in  care 

Paragraphs  (1)  and  (2)  of  section  203  (b)  provide  that  deductions 
are  to  be  made  from  benefits  for  any  month  after  1949  in  which  a 
beneficiary  is  under  the  age  of  75  and  either  renders  services  for 
wages  of  more  than  $50,  or  is  charged  (under  the  provisions  of  the  new 
subsec.  (e)  of  sec.  203)  with  net  earnings  from  self-employment  of  more 
than  $50.  This  provision  replaces  the  provision  of  the  present  law 
under  which  deductions  from  benefits  are  made,  regardless  of  the  age 
of  the  beneficiary,  for  any  month  in  which  the  beneficiary  renders 
services  for  wages  of  $15  or  more. 

Three  principal  changes  are  effected  by  these  provisions.  First, 
the  amount  of  wages  a  beneficiary  is  permitted  to  earn  in  covered 
employment  in  a  month  without  suffering  a  deduction  from  benefits  is 
raised  from  $14.99  to  $50.  Second,  since  coverage  under  the  act  has 
been  extended  to  certain  of  the  self-employed,  the  bill  provides  for 
deductions  to  be  made  when  beneficiaries  engage  substantially  in 
covered  self-employment  and  derive  net  earnings  from  self-employ¬ 
ment  in  excess  of  that  permitted  (see  the  discussion  of  sec.  203  (e) 
below).  Third,  deductions  have  been  eliminated  if  the  beneficiary  is 
75  years  old  or  over. 

It  is  made  clear  by  paragraph  (1)  that,  for  deduction  purposes, 
wages  are  to  be  determined  without  regard  to  subsection  209  (a) 
which  limits  the  meaning  of  the  term  “wages”  for  all  other  purposes 
to  $3,600  in  a  calendar  year.  Thus,  an  individual  who  earns  $3,600 
in  wages  in  the  first  few  months  of  a  year  (for  which  deductions  would 
be  imposed  under  section  203  (b)  (1))  will  not  receive  benefits  for  any 
succeeding  month  of  the  year  in  which  he  renders  service  in  covered 
employment  for  remuneration  of  more  than  $50,  even  though  the  lat¬ 
ter  remuneration  is  not  considered  as  wages^for  other  purposes  of  title 
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Paragraphs  (3) ,  (4) ,  and  (5)  provide  that  deductions  are  to  be  made 
for  any  month  after  1949  in  which  a  wife  under  retirement  age,  en¬ 
titled  to  a  wife’s  insurance  benefit,  does  not  have  in  her  care  (individu¬ 
ally  or  jointly  with  her  husband)  a  child  of  her  husband  entitled  to 
a  child’s  insurance  benefit;  or  in  which  a  widow  entitled  to  a  moth¬ 
er’s  insurance  benefit,  does  not  have  in  her  care  a  child  of  her  deceased 
husband  entitled  to  a  child’s  insurance  benefit  (this  is  existing  law) ;  or 
in  which  a  former  wife  divorced,  entitled  to  a  mother’s  insurance 
benefit,  does  not  have  in  her  care  a  child  (of  her  deceased  former 
husband)  who  (A)  is  her  son,  daughter,  or  legally  adopted  child  and 
(B)  is  entitled  to  a  child’s  insurance  benefit  with  respect  to  the  wages 
or  self-employment  income  of  her  deceased  former  husband. 

Deductions  from,  dependents'  benefits  because  ofi  work  by  old-aye  bene¬ 
ficiary 

Section  203  (c)  provides  for  the  making  of  deductions  from  de¬ 
pendents’  benefits  for  any  month  in  which  the  old-age  beneficiary 
suffers  a  deduction  with  respect  to  his  own  benefit.  Paragraph  (1) 
of  this  subsection,  which  is  similar  to  present  law,  provides  that  deduc¬ 
tions  from  a  wife’s  or  child’s  benefit  are  to  be  made  for  months  in  which 
the  old-age  beneficiary  suffers  a  deduction  under  section  203  (b)  (1) 
(which  relates  to  the  rendition  of  services  for  wages  of  more  than  $50). 
Paragraph  (2)  adds  a  comparable  provision  so  as  to  deduct  a  wife’s 
or  child’s  benefit  for  months  in  which  the  old-age  beneficiary  suffers 
a  deduction  under  section  203  (b)  (2)  (which  relates  to  the  charging  to 
a  month  of  net  earnings  from  self-employment  of  more  than  $50). 

Occurrence  of  more  than  one  event 

The  first  sentence  of  section  203  (d),  which  is  similar  to  present  law, 
provides  that  if  more  than  one  event  specified  in  subsections  203  (b) 
and  203  (c)  occurs  in  any  month,  which  would  occasion  deductions 
equal  to  a  benefit  for  such  month,  only  an  amount  equal  to  such  bene¬ 
fit  is  to  be  deducted.  The  second  sentence  provides  that  the  charging 
of  net  earnings  from  self-employment  to  any  month  shall  be  treated  as 
an  event  occurring  in  the  month  to  which  such  net  earnings  are  charged. 

Months  to  which  net  earnings  are  charged 

Section  203  (e)  provides  the  method  for  charging  net  earnings  from 
self-employment  to  particular  months  of  the  taxable  year  for  the  pur¬ 
poses  of  determining  the  deductions  required  under  the  provisions  of 
sections  203  (b)  (2)  and  203  (c.)  (2). 

Paragraph  (1)  provides  that  if  an  individual’s  net  earnings  from 
self-employment  for  the  taxable  year  are  not  more  than  the  product 
of  $50  times  the  number  of  months  in  such  year,  no  month  in  such 
year  is  to  be  charged  with  more  than  $50  of  net  earnings  from  self- 
employment.  Thus,  if  an  individual  has  net  earnings  from  self- 
employment  of  less  than  $600  (for  a  taxable  year  of  12  months)  no 
deduction  would  be  imposed  under  section  203  (b)  (2)  or  203  (c)  (2) 
even  though  all  of  the  net  earnings  from  self-employment  may  have 
been  earned  during  a  period  of  a  few  months  in  such  year  at  a  rate  in 
excess  of  $50  per  month. 

Paragraph  (2)  provides  the  method  for  determining  the  months  of 
a  taxable  year  to  be  charged  with  net  earnings  from  self-employment 
in  the  case  of  an  individual  whose  net  earnings  from  self-employment 
for  his  taxable  year  exceed  the  product  of  $50  times  the  number  of 
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months  of  such  year.  In  this  case,  each  month  of  the  year  is  first 
to  be  charged  with  $50  of  net  earnings  from  self-employment,  then  the 
amount  of  net  earnings  in  excess  of  the  product  is  to  be  charged  in 
units  of  $50,  beginning  with  the  last  month  of  the  taxable  year  and 
progressing  toward  the  first  month  of  the  taxable  year.  The  para¬ 
graph  provides  further  that  no  part  of  the  excess  net  earnings  from 
self-employment  is  to  be  charged  to  any  month  in  which  the  indi¬ 
vidual  was  not  entitled  to  a  benefit  under  title  II;  in  which  an  event 
described  in  paragraphs  (1),  (3),  (4),  or  (5)  of  section  203  (b)  occurred; 
in  which  the  individual  was  age  75  or  over,  or  in  which  the  individual 
did  not  engage  in  self-employment. 

In  connection  with  the  charging  of  the  excess,  it  should  be  noted 
that,  in  the  case  of  an  excess  amount  of  net  earnings  which  is  not 
divisible  by  $50,  it  is  possible  to  charge  a  unit  of  excess  which  is  less 
than  $50.  For  example,  an  individual  who  has  a  full  12-month 
taxable  year  and  has  net  earnings  from  self-employment  of  $651 

fuld  have  two  units  of  excess  net  earnings  from  self-employment,  one 
$50  and  one  of  $1,  and  would  thus  be  potentially  subject  to  deduc¬ 
tions  for  2  months  of  the  year. 

Generally,  the  taxable  year  of  an  individual  will  be  a  calendar  year, 
or  a  fiscal  year,  containing  12  months.  The  most  common  case  of  a 
taxable  year  of  less  than  12  months  will  occur  by  reason  of  the  death 
of  a  beneficiary.  If,  for  example,  a  beneficiary  having  a  taxable  year 
which  is  a  calendar  year  should  die  on  June  2,  his  taxable  year  for  the 
year  of  his  death  would  begin  on  January  1  and  end  on  June  2.  If  his 
net  earnings  from  self-employment  for  the  short  taxable  year  are  not 
more  than  $300  ($50  times  6  months),  no  month  in  such  taxable  year 
would  be  charged  with  more  than  $50.  If  his  net  earnings  from  self- 
employment  for  such  year  exceed  $300,  paragraph  (2)  of  subsection  (e) 
would  be  applicable  in  determining  whether  deductions  from  benefits 
are  to  be  made. 

The  months  to  which  the  excess  net  earnings  from  self-employment 
may  not  be  charged  include  those  during  which  the  individual  per¬ 
formed  services  for  wages  of  more  than  $50,  and  those  during  which 
an  individual  under  retirement  age  drawing  benefits  as  a  wife,  widow, 
or  former  wife  divorced  did  not  have  a  child  in  her  care.  These 

tovisions  prevent  the  charging  of  the  excess  to  months  for  which  a 
duction  has  already  been  imposed.  The  excess  net  earnings  from 
self-employment  are  not  to  be  charged  to  months  during  which  the 
beneficiary  was  age  75  or  over  because  no  deductions  are  imposed  for 
such  months.  These  provisions  and  the  provision  that  the  excess 
net  earnings  from  self-employment  may  not  be  charged  to  months 
during  which  the  individual  was  not  entitled  to  benefits  under  this 
title  prevent  the  dissipation  of  the  excess  net  earnings  from  self- 
employment  through  charging  them  to  months  for  which  deductions 
may  not  be  imposed. 

It  should  be  noted  that  a  deduction  for  a  particular  month  may  be 
imposed  under  section  203  (b)  (2)  by  reason  of  an  individual’s  net 
earnings  from  self-employment  for  the  taxable  year  even  though  the 
individual,  as  a  matter  of  fact,  may  not  have  earned  $50  from  his 
trade  or  business  in  that  particular  month.  For  example,  if  an  indi¬ 
vidual  entitled  to  old-age  insurance  benefits  engaged  throughout  the 
taxable  year  as  a  real-estate  broker  and  earned  more  than  $1,150  for 
the  entire  year,  he  will  suffer  a  deduction  under  section  203  (b)  (2) 
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for  each  month  of  the  year  even  though  during  several  months  of  the 
year  he  may  have  operated  at  a  loss  through  an  inability  to  negotiate 
any  sales  in  those  months. 

The  following  example  will  illustrate  the  charging  to  months  of  net 
earnings  from  self-employment  for  the  purposes  of  paragraph  (2)  of 
section  203  (e).  Beneficiary  X,  who  was  entitled  to  old-age  insurance 
benefits  during  the  entire  year  and  was  under  75  years  of  age,  owned 
and  actively  operated  a  fruit  stand  during  the  entire  year.  His  net 
earnings  from  the  business  amounted  to  $740.  During  the  month  of 
December  he  worked  a  few  hours  a  day  as  an  employee  at  a  store  in 
connection  with  the  Christmas  trade,  and  received  wages  therefor  in 
excess  of  $50.  Under  paragraph  (2),  each  month  of  the  year  woidd  be 
charged  with  $50,  and  the  excess  ($140)  would  be  charged  as  follows: 
$50  to  November,  $50  to  October,  and  $40  to  September.  The  month 
of  December  (for  which  a  deduction  would  be  imposed  under  sec.  203 
(b)  (1)  by  reason  of  wages  earned  in  excess  of  $50)  would  not  be  charged 
with  any  part  of  the  $140  excess.  Beneficiary  X,  therefore,  would 
suffer  deductions  under  section  203  (b)  (2)  for  the  months  of  Sep¬ 
tember,  October,  and  November,  since  more  than  $50  of  net  earnings 
from  self-employment  is  charged  to  each  of  those  months. 

The  individual  is  to  be  given  an  opportunity  to  show  that  he  did  not 
render  substantial  services  with  respect  to  any  trade  or  business  during 
certain  months  of  the  year.  In  that  case,  the  excess  net  earnings  from 
self-employment  are  not  to  be  charged  to  those  months  but  are  to  be 
charged  to  any  other  months  during  which  he  did  render  substantial 
services  (and  to  which  the  charging  of  the  excess  is  not  prohibited  by 
paragraph  (2)).  Thus,  benefit  deductions  would  be  imposed  for  any 
month,  as  a  result  of  the  self-employment  of  a  beneficiary,  only  when 
the  beneficiary  both  had  substantial  net  earnings  from  self-employ¬ 
ment  in  the  year  and  rendered  substantial  services  in  a  trade  or  busi¬ 
ness  in  that  month. 

Paragraph  (3)  (A)  defines  the  term  “last  month  of  such  taxable 
year”  as  the  last  calendar  month  of  the  taxable  year  to  which  the 
charging  of  net  earnings  from  self-employment  in  excess  of  the  exempt 
amount  is  not  prohibited  under  paragraph  (2).  An  application  of  the 
function  of  paragraph  (3)  (A)  is  shown  by  the  following  example: 
John,  who  attained  18  years  of  age  in  July  1960,  was  entitled  to  child’s 
insurance  benefits  for  the  months  of  January  through  June  of  that 
year.  In  May  he  started  a  radio  repair  business  and  from  May 
through  December  he  had  net  earnings  of  $900.  In  applying  para¬ 
graph  (2)  each  month  of  the  entire  year  would  be  charged  with  $50 
of  the  net  earnings  and  the  excess  of  $300  would  be  charged  as  follows: 
$50  to  June,  and  $50  to  May.  The  month  of  June  is  considered  as 
the  last  month  of  the  taxable  year,  for  the  purposes  of  paragraph  (2), 
since  John  was  not  entitled  to  child’s  insurance  benefits  for  months 
after  June.  No  part  of  the  $300  excess  would  be  charged  to  months 
prior  to  May  since  John  was  not  engaged  in  self-employment  for  any 
month  prior  to  May.  Paragraph  (3)  (B)  provides  that  for  the  pur¬ 
poses  of  determining  whether  a  month  was  one  in  which  an  individual 
did  not  engage  in  self-employment  within  the  meaning  of  clause  (D) 
of  paragraph  (2),  an  individual  will  be  presumed  to  have  engaged  in 
self-employment  in  any  month  until  it  is  shown  to  the  satisfaction  of 
the  Administrator  that  the  individual  rendered  no  substantial  services 
in  such  month  with  respect  to  any  trade  or  business  the  net  income  or 
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loss  of  which  is  includible  in  computing  his  net  earnings  from  self- 
employment  for  any  taxable  year. 

Paragraph  (3)  (B)  authorizes  the  Administrator  to  prescribe,  by 
regulation,  the  methods  and  criteria  for  determining  whether  or  not  an 
individual  has  rendered  substantial  services  with  respect  to  any  trade 
or  business.  Such  provision  is  made  because  there  is  no  single  rule 
under  which  the  determination  of  whether  or  not  a  beneficiary  has 
rendered  substantial  services  in  self-employment  can  be  made.  The 
determinations  are  to  be  based  on  the  facts  in  each  particular  case, 
consideration  being  given  to  the  particular  factors  applicable  to  the 
trade  or  business  of  the  individual.  Exemplary  of  the  factors  to  be 
considered  are :  The  presence  or  absence  of  a  paid  manager,  a  partner, 
or  a  family  member  who  manages  the  business;  the  amount  of  time 
devoted  to  the  business;  the  nature  of  the  services  rendered  by  the 
beneficiary;  the  type  of  business  establishment  ;  the  seasonal  nature  of 
the  business;  the  relationship  of  the  activity  performed  prior  to  the 
period  of  “retirement”  with  that  performed  subsequent  to  retire¬ 
ment;  and  the  amount  of  capital  invested  by  the  beneficiary  in  the 
business. 

The  following  examples  will  illustrate  the  intent  of  your  committee 
with  respect  to  the  application  of  paragraph  (3)  (B). 

Example  1 

Jones  became  entitled  to  benefits  on  the  basis  of  wages  earned  in 
covered  employment.  Since  becoming  a  beneficiary,  Jones  rents  a 
truck  and  sells  frozen  confections  from  June  through  August  each 
year.  Throughout  the  rest  of  each  year,  Jones  does  not  work.  As  a 
result  of  his  summer  work,  he  reports  net  earnings  from  self-employ¬ 
ment  of  $850  which  without  the  application  of  paragraph  (3)  (B) 
would  result  in  5  months’  deductions.  Jones  should  suffer  deductions 
only  for  the  months  of  June,  July,  and  August. 

Example  2 

Smith  operated  a  retail  grocery  store  and  became  entitled  to  benefits 
on  the  basis  of  his  earnings  from  that  store  through  the  years.  Upon 
reaching  retirement  age,  he  turned  over  the  management  of  the  store 
to  his  son,  although  Smith  retained  ownership  of  the  store.  Smith 
received  the  net  earnings  from  the  store,  which  were  more,  each  year, 
than  $600.  While  his  son  carried  on  the  management  of  the  business, 
he  did  find  it  necessary  on  some  occasions,  to  discuss  the  business  with 
his  father.  Because  the  income  from  the  store  did  not  warrant  the 
hiring  of  paid  labor,  Smith  did  relieve  his  son  in  the  store  during  the 
latter’s  lunch  hour.  It  is  clear,  on  the  basis  of  these  facts,  that  Smith 
renders  no  substantial  services  in  any  month  with  respect  to  self- 
employment. 

Example  8 

Wliite  became  insured  on  the  basis  of  net  earnings  from  self- 
employment  derived  from  sales  of  heating  fuel  and  from  the  servicing 
of  oil  burners.  Upon  becoming  entitled  to  benefits  in  December  1960, 
Wkite  turned  over  the  business  to  his  son,  retaining  ownership,  under 
an  agreement  that  he  would  receive  a  third  of  the  net  earnings.  He 
would  not  spend  any  time  in  the  business  except  to  help  service  burners 
if  calls  were  excessive  during  the  height  of  the  winter  months.  During 
November  and  December  of  1961  he  spent  about  5  hours  a  day  servic- 
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ing  burners.  Also  in  April  of  that  year,  while  his  son  was  ill,  he  had 
spent  some  80  hours  in  servicing  burners  and  selling  fuel  oil.  His 
share  of  net  earnings  for  the  year  was  $1,700.  White  should  suffer 
deductions  for  the  months  of  April,  November,  and  December,  1961, 
but  he  is  entitled  to  benefits  for  the  other  months  in  the  year. 

Penalty  for  failure  to  report  certain  events 

Section  203  (f)  continues  the  present  provision  requiring  the  re¬ 
porting  of  any  event  which  causes  a  deduction  from  benefits.  As  at 
present,  the  penalty  for  failure  to  report  such  event,  when  the  indi¬ 
vidual  has  knowledge  of  the  event  and  of  his  obligation  to  report  it, 
is  an  additional  deduction  of  1  month’s  benefit  for  each  month  for 
which  deductions  are  required  because  of  the  occurrence  of  the  deduc¬ 
tion  event.  For  the  first  failure  to  report,  however,  only  one  penalty 
deduction  is  to  be  imposed  even  though  the  failure  to  report  is  with 
respect  to  more  than  1  month. 

Because  different  treatment  is  accorded  net  earnings  from  self- 
employment,  the  requirement  for  reporting  such  earnings  is  treated 
separately  in  section  203  (g). 

Report  to  Administrator  of  net  earnings  from  self-employment 

Section  203  (g)  describes  the  circumstances  under  which  bene¬ 
ficiaries  with  net  earnings  from  self-employment  are  required  to  file 
reports  with  the  Federal  Security  Administrator.  Paragraph  (1) 
provides  that  if  an  individual  entitled  to  any  benefits  under  section 

202  has  net  earnings  from  self-employment  in  excess  of  the  product  of 
$50  times  the  number  of  months  in  his  taxable  year,  he  is  to  file  a 
report  within  2%  months  after  the  close  of  his  taxable  year.  In  the 
report  the  beneficiary  is  to  include  the  amount  of  his  net  earnings 
from  self-employment  and  such  other  information  as  the  Administrator 
may  by  regulation  require.  The  paragraph  further  provides  that 
such  reports  are  not  required  for  any  taxable  year  during  all  of  which 
the  individual  was  75  years  of  age  or  over. 

Paragraph  (2)  provides  that  where  an  individual  fails  to  report 
within  the  time  prescribed  and  any  deduction  is  imposed  under  section 

203  (b)  (2)  (which  relates  to  the  charging  of  a  month  with  net  earnings 
from  self-employment  of  more  than  $50)  one  additional  deduction, 
equal  in  amount  to  a  monthly  benefit,  would  be  imposed  as  a  penalty 
if  the  report  is  no  more  than  1)4  months  late.  An  additional  penal tj7’ 
deduction  would  be  imposed  for  each  subsequent  calendar  month  or 
fraction  of  calendar  month  during  which  the  failure  to  report  con¬ 
tinues.  The  paragraph  provides,  however,  that  the  number  of 
penalty  deductions  may  not  exceed  the  number  of  benefit  payments 
under  section  202,  which  the  individual  received  and  accepted  during 
the  taxable  year  and  for  which  deductions  are  imposed  under  section 
203  (b)(2).  The  paragraph  also  provides  that  for  the  first  failure  to 
file  a  timely  report,  no  more  than  one  penalty  deduction  may  be 
imposed  regardless  of  the  length  of  the  period  between  the  due  date 
of  the  report  and  its  actual  filing. 

Paragraph  (3)  authorizes  the  Administrator  to  make  current  sus¬ 
pensions  from  benefits  to  which  an  individual  is  entitled  under  section 
202,  when  there  is  reason  to  believe  that,  after  the  report  of  net  earn¬ 
ings  from  self-employment  for  the  taxable  year  is  available,  deductions 
will  be  imposed  under  section  203  (b)  (2)  by  reason  of  the  individual’s 
net  earnings  from  self-employment  for  the  taxable  year.  The  sus- 
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pensions  so  made  are  in  the  nature  of  temporary  deductions.  After 
the  report  for  the  year  becomes  available  and  the  deductions  to  be 
imposed  are  finally  established,  any  necessary  adjustment  for  the 
difference  between  the  current  suspensions  and  the  deductions  im¬ 
posed  by  section  203  (b)  would  then  be  made.  The  purpose  of  this 
provision  is  to  assure  that,  to  the  extent  possible,  an  individual’s  loss 
of  benefits  as  a  result  of  his  engaging  in  self-employment  occurs  at  the 
same  time  as  he  is  receiving  his  earnings  from  self-employment,  and 
to  prevent  the  loss  of  benefits  from  occurring  at  a  time  when  the 
individual  may  no  longer  be  receiving  earnings  from  self-employment. 

In  order  to  carry  out  the  provisions  of  this  paragraph,  the  Adminis¬ 
trator  is  authorized  to  request,  before  the  end  of  the  individual’s 
taxable  year,  a  declaration  of  the  individual’s  estimated  net  earnings 
from  self-employment  for  the  taxable  year  and  other  pertinent  infor¬ 
mation  with  respect  to  his  net  earnings  from  self-employment.  The 
paragraph  further  provides  that  any  failure  by  an  individual  to  com¬ 
ply  with  such  a  request  is,  in  itself,  justification  for  a  determination 
by  the  Administrator  that  it  may  reasonably  be  expected  that  the 
individual  will  suffer  deductions  imposed  under  i  ection  203  (b)  (2) 
by  reason  of  his  net  earnings  from  self-employment  for  such  year. 

Deductions  with  respect  to  certain  lump-sum  payments 

Section  203  (h)  continues  the  provision  of  the  present  law  which 
requires  that  the  amount  of  any  lump  sum  paid  under  section  204  of 
the  original  Social  Security  Act  shall  be  deducted  from  any  benefits 
payable  on  that  individual’s  wage  record. 

Attainment  oj  age  75 

Section  203  (i)  provides  that  for  the  purposes  of  section  203  an 
individual  shall  be  considered  as  75  years  of  age  during  the  entire 
calendar  month  in  which  he  attains  such  age. 

Effective  date 

Section  103  (b)  provides  that  all  of  the  changes  made  by  section 
103  (a)  of  the  bill  are  to  be  effective  January  1,  1950. 

Definitions  and  Computations 

Section  104  (a)  of  the  bill  strikes  out  section  209  of  the  Social 
Security  Act  and  inserts  eight  new  sections  (209-216)  each  of  which  is 
explained  below.  Section  104  (b)  of  the  bill  provides  for  the  effective 
date  of  the  amendment  made  by  subsection  (a)  and  is  explained  below 
at  the  end  of  the  explanation  of  the  new  section  216. 

definition  of  wages 

Section  209  of  the  Social  Security  Act  as  amended  by  the  bill  defines 
the  term  “wages.” 

Under  existing  law  (section  209  (a))  the  term  “wages”  means  all 
remuneration  for  employment,  including  the  cash  value  of  all  remu¬ 
neration  paid  in  any  medium  other  than  cash,  with  certain  specific 
exceptions.  The  bill  does  not  change  existing  law  with  respect  to 
remuneration  paid  prior  to  1950.  In  the  case  of  remuneration  paid 
after  1949  the  bill  changes  existing  law  as  explained  in  the  following 
paragraphs. 
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Section  209  (a)  of  the  Social  Security  Act  as  amended  by  the  bill 
increases  the  $3,000  limitation  contained  in  section  209  (a)  (1)  of 
existing  law  to  $3,600,  and  adds  thereto  an  amendment  which  pro¬ 
vides  that  remuneration  specifically  excepted  from  wages,  under  other 
paragraphs  of  section  209  (a),  shall  be  disregarded  in  computing  the 
amount  of  remuneration  with  respect  to  employment  which  consti¬ 
tutes  wages.  Thus,  if  during  a  calendar  year  an  employee  receives 
remuneration  from  his  employer  on  account  of  medical  or  hospitaliza¬ 
tion  expenses  in  connection  with  sickness  or  accident  disability,  and 
if  such  remuneration  is  excluded  from  the  definition  of  wages  under 
the  provisions  of  section  209  (b)  or  (d)  (as  amended  by  the  bill), 
such  remuneration  paid  to  the  employee  will  not  be  taken  into  account 
in  applying  the  $3,600  limitation. 

Under  existing  law  the  $3,000  limitation  applies  to  all  remuneration 
for  employment  received  from  all  employers.  Under  209  (a)  as 
amended  by  the  bill  the  $3,600  limitation  applies  to  the  remuneration 
paid  to  an  employee  by  each  of  his  employers  (but  in  computing  aver¬ 
age  monthly  wage,  not  more  than  $3,600  total  of  wages  and  self- 
employment  income  for  any  calandar  year  may  be  counted)  and,  for 
the  purpose  of  determining  whether  an  employer  has  paid  remunera¬ 
tion  of  $3,600  to  an  employee  during  the  calendar  year,  any  remunera¬ 
tion  paid  (or  considered  under  sec.  209  (a)  as  having  been  paid)  to 
such  employee  by  a  predecessor  is  considered  as  having  been  paid  by 
such  employer.  These  provisions  are  identical  with  those  in  section 
1426  (a)  (1)  of  the  Internal  Revenue  Code  as  amended  by  section  204 
of  the  bill.  They  are  included  in  title  II  of  the  Social  Security  Act 
because  under  section  205  (o)  of  the  Social  Security  Act,  as  amended 
by  section  109  (c)  of  the  bill,  an  employee  of  a  nonprofit  institution 
which  does  not  waive  its  tax  exemption  under  section  1410  of  the  In¬ 
ternal  Revenue  Code  will  receive  credit  for  only  one-half  of  his  re¬ 
muneration.  By  making  the  $3,600  limitation  applicable  with  respect 
to  remuneration  paid  by  each  employer  during  a  calendar  year  an 
individual  who  is  employed  by  a  nonprofit  institution  and  by  another 
employer  during  the  calendar  year  will  be  able  to  obtain  wage  credits 
up  to  the  $3,600  maximum  which  may  be  used  for  purposes  of  com¬ 
puting  an  individual’s  average  monthly  wage.  However,  if  a  non¬ 
profit  institution  acquires  all  the  property  of  another  such  institution 
and  retains  the  services  of  an  employee  of  the  predecessor,  remunera¬ 
tion  paid  to  such  employee  by  the  predecessor  in  the  year  of  acquisi¬ 
tion  (and  prior  to  such  acquisition)  will  be  attributed  to  the  successor 
for  the  purposes  of  the  $3,600  limitation.  A  detailed  discussion  of  the 
predecessor  rule  appears  in  the  explanation  in  this  report  of  the 
amendment  to  section  1426  (a)  (1)  of  the  Internal  Revenue  Code 
made  by  section  204  (a)  of  the  bill. 

Section  209  (b),  as  amended  by  the  bill,  retains  the  provisions  of 
existing  section  209  (a)  (4)  which  excludes  from  the  term  “wages”  the 
amount  of  any  payment  made  to,  or  on  behalf  of,  an  employee  under 
a  plan  or  system  established  by  an  employer  which  makes  provision 
for  his  employees  generally  or  for  a  class  or  classes  of  his  employees 
(including  any  amount  paid  by  an  employer  for  insurance  or  annuities, 
or  into  a  fund,  to  provide  for  any  such  payment),  on  account  of  (1) 
an  employee’s  retirement,  or  (2)  an  employee’s  sickness  or  accident 
disability,  or  (3)  medical  or  hospitalization  expenses  in  connection 
with  sickness  or  accident  disability  of  an  employee,  or  (4)  the  death  of 
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an  employee.  Under  present  law,  payments  made  under  a  plan  or 
system  providing  for  death  benefits  are  not  excluded  from  wages  if  the 
employee  has  certain  options  or  rights,  such  as  the  option  to  receive, 
instead  of  the  provision  for  such  death  benefit,  any  part  of  such  pay¬ 
ment  made  by  the  employer,  or  the  right  to  assign  the  death  benefit  or 
to  receive  a  cash  consideration  in  lieu  thereof.  The  amendment  re¬ 
moves  such  conditions  imposed  under  existing  law  with  respect  to 
payments  providing  for  death  benefits.  Section  209  (b)  excludes 
from  wages  only  those  payments  which  are  made  for  one  or  more  of 
its  stated  purposes. 

Section  209  (c)  as  amended  by  the  bill  excludes  from  wages  any 
payment  made  to  an  employee  (including  any  amount  paid  by  an 
employer  for  insurance  or  annuities,  or  into  a  fund,  to  provide  for  any 
such  payment)  on  account  of  retirement,  irrespective  of  whether  such 
payment  is  made  pursuant  to  a  plan  or  system  such  as  is  contemplated 
under  section  209  (b). 

Section  209  (d)  as  amended  by  the  bill  excludes  from  wages  any 
payment  on  account  of  sickness  or  accident  disability,  or  medical  or 
hospitalization  expenses  in  connection  with  sickness  or  accident  dis¬ 
ability,  made  by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last  calendar  month 
in  which  the  employee  worked  for  such  employer.  This  provision 
of  law  will  have  application  in  any  instance  where  the  payment  is  not 
made  pursuant  to  a  plan  or  system  and  therefore  is  not  excepted  from 
wages  by  section  209  (b).  In  order  for  a  payment  to  be  excepted 
under  this  provision,  the  payment  made  by  the  employer  to,  or  on 
behalf  of,  the  employee  must  be  made  by  reason  of  the  employee’s 
sickness  or  accident  disability  or  by  reason  of  medical  or  hospitaliza¬ 
tion  expenses  in  connection  with  such  employee’s  sickness  or  accident 
disability  and  there  must  have  elapsed  immediately  prior  to  the  calen¬ 
dar  month  in  which  the  payment  is  made  at  least  six  consecutive  calen¬ 
dar  months  during  which  the  employee  did  no  work  for  the  employer. 

Section  209  (e)  as  amended  by  the  bill  contains  an  additional  exclu¬ 
sion  from  the  term  “wages”  with  respect  to  certain  payments  from 
or  into  a  trust  exempt  from  tax  under  section  165  (a)  of  the  Internal 
Revenue  Code  or  under  or  to  an  annuity  plan  which  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5),  and  (6)  of  such  code.  Under 
this  paragraph  a  payment  made  by  an  employer  into  a  trust  or  annuity 
plan  is  excepted  from  wages  at  the  time  of  such  payment,  if  the  trust 
is  exempt  from  tax  under  section  165  (a)  of  such  code  or  the  annuity 
plan  meets  the  requirements  of  section  165  (a)  (3),  (4),  (5),  and  (6) 
of  such  code  at  the  time  the  payment  is  made  thereto.  A  payment 
to,  or  on  behalf  of,  an  employee  from  a  trust  or  under  an  annuity 
plan  is  also  excepted  from  wages  under  this  paragraph  if  at  the  time 
of  the  payment  to,  or  on  behalf  of,  the  employee,  the  trust  is  exempt 
from  tax  under  section  165  (a)  or  the  annuity  plan  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5),  and  (6).  However,  a  payment 
made  to  an  employee  of  an  exempt  trust  as  remuneration  for  services 
rendered  as  such  employee  and  not  as  a  beneficiary  of  the  trust  is  not  . 
within  the  exclusion. 

Section  209  (f)  as  amended  by  the  bill  continues  without  change 
the  existing  exclusion  from  wages  (sec.  209  (a)  (5)  of  existing  law)  of 
payments  by  an  employer  (without  deduction  from  the  remuneration 
of,  or  other  reimbursement  from,  the  employee)  of  the  employees’  tax 
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imposed  by  section  1400  of  the  Internal  Revenue  Code  and  employee 
contributions  under  State  unemployment-compensation  laws. 

Subsections  (g)  and  (h)  of  the  amended  section  209  contain  addi¬ 
tional  exclusions  from  the  term  “wages.”  Subsection  (g)  excludes  any 
payment  of  remuneration  made  in  any  medium  other  than  cash  (as, 
for  example,  lodging,  food,  clothing,  or  car  tokens  or  weekly  transpor¬ 
tation  passes)  to  an  employee  for  services  not  in  the  course  of  the 
employer’s  trade  or  business  (including  domestic  service  in  a  private 
home  of  the  employer).  The  additional  exclusion  provided  by  sub¬ 
section  (h)  eliminates  from  the  term  “wages”  the  remuneration  (other 
than  vacation  or  sick  pay)  of  a  stand-by  employee  who  has  attained 
age  65  and  whose  employment  relationship  has  not  terminated,  if  the 
employee  does  no  work  for  the  employer  in  the  period  for  which  such 
remuneration  is  paid. 

Section  209  as  amended  by  the  bill  contains  no  provision  compar¬ 
able  to  section  209  (a)  (6)  of  existing  law  which  excludes  from  the 
term  “wages”  dismissal  payments  which  the  employer  is  not  legally 
required  to  make.  Therefore,  a  dismissal  payment,  which  is  any  pay¬ 
ment  made  by  an  employer  on  account  of  involuntary  separation  of 
the  employee  from  the  service  of  the  employer,  will  constitute  wages 
subject,  of  course,  to  the  $3,600  limitation,  irrespective  of  whether 
the  employer  is,  or  is  not,  legally  required  to  make)such  payment. 

Section  209  as  amended  by  the  bill jexpressly  includes  as  remuner¬ 
ation  paid  to  an  employee  by  his  employer  cash  tips  or  other  cash 
remuneration  customarily  received  by  an  employee  in  the  course  of 
his  employment  from  persons  other  than  the  person  employing  him; 
except  that,  in  the  case  of  cash  tips,  only  so  much  of  the  amount  thereof 
received  during  any  calendar  quarter  as  the  employee,  before  the  ex¬ 
piration  of  10  days  after  the  close  of  such  quarter,  reports  in  writing 
to  his  employer  as  having  been  received  by  him  in  such  quarter  is 
considered  as  remuneration  paid  by  his  employer,  and  payment  of  the 
amount  so  reported  is  considered  as  having  been  made  to  the  employee 
on  the  date  on  which  such  report  is  made  to  the  employer.  The  deter¬ 
mination  of  whether  cash  tips  or  other  cash  remuneration  is  customar¬ 
ily  received  by  an  employee  will  depend,  not  on  the  identity  of  the 
employee,  but  in  a  large  part,  on  whether  the  service  is  of  such  a  nature 
and  is  rendered  under  such  circumstances  and  in  such  place  or  business 
establishment  as  makes  the  receipt  of  such  payment  by  the  individual 
performing  the  services  not  unusual.  If  a  restaurant,  hotel,  or  other 
establishment  includes  a  specified  amount  in  the  bill  presented  to  the 
customer  or  patron  as  a  charge  in  lieu  of  tipping,  the  amount  thereof 
collected  by  the  employer  and  turned  over  to  the  employee  is  remuner¬ 
ation  to  the  employee  at  the  time  paid  by  the  employer  and  will  not 
be  treated,  under  the  amendment,  as  a  tip  which  constitutes  remuner¬ 
ation  only  when  reported  to  the  employer  by  the  employee.  An  ex¬ 
ample  of  an  employee  receiving  “other  cash  remuneration”  (i.  e.,  other 
than  tips)  is  found  in  the  case  of  an  individual  having  the  status  of  an 
employee  who  pays  for  merchandise  obtained  from  his  employer  for 
.  resale  and  retains  the  total  amount  for  which  such  merchandise  is 
sold. 
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DEFINITIONS  RELATING  TO  EMPLOYMENT 

Section  210  of  the  Social  Security  Act,  as  amended  by  section  104  (a) 
of  the  bill,  defines  the  terms  “employment,”  “included  and  excluded 
service,”  “American  vessel,”  “American  aircraft,”  “American  em¬ 
ployer,”  “agricultural  labor,”  “farm,”  “State,”  “United  States,” 
“citizen  of  Puerto  Rico,”  and  “employee.” 

Definition  of  employment 

Section  210  (a)  of  the  Social  Security  Act,  as  amended  by  the  bill, 
defines  the  term  “employment.”  (Section  209  (b)  of  existing  law 
provides  the  definition  of  employment.) 

Under  the  amendment  the  term  “employment”  is  defined  to  mean 
any  service  performed  after  December  31,  1936,  and  prior  to  January 
1,  1950,  which  constituted  employment  under  the  law  applicable  to 
the  period  in  which  such  service  was  performed;  and  also  to  mean 
(1)  any  service  performed  after  December  31,  1949,  by  an  employee 
for  the  person  employing  him,  irrespective  of  the  citizenship  or  resi¬ 
dence  of  either,  (A)  within  the  United  States,  or  (B)  on  or  in  con¬ 
nection  with  an  American  vessel  or  American  aircraft  under  a  contract 
of  service  entered  into  within  the  United  States  or  during  the  per¬ 
formance  of  which  the  vessel  or  aircraft  touches  at  a  port  in  the  United 
States  (including  an  airport,  in  the  case  of  an  aircraft),  if  the  employee 
is  employed  on  and  in  connection  with  the  vessel  or  aircraft  when  out¬ 
side  the  United  States,  and  (2)  any  service  performed  outside  the 
United  States  after  December  31,  1949,  by  a  citizen  of  the  United 
States  as  an  employee  of  an  American  employer  (as  defined  in 
sec.  210  (e)). 

That  portion  of  section  209  (b)  (of  existing  law)  which  precedes 
the  numbered  paragraphs  (these  contain  the  exclusions  from  the 
term  “employment”)  is  changed  substantively  in  only  two  respects. 
First,  the  definition  would  be  extended  to  include  service  on  or  in 
connection  with  an  American  aircraft  to  the  same  extent  as  service, 
already  included  in  the  definition,  on  or  in  connection  with  an  Ameri¬ 
can  vessel.  Second,  the  definition  would  be  extended  to  include 
service  performed  outside  the  United  States  by  a  citizen  of  the  United 
States  as  an  employee  of  an  American  employer  (the  definition  of 
the  term  “American  employer”  is  discussed  below  in  the  explanation 
of  sec.  210  (e)).  Under  existing  law,  the  citizenship  or  residence  of 
the  employer  or  the  employee  has  no  effect  upon  the  determination 
of  whether  or  not  service  constitutes  employment.  Under  the  amend¬ 
ment  this  is  true  with  respect  to  service  performed  either  within  the 
United  States  or  on  or  in  connection  with  an  American  vessel  or 
American  aircraft,  but  in  the  case  of  service  performed  outside  the 
United  States,  other  than  on  or  in  connection  with  an  American 
vessel  or  aircraft,  only  service  (which  otherwise  constitutes  employ¬ 
ment)  performed  by  a  citizen  of  the  United  States  for  an  American 
employer  is  covered. 

The  definition  of  the  term  “employment”  under  the  amendment,  as 
applied  to  service  performed  prior  to  January  1,  1950,  is  subject  to 
the  pertinent  exceptions  under  the  law  applicable  to  the  period  in 
which  the  service  was  performed.  The  definition  applicable  to  serv¬ 
ice  performed  on  and  after  that  date  continues  unchanged  some  of 


72 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949 


the  exceptions  contained  in  the  present  law,  omits  or  revises  others, 
and  adds  certain  additional  ones. 

Paragraph  (1)  of  section  210  (a)  continues  the  existing  exclusion  of 
agricultural  labor  from  the  term  “employment,”  but  the  definition  of 
the  term  “agricultural  labor”  is  amended  by  the  bill.  The  amend¬ 
ment  of  the  definition  of  “agricultural  labor”  is  discussed  in  the 
explanation  of  section  210  (f)  of  the  Social  Security  Act. 

Paragraphs  (2)  and  (3)  of  section  210  (a)  take  the  place  of  the 
exclusions  set  forth  in  paragraphs  (2)  and  (3)  of  section  209  (b)  of  exist¬ 
ing  law.  The  existing  paragraph  (2)  excludes  from  employment 
domestic  service  in  a  private  home,  local  college  club,  or  local  chapter 
of  a  college  fraternity  or  sorority;  and  the  existing  paragraph  (3)  ex¬ 
cludes  from  employment  casual  labor  not  in  the  course  of  the  employ¬ 
er’s  trade  or  business.  Subparagraph  (A)  of  the  new  paragraph  (2) 
excludes  from  employment  services  not  in  the  course  of  the  employer’s 
trade  or  business  (including  domestic  service  in  a  private  home  of  the 
employer)  performed  on  a  farm  (as  defined  in  sec.  210  (g))  which  is 
operated  for  profit.  Generally,  a  farm  is  not  operated  for  profit  if  it 
is  occupied  primarily  for  residential  purposes,  or  is  used  primarily  for 
the  pleasure  of  the  occupant  or  his  family  such  as  for  the  entertain¬ 
ment  of  guests  or  as  a  hobby  of  the  occupant  or  his  family. 

Subparagraph  (B)  of  the  new  paragraph  (2)  excludes  from  employ¬ 
ment  domestic  service  performed  in  a  local  college  club,  or  local 
chapter  of  a  college  fraternity  or  sorority,  by  a  student  who  is  enrolled 
and  is  regularly  attending  classes  at  a  school,  college,  or  university. 
The  new  paragraph  (3)  excludes  from  employment  service  not  in  the 
course  of  the  employer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer  (performed  in  any  calendar  quarter 
by  an  employee,  but  only  if  the  cash  remuneration  paid  to  an  individ¬ 
ual  for  such  service  is  less  than  $25  or  such  service  is  performed  by  an 
individual  who  is  not  regularly  employed  by  the  employer  to  perform 
such  service.  The  amendment  substitutes  a  cash  and  regularity-of- 
employment  test  for  the  test  set  forth  in  existing  law  governing  casual 
labor.  The  cash  test  refers  to  the  cash  paid  for  services  performed 
during  a  calendar  quarter,  regardless  of  when  paid.  Paragraph  (3) 
provides  that  an  individual  shall  be  deemed,  for  the  purposes  of  such 
paragraph,  to  be  regularly  employed  by  an  employer  during  a  calen¬ 
dar  quarter  only  if  (1)  such  individual  performs  for  such  employer 
service  of  the  prescribed  character  during  some  portion  of  at  least 
26  days  during  the  calendar  quarter,  or  (2)  such  individual  was 
regularly  employed  (determined  in  accordance  with  the  test  here¬ 
inbefore  referred  to  in  this  sentence)  by  such  employer  in  the  per¬ 
formance  of  service  of  the  prescribed  character  during  the  preceding 
calendar  quarter.  As  used  in  paragraph  (3),  the  term  “cash  remu¬ 
neration”  includes  checks  and  other  monetary  media  of  exchange. 

Paragraph  (4)  continues  without  change  the  present  family  em¬ 
ployment  exclusion. 

Paragraph  (5)  continues  without  change  the  present  exclusion 
of  service  performed  on  or  in  connection  with  a  vessel  not  an  American 
vessel,  but  extends  the  exclusion  to  service  performed  by  an  individual 
on  or  in  connection  with  an  aircraft  not  an  American  aircraft,  if  such 
individual  is  employed  on  and  in  connection  with  such  aircraft  when 
it  is  outside  the  United  States. 
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Paragraphs  (6)  and  (7)  supersede  paragraph  (6)  of  existing  law. 
The  existing  paragraph  excludes  from  employment  service  in  the  em¬ 
ploy  (1)  of  the  United  States  or  (2)  of  an  instrumentality  of  the  United 
States  which  is  either  wholly  owned  by  the  United  States  or  exempt 
from  the  employers’  tax  imposed  by  section  1410  of  the  Internal 
Revenue  Code  by  virtue  of  any  other  provision  of  law.  The  effect  of 
the  new  paragraphs  (6)  and  (7)  is  to  include  as  employment  a  portion 
of  the  Federal  services  excluded  from  employment  under  existing  law. 

The  new  paragraph  (6)  excludes  from  employment  service  performed 
in  the  employ  of  any  instrumentality  of  the  United  States,  if  such  instru¬ 
mentality  is  exempt  from  the  employers’  tax  imposed  by  section  1410 
of  the  Internal  Revenue  Code  by  virtue  of  any  other  provision  of  law 
which  specifically  refers  to  section  1410  of  such  code  in  granting  the 
exemption  from  the  tax  imposed  by  such  section.  (In  connection 
with  par.  (6),  see  the  explanation  of  sec.  1413  of  the  Internal  Revenue 
Code,  added  by  sec.  203  (a)  of  the  bill.) 

The  new  paragraph  (7)  excludes  from  employment  service  per¬ 
formed  in  the  employ  of  the  United  States  Government,  or  in  the 
employ  of  any  instrumentality  of  the  United  States  which  is  partly 
or  wholly  owned  by  the  United  States,  but  only  if  (1)  such  service  is 
covered  by  a  retirement  system,  established  by  a  law  of  the  United 
States,  for  employees  of  the  United  States  or  of  such  instrumentality, 
or  (2)  the  service  is  of  the  character  described  in  any  one  of  a  list  of 
13  special  classes  of  excepted  services.  Determinations  as  to  whether 
the  particular  service  is  covered  by  a  retirement  system  of  the  req¬ 
uisite  character  are  to  be  made  on  the  basis  of  whether  such  service 
is  covered  under  a  law  enacted  by  the  Congress  of  the  United  States 
which  specifically  provides  for  the  establishment  of  such  retirement 
system. 

The  special  classes  of  excepted  Federal  services  (in  addition  to 
services  covered  under  a  federally  established  retirement  system)  are 
as  follows: 

(A)  Service  performed  by  the  President  or  Vice  President  of  the 
United  States  or  by  a  Member  of  the  Congress  of  the  United  States,  a 
Delegate  to  the  Congress,  or  a  Resident  Commissioner  to  the  United 
States; 

(B)  Service  performed  in  the  legislative  branch  of  the  United  States 
Government  (service  in  the  judicial  branch  of  the  U.  S.  Government  is 
excluded  from  employment  under  paragraph  (7)  by  reason  of  the  fact 
that  all  service  performed  in  such  branch  is  covered  by  a  retirement 
system  established  by  congressional  enactment) ; 

(C)  Service  performed  in  the  field  service  of  the  Post  Office  Depart¬ 
ment; 

(D)  Service  performed  in  or  under  the  Bureau  of  the  Census  of  the 
Department  of  Commerce  by  temporary  employees  employed  for  the 
actual  taking  of  any  census  (exclusive  of  clerical  or  other  employees 
employed  for  work  other  than  in  the  actual  taking  of  the  census); 

(E)  Service  performed  by  an  employee  who  is  excluded  by  Executive 
order  from  the  operation  of  the  Civil  Service  Retirement  Act  of  May 
29,  1930,  because  of  payment  on  a  contract  or  fee  basis; 

(F)  Service  performed  by  an  employee  for  nominal  compensation  of 
$12  ©r  less  per  annum; 

(G)  Service  performed  in  a  hospital,  home,  or  other  institution  of 
the  United  States  by  a  patient  or  inmate  thereof; 
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(H)  Service  performed  by  an  employee  who  is  excluded  by  Executive 
order  from  the  operation  of  the  Civil  Service  Retirement  Act  of  May 
29,  1930,  because  such  employee  is  serving  under  a  temporary  appoint¬ 
ment  pending  final  determination  of  eligibility  for  permanent  or  in¬ 
definite  appointment; 

(I)  Service  performed  by  a  consular  agent  appointed  under  the 
authority  of  section  551  of  the  Foreign  Service  Act  of  1946; 

(J)  Service  performed  by  student  nurses,  medical  or  dental  interns, 
residents-in-training,  student  dietitians,  student  physical  therapists, 
or  student  occupational  therapists,  assigned  or  attached  to  a  hospital, 
clinic,  or  medical  or  dental  laboratory  operated  by  any  department, 
agency,  or  instrumentality  of  the  Federal  Government,  or  by  certain 
other  student  employees  described  in  section  2  of  the  act  of  August  4, 
1947; 

(K)  Service  performed  in  the  employ  of  the  Tennessee  Valley  Au¬ 
thority  in  a  position  which  is  covered  by  a  retirement  system  estab¬ 
lished  by  such  Authority ; 

(L)  Service  performed  by  an  employee  serving  on  a  temporary  basis 
in  case  of  fire,  storm,  earthquake,  flood,  or  other  emergency;  or 

(M)  Service  performed  by  an  employee  who  is  employed  under  a 
Federal  relief  program  to  relieve  him  from  unemployment. 

The  new  paragraphs  (6)  and  (7)  have  the  effect  of  extending  cover¬ 
age  to  Federal  service  (including  service  in  the  employ  of  instrumental¬ 
ities  of  the  United  States)  not  covered  under  a  Federal  retirement 
system  and  not  included  in  one  of  the  special  classes  listed  above  in 
paragraphs  (A)  to  (M),  inclusive.  Service  performed  by  most  civilian 
and  all  military  personnel  of  the  United  States  will  be  excluded  from 
employment  since  such  services  are  covered  by  a  retirement  system 
established  by  a  law  of  the  United  States.  On  the  other  hand,  service 
(which  otherwise  constitutes  employment)  in  the  employ  of  some 
instrumentalities  of  the  United  States,  such  as  Federal  credit  unions, 
Federal  home  loan  banks,  Federal  Reserve  banks,  National  Farm 
loan  associations,  and  production  credit  associations,  will  be  covered 
employment  under  the  amendments  made  by  the  bill. 

Paragraph  (8)  of  section  210  (a)  supersedes  the  existing  exclusion 
from  employment  of  service  performed  for  State  governments,  their 
political  subdivisions,  and  certain  of  their  instrumentalities.  The  new 
paragraph  (8)  is  divided  into  subparagraphs  (A)  and  (B). 

Subparagraph  (A)  of  the  new  paragraph  (8)  excludes  from  employ¬ 
ment  service  (other  than  service  included  under  a  State  compact 
provided  for  in  section  218  and  other  than  service  to  which  sub- 
paragraph  (B)  is  applicable,  that  is,  certain  service  performed  in  the 
employ  of  a  political  subdivision  of  a  State  in  connection  with  the 
operation  of  a  public  transportation  system)  performed  in  the  employ 
of  a  State  or  any  political  subdivision  thereof,  or  any  instrumentality 
of  any  one  or  more  of  the  foregoing  which  is  wholly  owned  by  one  or 
more  States  or  political  subdivisions. 

Subparagraph  (B)  of  the  new  paragraph  (8)  excludes  from  employ¬ 
ment  service  (other  than  service  included  under  a  State  compact 
provided  for  under  sec.  218)  performed  in  the  employ  of  any  political 
subdivision  of  the  State  (including  an  instrumentality  of  one  or  more 
political  subdivisions  of  a  State)  in  connection  with  the  operation  of 
any  public  transportation  system,  unless  such  service  is  performed  by 
an  employee — 
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(1)  Who  became  an  employee  of  such  political  subdivision  (or 
instrumentality)  in  connection  with  and  at  the  time  of  its  acqui¬ 
sition  after  1936  of  such  transportation  system  or  any  part  thereof ; 
and 

(2)  Who  prior  to  such  acquisition  rendered  services  which 
constituted  employment  in  connection  with  the  operation  of  such 
transportation  system  or  any  part  thereof  (as  an  employee  of  a 
private  company  operating  the  transportation  system  or  any 
part  thereof  acquired  by  the  political  subdivision). 

If  a  political  subdivision  acquires  a  transportation  system  from 
another  political  subdivision,  or  from  a  State,  or  from  an  instrumen¬ 
tality  described  in  subparagraph  (A),  service  performed  (prior  to  the 
acquisition)  in  the  operation  of  the  transportation  system  as  an  em¬ 
ployee  of  such  State,  political  subdivision,  or  instrumentality  is  not 
to  be  taken  into  account  for  the  purposes  of  clause  (2)  above,  even 
though  such  service  may  have  constituted  employment  by  reason  of 
a  State  compact  provided  for  in  section  218.  Thus,  if  employee  A 
is  working  in  a  transportation  system  operated  by  city  X,  and  in¬ 
strumentality  Y  takes  over  such  system  in  1960,  the  test  of  clause  (2) 
would  not  be  met  by  a  showing  that  A’s  service  while  an  employee 
of  city  X  constituted  employment  by  reason  of  a  State  compact. 
The  test  of  clause  (2)  would  be  met,  however,  if  it  appeared  that  city 
X  had  acquired  the  transportation  system  after  1936  from  corpora¬ 
tion  Z,  a  private  company,  and  that  A  had  rendered  services  (which 
constituted  employment)  in  connection  with  such  transportation 
system  as  an  employee  of  corporation  Z.  In  such  case,  A’s  services 
as  an  employee  of  instrumentality  Y  (in  connection  with  the  opera¬ 
tion  of  the  transportation  system)  would  constitute  employment  if  A 
became  an  employee  of  instrumentality  Y  in  connection  with  and  at 
the  time  it  acquired  the  transportation  system  from  city  X. 

However,  in  the  case  of  an  employee  described  in  subparagraph 
(B)  who  became  such  an  employee  in  connection  with  an  acquisition 
made  prior  to  January  1,  1950,  service  of  the  prescribed  character  per¬ 
formed  by  such  employee  will  not  constitute  employment  if  the  politi¬ 
cal  subdivision  employing  him  files  with  the  Commissioner  of  Internal 
Revenue  prior  to  January  1,  1950,  a  statement  that  it  does  not  favor 
the  inclusion  under  subparagraph  (B)  of  any  employee  acquired  in 
connection  with  any  such  acquisition  made  prior  to  January  1,  1950. 

Paragraph  (9)  of  section  210  (a),  which  takes  the  place  of  the  existing 
exclusion  from  employment  of  service  performed  for  certain  religious, 
charitable,  scientific,  literary,  educational,  or  humane  organizations, 
excludes  service  performed  by  a  duly  ordained,  commissioned,  or 
licensed  minister  of  a  church  in  the  exercise  of  his  ministry  or  by  a 
member  of  a  religious  order  in  the  exercise  of  duties  required  by  such 
order.  The  change  in  this  provision  extends  coverage  to  service  per¬ 
formed  for  such  nonprofit  organizations,  except  as  such  service  may 
be  excluded  under  the  new  paragraph  (9)  or  other  numbered  para¬ 
graphs  of  section  210  (a).  The  exclusion  contained  in  the  new 
paragraph  (9)  applies  to  the  performance  of  services  which  are  ordi¬ 
narily  the  duties  of  such  ministers  or  members  of  religious  orders. 
The  duties  of  ministers  include  the  ministration  of  sacerdotal  functions 
and  the  conduct  of  religious  worship,  and  the  control,  conduct,  and 
maintenance  of  religious  organizations  (including  the  religious  boards, 
societies,  and  other  integral  agencies  of  such  organizations),  under  the 
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authority  of  a  religious  body  constituting  a  church  or  church  denom¬ 
ination. 

Paragraph  (10)  continues  without  change  the  existing  exclusion  of 
service  performed  by  an  employee  or  employee  representative  covered 
by  the  railroad  retirement  system. 

Paragraph  (11)  revises  certain  exclusions  contained  in  paragraph 
(10)  of  existing  law  (sec.  209  (b)  (10)),  and  omits  others.  Subpara¬ 
graph  (A)  of  paragraph  (11)  excludes  service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from  income  tax 
under  section  101  of  the  Internal  Revenue  Code,  if  the  remuneration 
for  such  service  is  less  than  $100  ($45  or  less,  under  existing  law).  The 
dollar  test  under  subparagraph  (A)  is  the  amount  earned  in  a  calendar 
quarter  and  not  the  amount  paid  in  a  calendar  quarter.  Subparagraph 
(B)  excludes  service  performed  in  the  employ  of  a  school,  college,  or 
university,  whether  or  not  exempt  from  income  tax  under  such  section 
101,  if  such  service  is  performed  by  a  student  who  is  enrolled  and  is 
regularly  attending  classes  at  such  school,  college,  or  university. 

Paragraphs  (12)  and  (13)  continue  without  change  the  present 
exclusion  of  service  performed  in  the  employ  of  a  foreign  government 
or  of  a  wholly  owned  instrumentality  of  a  foreign  government  under 
certain  prescribed  conditions. 

Paragraph  (14)  continues  without  change  the  exclusion  of  service 
performed  by  certain  student  nurses  and  interns. 

Paragraph  (15)  continues  without  change  the  present  exclusion  of 
certain  fishing  services. 

Paragraph  (16)  continues  without  change  the  present  exclusion  of 
services  performed  in  the  delivery  and  distribution  of  newspapers, 
shopping  news,  and  magazines  under  certain  prescribed  conditions. 

Paragraph  (17)  continues  without  change  the  present  exclusion  of 
service  performed  for  an  international  organization. 

Paragraph  (18)  excludes  from  employment  service  performed  by 
an  individual  in  the  sale  or  distribution  of  goods  or  commodities  for 
another  person,  off  the  premises  of  such  person,  under  an  arrangement 
whereby  such  individual  receives  his  entire  remuneration  (other  than 
prizes)  for  such  service  directly  from  the  purchasers  of  such  goods  or 
commodities,  if  such  person  makes  no  provision  (other  than  by  corre¬ 
spondence)  with  respect  to  the  training  of  such  individual  for  the 
performance  of  such  service  and  imposes  no  requirement  upon  such 
individual  with  respect  to  (1)  the  fitness  of  such  individual  to  perform 
such  service,  (2)  the  geographical  area  in  which  such  service  is  to  be 
performed,  (3)  the  volume  of  goods  or  commodities  to  be  sold  or 
distributed,  or  (4)  the  selection  or  solicitation  of  customers.  The 
requirement  as  to  fitness  does  not  include  a  requirement  as  to  the  age 
or  sex  of  the  individual. 

Included  and  excluded  service 

Section  210  (b)  of  the  Social  Security  Act  as  amended  by  the  bill 
sets  forth,  without  change,  the  existing  law  (sec.  209  (c))  relating  to 
the  included-excluded  rule  for  determining  employment. 

Definition  oj  “  American  vessel’ 

Section  210  (c)  of  the  Social  Security  Act  as  amended  by  the  bill 
sets  forth,  without  change,  the  existing  law  (sec.  209  (d))  defining  the 
term  “American  vessel.” 
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Definition  oj  “ American 'aircraft” 

Section  210  (<il  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “American  aircraft”  to  mean,  for  the  purposes  of 
title  II  of  such  act,  an  aircraft  registered  under  the  laws  of  the  United 
States. 

Definition  oj  “  American  employer” 

Section  210  (e)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “American  employer.”  Such  term  means,  for  the 
purposes  of  title  II  of  such  act,  an  employer  which  is  (1)  the  United 
States  or  any  instrumentality  thereof,  (2)  a  State  or  any  political 
subdivision  thereof,  or  any  instrumentality  of  any  one  or  more  of  the 
foregoing,  (3)  an  individual  who  is  a  resident  of  the  United  States, 
(4)  a  partnership,  if  two-thirds  or  more  of  the  partners  are  residents 
of  the  United  States,  (5)  a  trust,  if  all  of  the  trustees  are  residents  of 
the  United  States,  or  (6)  a  corporation  organized  under  the  laws  of 
the  United  States  or  of  any  State. 

Definition  of  “agricultural  labor ” 

Section  210  (f)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “agricultural  labor”  for  the  purposes  of  title  II  of 
such  act.  The  existing  definition  (sec.  209  (1))  contains  four  numbered 
paragraphs.  The  new  subsection  (f)  of  section  210  likewise  contains 
four  numbered  paragraphs.  Paragraph  (1)  [of  existing  law  relates 
primarily  to  service  performed  on  a  farm,  in  the  employ  of  any  person, 
in  cultivating  the  soil  or  in  raising  or  harvesting  any  agricultural  or 
horticultural  commodity.  Paragraph  (2)  of  existing  law  relates 
primarily  to  service  performed  in  the  employ  of  the  owner,  tenant,  or 
other  operator  of  a  farm  in  connection  with  the  operation,  manage¬ 
ment,  conservation,  improvement,  or  maintenance  of  such  farm  and 
its  tools  and  equipment,  if  the  major  portion  of  the  service  is  per¬ 
formed  on  a  farm.  The  new  paragraphs  (1)  and  (2)  continue  without 
change  the  provisions  of  paragraphs  (1)  and  (2)  of  existing  law. 

Paragraph  (3)  of  existing  law  includes  as  agricultural  labor  the  fol¬ 
lowing  services  even  though  not  performed  on  a  farm:  Services 
performed  in  connection  with  the  production  or  harvesting  of  maple 
sirup  or  maple  sugar  or  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (gj  of  the  Agricultural  Marketing  Act,  as 
amended,  or  in  connection  with  the  raising  or  harvesting  of  mush¬ 
rooms,  or  in  connection  with  the  hatching  of  poultry,  or  in  connec¬ 
tion  with  the  ginning  of  cotton,  or  in  connection  with  the  operation 
or  maintenance  of  ditches,  canals,  reservoirs,  or  waterways  used  ex- 
'  clusively  for  supplying  and  storing  water  for  farming  purposes. 
The  new  paragraph  (3)  includes  as  agricultural  labor  only  services 
performed  in  connection  with  the  production  or  harvesting  of  any 
commodity  defined  as  an  agricultural  commodity  in  section  15  (g) 
of  the  Agricultural  Marketing  Act,  as  amended,  or  in  connection 
with  the  ginning  of  cotton.  The  effect  of  the  new  paragraph  (3) 
is  to  exclude  from  the  definition  of  agricultural  labor  services  per¬ 
formed  in  connection  with  the  production  or  harvesting  of  maple  sap, 
or  in  connection  with  the  raising  or  harvesting  of  mushrooms,  or  in 
connection  with  the  hatching  of  poultry,  unless  such  services  are 
performed  on  a  farm  (as  defined  in  sec.  210  (g)).  Thus,  services 
performed  in  connection  with  the  operation  of  a  hatchery,  if  not 


78 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949 


operated  as  part  of  a  poultry  or  other  farm,  will  be  covered  employ¬ 
ment.  Under  the  amendment  services  performed  in  the  processing 
(as  distinguished  from  the  gathering)  of  maple  sap  into  maple  sirup 
or  maple  sugar  do  not  constitute  agricultural  labor,  even  though  such 
services  are  performed  on  a  farm.  Services  performed  in  connection 
with  the  operation  or  maintenance  of  ditches,  canals,  reservoirs,  or 
waterways  used  exclusively  for  supplying  and  storing  water  for  farm¬ 
ing  purposes,  do  not  constitute  agricultural  labor,  unless  the  major 
part  of  such  services  is  performed  on  a  farm  and  such  services  are 
performed  in  the  employ  of  the  owner,  tenant,  or  other  operator  of  a 
farm,  in  connection  with  the  operation,  conservation,  improvement, 
or  maintenance  of  such  farm. 

Paragraph  (4)  of  existing  law  includes  as  agricultural  labor  service 
performed  in  the  handling,  planting,,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,;  or  delivering  to  storage  or  to 
market  or  to  a  carrier  for  transportation  to  market,  any  agricultural 
or  horticultural  commodity,  provided  such  service  is  performed  as 
an  incident  to  ordinary  farming  operations  or,  in  the  case  of  fruits  or 
vegetables,  as  an  incident  to  the  preparation  of  such  fruits  and  vege¬ 
tables  for  market.  Subparagraphs  (A)  and  (B)  of  the  new  para¬ 
graph  (4)  are  a  complete  revision  of  the  afore-mentioned  provisions 
of  paragraph  (4)  of  existing  law.  Under  such  subparagraph  (A) 
the  term  “agricultural  labor”  includes  service  performed  in  the  em¬ 
ploy  of  the  owner-operator,  tenant-operator,  or  other  operator  of  a 
farm  in  handling,  planting,  drying,  packing,  packaging,  processing, 
freezing,  grading,  storing,  or  delivering  to  storage  or  to  market  or  to  a 
carrier  for  transportation  to  market,  any  agricultural  or  horticultural 
commodity  in  its  unmanufactured  state,  provided  such  operator 
produced  more  than  one-half  of  the  commodity  with  respect  to  which 
such  service  is  performed.  Under  such  subparagraph  (B)  the  term 
“agricultural  labor”  includes  service  of  the  character  described  in  the 
preceding  sentence  performed  in  the  employ  of  a  group  of  operators 
of  farms  (other  than  a  cooperative  organization),  provided  such  oper¬ 
ators  produced  all  of  the  commodity  with  respect  to  which  such  service 
is  performed.  The  tests  “as  an  incident  to  ordinary  farming  opera¬ 
tions”  and  “as  an  incident  to  the  preparation  of  fruits  or  vegetables 
for  market”  have  been  stricken  by  the  amendment  and  in  lieu  thereof 
three  tests  have  been  substituted,  namely,  the  status  of  the  person 
for  whom  the  service  is  performed,  the  state  of  the  commodity  with 
respect  to  which  the  service  is  performed,  and  the  extent  to  which 
such  commodity  was  produced  by  the  operator  or  group  of  operators 
in  whose  employ  the  service  is  performed. 

Under  existing  law  service  of  the  prescribed  character  performed 
with  respect  to  fruits  or  vegetables  in  the  employ  of  any  person  con¬ 
stitutes  agricultural  labor,  provided  such  service  is  performed  “as  an 
incident  to  the  preparation  of  such  fruits  or  vegetables  for  market”; 
and  such  service  with  respect  to  all  other  agricultural  or  horticultural 
commodities  constitutes  agricultural  labor,  if  the  service  is  performed 
“as  an  incident  to  ordinary  farming  operations.”  •  Under  the  amend¬ 
ment  service  of  the  character  prescribed  therein  is  included  as  agri¬ 
cultural  labor  only  if  performed  in  the  employ  of  the  operator  of  a 
farm  or  a  group  of  operators  of  farms  (other  than  a  cooperative 
organization).  The  term  “operator  of  a  farm”  as  used  in  paragraph 
(4)  means  an  owner,  tenant,  or  other  person  in  possession  of  a  farm 
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and  engaged  in  the  operation  of  such  farm.  Service  of  the  prescribed 
character  performed  in  the  employ  of  a  cooperative  organization  does 
not  constitute  agricultural  labor.  The  term  “organization”  as  used 
in  subparagraph  (B)  includes  corporations,  joint-stock  companies,  and 
associations  which  are  treated  as  corporations  under  the  Internal 
Revenue  Code.  For  the  purposes  of  such  subparagraph,  any  unin¬ 
corporated  group  of  operators  shall  be  deemed  a  cooperative  organiza¬ 
tion  if  the  number  of  operators  comprising  such  group  is  more  than 
20  at  any  time  during  the  calendar  quarter  in  which  the  service  in¬ 
volved  is  performed.  Under  the  amendment  service  of  the  prescribed 
character  with  respect  to  an  agricultural  or  horticultural  commodity 
constitutes  agricultural  labor  only  if  the  service  is  performed  with 
respect  to  such  commodity  in  its  unmanufactured  state. 

The  effect  of  this  provision  is  to  exclude  from  the  definition  of 
agricultural  labor  under  paragraph  (4)  any  service  of  the  prescribed 
character  performed  with  respect  to  a  commodity  the  character  of 
which  has  been  changed  from  its  raw  or  natural  state  by  a  processing 
operation.  For  example,  the  slicing  and  sun-drying  or  dehydration 
of  apples  are  not  processing  operations  which  change  the  character  of 
the  apples,  but  the  grinding  of  dried  apples  or  the  pressing  of  raw 
apples  into  cider  is  a  processing  operation  which  changes  the  character 
of  the  apples  from  their  raw  or  natural  state.  Where  the  service  of 
the  prescribed  character  is  performed  in  the  employ  of  the  operator 
of  a  farm,  such  service  does  not  constitute  agricultural  labor  under 
the  amendment  unless  such  operator  produced  more  than  one-half  of 
the  commodity  with  respect  to  which  the  service  is  performed.  Where 
the  service  is  performed  in  the  employ  of  a  group  of  operators  of  farms 
(other  than  a  cooperative  organization),  such  service  does  not  consti¬ 
tute  agricultural  labor  under  the  amendment  unless  such  operators 
produced  all  of  the  commodity  with  respect  to  which  the  service  is 
performed.  The  term  “commodity”  refers  to  a  single  agricultural  or 
horticultural  product,  that  is,  all  apples  are  to  be  treated  as  a  single 
commodity,  while  apples  and  peaches  are  to  be  treated  as  two  separate 
commodities.  The  service  with  respect  to  each  such  commodity  is  to 
be  considered  separately. 

Subparagraph  (C)  of  the  new  paragraph  (4)  provides  in  effect  that 
service  of  the  prescribed  character  performed  in  connection  with  com¬ 
mercial  canning  or  commercial  freezing  or  in  connection  with  any  agri¬ 
cultural  or  horticultural  commodity  after  its  delivery  to  a  terminal 
market  for  distribution  for  consumption  does  not  constitute  agricul¬ 
tural  labor  under  paragraph  (4).  This  provision  is  in  all  material 
respects  the  same  as  that  in  existing  law. 

Definition  of  “farm” 

Section  210  (g)  of  the  Social  Security  Act  as  amended  by  the  bill 
continues  without  change  the  definition  of  the  term  “farm”  as  defined 
in  section  209  (1)  of  existing  law,  but  extends  the  application  of  such 
definition  to  all  of  title  II  of  such  act,  rather  than  limiting  it  to  the 
definition  of  the  term  “agricultural  labor”  as  in  existing  law. 

Definition  of  “State” 

Section  210  (h)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “State.”  Under  existing  law  the  term  “State” 
includes  Alaska,  Hawaii,  and  the  District  of  Columbia.  The  new 
definition  also  includes  within  such  term  the  Virgin  Islands  and,  on 
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and  after  the  effective  date  specified  in  section  221  (i.  e.,  the  date  on 
which  the  provisions  of  title  II  of  the  Social  Security  Act  are  extended 
to  Puerto  Rico),  Puerto  Rico. 

Definition  of  “  United  States ” 

Section  210  (e)  of  the  Social  Security  Act  as  amended  by  the  bill 
extends  the  definition  of  the  term  “United  States”  when  used  in  a 
geographical  sense  so  as  to  include  the  Virgin  Islands  and,  on  and 
after  the  effective  date  specified  in  section  221,  Puerto  Rico. 

Citizen  of  Puerto  Rico 

Section  210  (j)  of  the  Social  Security  Act  as  amended  by  the  bill 
provides  that  an  individual  who  is  a  citizen  of  Puerto  Rico  (but  not 
otherwise  a  citizen  of  the  United  States)  and  who  is  not  a  resident  of 
the  United  States  shall  not  be  considered,  for  the  purposes  of  section 
210,  as  a  citizen  of  the  United  States  prior  to  the  effective  date  speci¬ 
fied  in  section  221.  Section  210  (j)  is  designed  to  exclude  from  em¬ 
ployment  (prior  to  the  effective  date  specified  in  sec.  221)  services 
performed  by  such  a  citizen  of  Puerto  Rico  who  works  in  Puerto  Rico 
(or  elsewhere  outside  the  United  States)  as  an  employee  for  an  Ameri¬ 
can  employer  (as  defined  in  sec.  210  (e)). 

Definition  of  “ employee ” 

Section  210  (k)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “employee”  for  the  purposes  of  title  II  of  such  act. 
The  existing  definition  of  employee  (sec.  1101  (a)  (6)  of  the  Social 
Security  Act)  is  repealed  by  section  403  (a)  of  the  bill,  effective  with 
respect  to  services  performed  after  December  31,  1949. 

Paragraphs  (1),  (2),  (3),  and  (4)  of  the  definition  provide  separate 
and  independent  tests  for  determining  who  are  employees.  If  an 
individual  is  an  employee  under  any  one  of  the  paragraphs,  he  is  to  be 
considered  an  employee  whether  or  not  he  is  an  employee  under  any  of 
the  other  paragraphs. 

Paragraph  (1)  of  the  definition  continues  without  change  the  present 
provision  that  any  officer  of  a  corporation  is  an  emploj^ee. 

Under  paragraph  (2)  of  the  definition  the  usual  common-law  rules 
applicable  in  determining  the  employer-employee  relationship  are  to 
be  used  to  determine  whether  an  individual  is  an  employee.  Thus, 
administrative  and  judicial  determinations  that  individuals  are  em¬ 
ployees  under  existing  law  remain  undisturbed.  The  second  sentence 
of  paragraph  (2)  is  designed  to  change  the  effect  of  the  United  States 
Supreme  Court’s  holding  in  Bartels  v.  Birmingham  ((1947)  332  U.  S. 
126),  by  requiring  that  full  force  and  effect  be  given  to  a  written 
contract  expressly  reciting  that  the  person  for  whom  the  service  is 
performed  shall  have  complete  control  over  the  performance  of  such 
service  and  that  the  individual,  in  the  performance  of  such  service 
(either  alone  or  as  a  member  of  a  group),  is  the  employee  of  such 
person;  but  if  such  person  is  an  agent  or  employee  of  another  person 
with  respect  to  the  execution  of  the  contract,  the  individual  is  an 
employee  of  such  other  person.  It  is  further  provided,  but  only  for 
purposes  of  the  second  sentence  of  paragraph  (2)  of  the  definition, 
that  no  effect  shall  be  given  to  the  modification  of  such  a  written 
contract  prior  to  its  expiration  date  unless  the  contract  is  terminated 
or  otherwise  modified  in  writing.  This  provision  is  designed  to  pre¬ 
vent  the  employer  under  such  written  contract  from  successfully 
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contending  that  the  contract  has  been  terminated  or  modified  by  a 
subsequent  oral  agreement  or  by  the  mere  conduct  of  the  parties. 
Paragraph  (2),  on  the  other  hand,  is  not  intended  to  give  force  or 
effect  to  a  contract  which  expressly  provides  that  the  person  for  whom 
the  services  are  performed  shall  not  have  the  right  to  control  and 
direct  the  individual  who  performs  the  service  or  that  such  individual 
is  not  the  employee  of  such  person.  Despite  such  a  contract  all  the 
facts  and  circumstances  of  the  particular  case  must  be  considered  to 
determine  whether  such  individual  is  an  employee  either  under  the 
usual  common-law  rules  or  under  paragraph  (3)  or  (4)  of  the  definition. 

Your  committee  believes  that  the  usual  common-law  rules  for  de¬ 
termining  the  employer-employee  relationship  fall  short  of  covering 
certain  individuals  who  should  be  taxed  at  the  employee  rate  under 
the  old-age,  survivors,  and  disability  insurance  program.  The 
statutory  provisions  set  forth  in  paragraphs  (3)  and  (4)  are  designed 
to  correct  this  deficiency  in  existing  law  by  extending  the  definition 
to  include  those  individuals  who,  although  not  employees  under  the 
usual  common-law  rules,  occupy  the  same  status  as  those  who  are 
employees  under  such  rules. 

Paragraph  (3)  of  the  definition  covers  individuals  in  the  following 
occupational  groups  who  perform  services  for  remuneration  under 
certain  prescribed  circumstances: 

(A)  As  an  outside  salesman  in  the  manufacturing  or  wholesale  trade; 

(B)  As  a  full-time  life  insurance  salesman; 

(C)  As  a  driver-lessee  of  a  taxicab; 

(D)  As  a  home  worker  on  materials  or  goods  which  are  furnished  by  the  person 
for  whom  the  services  are  performed  and  which  are  required  to  be  returned  to 
such  person  or  to  a  person  designated  by  him; 

(E)  As  a  contract  logger; 

(F)  As  a  lessee  or  licensee  of  space  within  a  mine  when  substantially  all  of  the 
product  of  such  services  is  required  to  be  sold  or  turned  over  to  the  lessor  or  licen¬ 
sor;  or 

(G)  As  a  house-to-house  salesman  if  under  the  contract  of  service  or  in  fact 
such  individual  (i)  is  required  to  meet  a  minimum  sales  quota,  or  (ii)  is  expressly 
or  impliedly  required  to  furnish  the  services  with  respect  to  designated  or  regular 
customers  or  customers  along  a  prescribed  route,  or  (iii)  is  prohibited  from  fur¬ 
nishing  the  same  or  similar  services  for  any  other  person. 

The  application  of  this  paragraph  of  the  definition  requires  the 
identifying  of  the  individual  as  one  who  performs  services  in  a  desig¬ 
nated  occupational  group.  If  the  services  are  not  performed  in  one 
of  the  designated  occupational  groups,  paragraph  (3)  is  inapplicable 
with  respect  to  such  services.  The  language  used  in  the  bill  to  desig¬ 
nate  the  respective  occupational  groups  relates  to  fields  of  endeavor 
in  which  particular  designations  are  not  necessarily  in  universal  use 
with  respect  to  the  same  service.  The  designations  are  addressed  to 
the  actual  services  without  regard  to  any  technical  or  colloquial  labels 
which  may  be  attached  to  such  services.  The  purpose  in  listing  these 
several  categories  is  not  to  define  but  to  identify  each  occupational 
group.  Thus,  a  determination  whether  services  fall  within  one  of 
these  categories  depends  upon  the  facts  of  the  particular  situation. 

The  factual  situations  set  out  below  are  illustrative  of  some  of  the 
individuals  falling  within  each  of  the  occupational  groups  enumerated 
in  paragraph  (3)  of  the  definition.  The  mere  jact  that  an  individual 
jails  within  an  enumerated  occupational  group,  however,  does  not  in 
itselj  make  such  individual  an  employee  under  this  paragraph  oj  the 
dejinition,  unless  the  contract  oj  service  contemplates  that  substantially 
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all  oj  the  services  ( other  than  services  by  mining  lessees )  are  to  be  -per¬ 
formed  personally  by  such  individual,  there  is  no  substantial  investment 
( other  than  the  investment  by  a  salesman  in  facilities  for  transportation) 
in  the  facilities  oj  the  trade  or  business  with  respect  to  which  the  service 
is  performed,  and  the  service  is  not  in  the  nature  oj  a  single  transaction. 
The  illustrative  factual  situations  are  as  follows: 

(A)  Outside  salesman  in  the  manufacturing  or  wholesale  trade. — 
City  and  traveling  salesmen  who  sell  at  wholesale  to  retailers  or 
others,  operate  off  the  company’s  premises,  and  are  generally 
compensated  on  a  commission  basis,  are  included  within  this 
occupational  group.  Such  salesmen  are  generally  not  controlled 
as  to  the  details  of  their  service  or  the  means  by  which  they  cover 
their  territories,  but  in  the  ordinary  case  they  are  expected  to  call 
on  regular  customers  with  a  fair  degree  of  regularity. 

(B)  Full-time  life  insurance  salesman. — An  individual  whose 
regular  occupation  consists  of  soliciting  applications  primarily 
for  one  life-insurance  company  is  within  this  occupational  group, 
regardless  of  the  types  of  insurance  contracts  (such  as  annuity 
contracts)  issued  by  the  company. 

(C)  Driver-lessee  of  a  taxicab. — An  individual  who  rents  a  cab 
from  a  cab  company  for  a  specified  amount  per  day,  his  remuner¬ 
ation  being  the  difference  between  the  rental  he  pays  the  company 
and  the  amount  received  during  the  day  from  the  operation  of 
the  cab,  is  within  this  occupational  group. 

(D)  Home  worker.— Included  within  this  occupational  group 
are  individuals  who  fabricate  quilts,  buttons,  gloves,  bedspreads, 
clothing,  needlecraft  products,  etc.,  or  who  address  envelopes,  off 
the  premises  of  the  person  for  whom  such  service  is  performed, 
under  arrangements  whereby  they  obtain  from  such  person  the 
materials  or  goods  with  respect  to  which  they  are  to  perform  such 
service  and  are  required  to  return  the  processed  materials  to  such 
person  or  to  a  person  designated  by  him. 

(E)  Contract  logger. — An  individual  who  contracts  with  a  com¬ 
pany,  engaged  in  the  business  of  producing  and  selling  lumber 
and  other  forest  products,  to  perform  service  as  a  timber  cutter, 
skidder,  or  hauler,  is  included  within  this  occupational  group,  but 
would  not,  however,  be  covered  as  an  employee  under  paragraph 
(3),  unless  he  personally  is  to  do  substantially  all  the  work,  has  no 
substantial  investment  in  equipment,  and  the  services  are  part 
of  a  continuing  relationship  with  the  company. 

(F)  Mining  lessee  or  licensee. — An  individual  who  under  a  lease 
or  license  from  the  owner  or  operator  of  a  mine  undertakes  to 
extract  the  ore  or  other  product  therefrom  is  included  within  this 
occupational  group  (together  with  all  individuals  associated  with 
him  in  such  undertaking  as  partners,  joint  venturers,  or  employ¬ 
ees),  when  substantially  all  of  the  product  so  extracted  is  required 
to  be  sold  or  turned  over  to  such  owner  or  operator. 

(G)  House-to-house  salesman. — An  individual  engaged  in  the 
house-to-house  or  door-to-door  selling  or  renting  of  goods,  com¬ 
modities,  or  services  at  retail  (including,  among  others,  salesmen 
who  drive  trucks  on  regular  routes  selling  milk,  bakery  products, 
beverages,  other  foods,  etc.,  or  selling  services  such  as  laundry  or 
dry-cleaning  services)  is  included  within  this  occupational  group, 
if  such  individual,  under  the  contract  of  service  or  in  fact,  (1)  is 
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required  to  meet  a  minimum  sales  quota,  or  (2)  is  expressly  or 
impliedly  required  to  furnish  the  services  with  respect  to  desig¬ 
nated  or  regular  customers  or  customers  along  a  prescribed  route, 
or  (3)  is  prohibited  from  furnishing  the  same  or  similar  services 
for  any  other  person. 

In  order  for  an  individual  to  be  an  employee  under  paragraph  (3), 
the  individual  must  perform  services  for  remuneration  in  an  occupa¬ 
tion  falling  within  one  of  the  enumerated  groups,  and  the  contract 
of  service  must  contemplate  that  substantially  all  the  services  to 
which  the  contract  relates  in  the  particular  designated  occupation 
(other  than  the  services  described  in  subpar.  (F))  are  to  be  performed 
personally  by  such  individual.  However,  even  though  this  condition 
is  met,  the  individual  is  not  an  employee  within  the  meaning  of  para¬ 
graph  (3),  if  (1)  such  individual  has  a  substantial  investment  (other 
than  the  investment  by  a  salesman  in  facilities  for  transportation)  in 
the  facilities  of  the  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  (2)  the  particular 
services  are  in  the  nature  of  a  single  transaction  not  part  of  a  continu¬ 
ing  relationship  with  the  person  for  whom  the  services  are  performed. 

For  the  purposes  of  paragraph  (3)  of  the  definition,  the  term  “con¬ 
tract  of  service”  means  an  arrangement,  formal  or  informal,  under 
which  the  particular  services  are  performed.  The  requirement  that 
the  contract  of  service  shall  contemplate  that  substantially  all  of  the 
services  are  to  be  performed  personally  means  that  it  is  not  contem¬ 
plated  that  any  material  part  of  the  services  to  which  the  contract 
relates  will  be  delegated  to  any  other  person  by  the  individual  who 
undertakes  to  perform  such  services.  The  condition  that  the  contract 
of  service  shall  contemplate  personal  performance  of  substantially  all 
the  services  is  not  applicable  with  respect  to  subparagraph  (F), 
relating  to  mining  lessees. 

In  order  for  an  individual  to  be  an  employee  under  paragraph  (3)  of 
the  definition,  he  must  not  have  a  substantial  investment  (other  than 
the  investment  by  a  salesman  in  facilities  for  transportation)  in  the 
facilities  of  the  trade,  occupation,  business,  or  profession  with  respect 
to  which  the  services  are  performed.  The  facilities  here  pertinent 
include  equipment  and  premises  available  for  the  work  or  enterprise 
as  distinguished  from  education,  training,  and  experience,  but  do  not 
include  such  tools,  instruments,  equipment,  or  clothing  as  are  com¬ 
monly  or  frequently  provided  by  employees.  An  investment  in  an 
automobile  by  an  individual  which  is  used  primarily  for  his  own 
transportation  in  connection  with  performance  of  services  for  another 
person  has  no  significance  under  this  paragraph  since  such  investment 
is  comparable  to  outlays  for  transportation  by  an  individual  perform¬ 
ing  similar  services  who  does  not  own  an  automobile.  Moreover, 
under  paragraph  (3),  the  investment  by  a  salesman  in  facilities  for 
the  transportation  of  the  goods  or  commodities  to  which  the  services 
relate  is  to  be  excluded  in  determining  the  investment  in  a  particular 
case. 

If  an  individual  has  a  substantial  investment  in  facilities  of  the 
requisite  character,  he  is  not  an  employee  within  the  meaning  of 
paragraph  (3)  of  the  definition,  since  a  substantial  investment  of 
the  requisite  character  standing  alone  is  sufficient  to  exclude  the 
individual  from  the  employee  concept  under  such  paragraph. 
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If  the  services  are  not  performed  as  part  of  a  continuing  relation¬ 
ship  with  the  person  for  whom  the  services  are  performed,  but  are 
in  the  nature  of  a  single  transaction,  the  individual  performing  such 
services  is  not  an  employee  within  the  meaning  of  paragraph  (3)  of 
the  definition. 

The  groups  listed  in  paragraph  (3)  of  the  definition,  while  limited 
in  their  aggregate  scope,  comprehend  seven  well-known  occupational 
areas  from  which  much  of  the  present  uncertainty  and  past  litigation 
on  this  question  has  evolved.  Your  committee  has  designated  these 
groups  to  assure  the  application  of  the  employee  tax  rate  to  individuals 
who  work  in  these  occupations,  with  the  exceptions  discussed  above. 

The  statutory  concept  set  forth  in  paragraph  (4)  of  the  definition 
is  designed  to  differentiate  between  individuals  who  are  employees 
and  individuals  who  are  not  employees  on  the  basis  of  factual  con¬ 
siderations  and  not  on  the  basis  of  technical  legal  considerations. 
Under  this  test  the  status  of  an  individual  as  an  employee  in  the 
performance  of  service  for  any  person  for  remuneration  is  deter 
mined  from  the  combined  'effect  of  seven  enumerated  factors. 

In  selecting  these  factors,  your  committee  has  carefully  considered 
the  decisions  of  the  United  States  Supreme  Court  in  U.  S.  v.  Silk 
and  Harrison  v.  Greyvan  Lines ,  Inc.  (1947)  (331  U.  S.  704),  as  well  as 
the  factors  which  seem  to  have  entered  into  determinations  under  the 
common  law  rules. 

The  Supreme  Court  decisions  set  forth  a  number  of  factors  to  be 
considered  in  determining  whether  an  individual  performing  service 
for  another  person  is  the  employee  of  such  person.  A  major  diffi¬ 
culty  which  your  committee  found  with  the  Supreme  Court  decisions 
is  the  indication  by  the  Court  that  the  factors  considered  by  it  were  not 
exclusive,  thus  leaving  the  administrative  agencies  free  to  consider 
other  unenumerated  factors  in  reaching  their  determinations  in  par¬ 
ticular  cases.  The  common  law  rules,  on  the  other  hand,  by  over¬ 
emphasizing  the  factor  of  control,  particularly  the  legal  right  to  con¬ 
trol,  have  permitted  many  employers  at  their  discretion  to  fix  the 
status  of  their  employees  and  avoid  social-security  taxes  by  a  mere 
formal  shift  in  their  contractual  arrangements.  In  this  paragraph 
of  the  definition,  your  committee  has  attempted  to  chart  a  more 
definite  course  than  that  laid  down  by  the  Supreme  Court  for  the  ad¬ 
ministrative  agencies  to  follow  in  the  administration  of  the  social- 
security  legislation;  and,  at  the  same  time,  has  limited  the  possibilities 
of  tax  avoidance  by  employers.  Your  committee  has  prescribed  the 
factors  which  it  believes  should  be  considered  under  paragraph  (4) 
of  the  definition  in  determining  the  existence  of  an  employer-employee 
relationship  for  social-security  purposes.  These  factors  are:  (1) 
control  over  the  individual;  (2)  permanency  of  the  relationship;  (3) 
regularity  and  frequency  of  performance  of  the  service;  (4)  integration 
of  the  individual’s  work  in  the  business  to  which  he  renders  service; 
(5)  lack  of  skill  required  of  the  individual;  (6)  lack  of  investment  by 
the  individual  in  facilities  for  work;  and  (7)  lack  of  opportunities  of 
the  individual  for  profit  or  loss. 

The  combined  effect  of  all  the  factors  will  control  the  determinations 
under  this  paragraph  of  the  definition.  For  instance,  the  combined 
effect  of  all  the  factors  may  indicate  that  an  individual  is  performing 
the  service  in  pursuance  of  his  own  business.  In  such  case,  he  will  not 
be  considered  an  employee  under  this  paragraph  of  the  definition. 
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Likewise,  the  combined  effect  of  the  factors,  including  the  irregularity 
and  infrequency  of  the  performance  of  the  service,  may  be  such  that 
the  individual  will  not  be  considered  an  employee  under  this  para¬ 
graph,  even  though  he  is  not  engaged  in  a  business  of  his  own  in  the 
performance  of  such  service. 

Control  of  the  type  pertinent  to  the  first  factor  may  in  particular 
cases  be  evidenced  by  one  or  more  of  a  variety  of  circumstances,  includ¬ 
ing  the  performance  by  the  individual  of  his  service  in  accordance  with 
procedures,  or  at  times,  fixed  by  the  person  for  whom  the  service  is  per¬ 
formed;  the  furnishing  by  the  person  for  whom  the  service  is  per¬ 
formed  of  the  place,  tools,  or  equipment  for  the  work;  or  by  the  fact 
that  the  person  for  whom  the  service  is  performed  has  the  right  to 
terminate  the  service  of  the  individual  without  cause  or  on  short 
notice.  Lack  of  this  type  of  control  is  indicative  of  the  nonexistence 
of  the  employer-employee  relationship. 

With  respect  to  the  second  factor,  a  relationship  is  permanent  if 
the  arrangement  contemplates  the  performance  of  service  under  a 
continuing  relationship,  even  though  in  fact  the  individual  works  only 
a  short  time.  It  is  not  necessary  that  the  service  be  performed  on 
consecutive  workdays. 

The  third  factor  requires  consideration  of  the  constancy  and  rate  of 
recurrence  of  the  service  for  a  particular  person.  “Regularity  and 
frequency  of  performance  of  the  service”  is  intended  to  be  read  in  con¬ 
junction  with  and  in  contradistinction  to  the  factor  “permanency  of 
the  relationship.”  If  it  is  contemplated  that  the  performance  of 
service  will  be  merely  a  sporadic  part-time  activity,  that  fact  is  evi¬ 
dence  that  the  performance  of  the  service  is  irregular  and  infrequent 
and  that  the  relationship  is  not  permanent,  and  is  indicative  of  the 
nonexistence  of  the  employer-employee  relationship. 

Integration  of  the  individual’s  work  in  the  business  to  which  he 
renders  service  means  the  merger  of  the  individual’s  service  into  the 
business  of  a  person  so  that  such  service  constitutes  a  part  of  the  unit 
or  whole  which  comprises  such  business.  It  is  immaterial  whether 
the  service  is  performed  at  the  beginning  or  end  or  at  any  intermediate 
point,  so  long  as  it  falls  within  the  limits  of  the  scope  and  function  of 
the  business.  Integration  in  particular  cases  may  be  evidenced  by 
one  or  more  of  a  variety  of  circumstances,  such  as  the  fact  that  the 
service  is  essential  to  the  operation  of  the  business;  the  fact  that  the 
service  is  performed  in  the  course  of  such  business;  the  fact  that  the 
service  of  the  individual  is  performed  in  or  under  the  name  or  trade 
name  of  the  person  for  whom  the  service  is  performed;  and  the  fact 
that  the  service  of  the  individual  supports  or  affects  the  good  will  of 
the  person  for  whom  the  service  is  performed  and  not  the  separate 
good  will  of  the  individual. 

Skill  means  the  technical  or  artistic  proficiency  required  of  an 
individual  to  perform  his  service.  Lack  of  skill  is  ordinarily  indica¬ 
tive  of  the  employer-employee  relationship,  but  a  requirement  of  a 
high  degree  of  skill  for  the  performance  of  service  is  not  necessarily 
inconsistent  with  the  existence  of  an  employer-employee  relationship 
where  the  combined  effect  of  all  seven  factors  indicates  that  the  indi¬ 
vidual,  in  the  performance  of  such  service,  is  an  employee. 

Investment’ by  the  individual  in  facilities'fori.work  means  invest¬ 
ment  in  equipment  and  premises  available  for  the  work  or  enterprise 
as  distinguished  from  education,  training,  and  experience.  It  does 
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not  include  investment  in  such  tools,  instruments,  equipment,  or 
clothing  as  are  commonly  provided  by  individuals  who  are  admittedly 
employees.  An  investment  in  an  automobile  by  an  individual  which 
is  used  primarily  for  his  own  transportation  in  connection  with  per¬ 
formance  of  services  for  another  person  has  no  significance  under  this 
factor,  since  such  investment  is  comparable  to  outlays  for  transporta¬ 
tion  by  an  individual  performing  similar  services  who  does  not  own 
an  automobile.  Ownership  of  a  separate  establishment  in  connection 
with  the  performance  of  service,  distinct  from  the  premises  of  the 
person  for  whom  such  service  is  performed,  is  indicative  of  the  non¬ 
existence  of  the  employer-employee  relationship.  On  the  other  hand, 
lack  of  such  investment  tends  to  indicate  that  the  individual  perform¬ 
ing  service  is  an  employee. 

“Profit  or  loss”  involves  the  realization  of  gains  or  the  suffering  of 
losses  through  the  use  of  capital  by  an  individual  in  connection  with 
the  performance  of  his  services.  Mere  opportunity  for  higher  earnings 
such  as  from  pay  on  a  piecework  basis,  or  the  possibility  of  gain  or  loss 
from  a  commission  arrangement,  without  capital  as  an  income-produc¬ 
ing  element,  is  not  within  the  meaning  of  the  term  “opportunities  for 
profit  or  loss”  used  in  paragraph  (4).  Opportunity  for  profit  or  loss 
may  in  particular  cases  be  established,  in  varying  degrees,  by  one  or 
more  of  a  variety  of  circumstances,  such  as  the  fact  that  the  individual 
has  continuing  and  recurring  liabilities  or  obligations  with  risk  of  loss 
and  opportunity  for  profit,  depending  upon  the  relation  of  receipts  to 
expenditures  and  charges.  Lack  of  such  opportunity  for  profit  or  loss 
is  indicative  of  the  existence  of  the  employer-employee  relationship. 

Examples  under  paragraph  (4) 

The  following  examples  illustrate  the  status  of  certain  individuals 
under  paragraph  (4)  of  the  definition: 

Example  ( 1 ),  automobile  dealer. — A  is  an  authorized  automobile 
dealer  under  contract  with  an  automobile  manufacturer.  He  provides 
his  own  establishment,  has  a  showroom  and  maintenance  and  repair 
facilities,  and  sells  the  manufacturer's  cars  at  prices  fixed  by  the  manu¬ 
facturer.  He  may  handle  accessories  of  other  manufacturers.  He 
employs  his  own  personnel,  bears  all  expenses  involved  in  the  opera¬ 
tion  of  the  dealership,  and  operates  under  his  own  name. 

While  A’s  services  are  integrated  to  some  degree  into  the  distribu¬ 
tion  end  of  the  manufacturer’s  business,  he  operates  under  his  own 
name,  has  his  own  sales  organization  and  repair  crew,  and  the  services 
performed  by  his  organization  support  his  own  good  will  as  well  as 
the  good  will  of  the  manufacturer.  Though  he  must  conform  to 
company  policy  with  respect  to  the  selling  price  of  the  manufacturer’s 
cars,  he  is  not  controlled  in  his  choice  of  personnel  or  with  respect  to 
the  manner  in  which  he  operates  his  business.  His  relationship  with 
the  manufacturer  is  permanent  and  his  services  are  performed  fre¬ 
quently  and  regularly.  However,  he  has  a  substantial  investment  in  an 
establishment  of  his  own,  including  a  showroom,  maintenance  and 
repair  facilities,  and  accessories  of  other  manufacturers.  Such  invest¬ 
ment,  together  with  his  operating  expenses  and  his  liability  at  common 
law  for  certain  acts  of  his  personnel,  suggests  a  substantial  risk  of  loss. 
His  opportunity  for  profit  is  similarly  extensive  since  his  profits  depend 
largely  upon  his  own  skill  in  developing  and  maintaining  an  efficient 
organization. 
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The  combined  effect  of  the  foregoing  factors  clearly  shows  that  under 
paragraph  (4)  of  the  definition  A  is  engaged  in  a  business  of  his  own 
and  is  accordingly  not  an  employee. 

Example  [2),  contract  logger. — The  X  company  owns  tracts  of 
timberland  or  timber  rights  on  lands  of  others  and  engages  in  the 
production  and  sale  of  lumber  and  other  forest  products.  Operations 
are  carried  on  by  the  company  pursuant  to  contracts  made  with 
timber  cutters,  skidders,  and  haulers.  The  company  enters  into  a 
written  contract  with  A  to  fell  certain  trees  on  a  definitely  described 
tract  of  timberland,  cut  the  trees  into  logs,  and  saw  the  logs  into 
rough  lumber.  Specifications  for  the  work  are  stated  in  the  contract. 
The  contract  provides  that  A  shall  complete  the  work  within  .a  definite 
period;  and  that  the  company  will  pay  A  semimonthly  at  a  specified 
rate  per  thousand  feet  of  rough  lumber.  A  personally  performs 
services  under  the  contract  and  engages  other  individuals  who  per¬ 
form  services  as  cutters  with  him.  A  has  sufficient  capital,  including 
equipment,  to  carry  on  the  operations  under  his  contract  with  the 
company.  He  keeps  his  own  records  and  periodically  receives  from 
the  company  the  amount  due  under  the  terms  of  the  contract. 

Although  integration  of  A’s  service  into  the  X  company’s  business 
is  present,  and  some  degree  of  control  may  exist  over  A’s  services,  A 
manages  his  own  affairs,  conducts  his  activities  through  the  use  of  his 
own  facilities,  and  is  at  liberty  to  delegate  such  service  to  assistants 
of  his  own  choice.  He  has  an  opportunity  for  profit  since  the  amount 
of  his  net  gain  from  the  service  depends  upon  his  skill  and  efficiency 
and  the  efficiency  of  his  organization.  He  also  undertakes  a  risk  of 
loss  by  reason  of  his  investment  in  and  the  cost  of  maintaining  facili¬ 
ties.  Although  A  may  enter  into  successive  contracts  with  the  X 
company,  there  is  no  permanency  in  the  relationship  of  the  type  con¬ 
templated  under  paragraph  (4)  of  the  definition.  A’s  services  are 
regular  and  frequent  in  the  sense  that  they  are  performed  daily. 
However,  under  the  contract,  the  services  are  not  to  continue  on  an 
indefinite  basis  but  are  to  terminate  automatically  upon  the  comple¬ 
tion  of  a  specific  amount  of  work.  The  combined  effect  of  all  the 
factors  clearly  shows  that  A  is  pursuing  a  business  of  his  own  and  is 
accordingly  not  an  employee  under  paragraph  (4)  of  the  definition. 

In  another  type  of  arrangement,  the  X  company  enters  into  a 
contract  with  B  who  owns  timberland  or  timber  rights,  under  which 
B  with  his  own  equipment  and  employees  undertakes  to  cut  timber 
therefrom  and  deliver  it  to  the  X  company’s  premises  for  sale  to  the 
company  at  a  mutually  agreed  upon  delivered  price.  B  delivers  and 
sells  timber  to  the  company  pursuant  to  the  contract.  B  is  clearly  not 
an  employee  under  paragraph  (4)  of  the  definition.  A  service  rela¬ 
tionship,  which  is  prerequisite  to  the  application  of  this  paragraph, 
does  not  exist,  since  B,  although  one  of  the  X  company’s  suppliers,  is 
not  performing  services  for  the  company,  but  is  clearly  engaged  in  the 
selling  of  timber  in  pursuit  of  his  own  business. 

Example  (8),  bulk  oil-plant  operator. — The  X  oil  company  is  engaged 
in  the  business  of  marketing  petroleum  products  and  enters  into  a 
contract  with  A  under  which  A  is  to  operate  a  distribution  station. 
A  provides  his  own  tanks  and  trucks.  He  operates  the  station  as 
his  own  and  employs  assistants  of  his  own  choice.  A  pays  all  expenses 
arising  from  the  operation  of  the  station,  and  fixes  the  hours  and  days 
during  which  the  plant  shall  be  open. 
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The  combined  effect  of  all  the  factors  specified  in  paragraph  (4)  of 
the  definition  as  applied  in  this  case  clearly  shows,  as  in  the  case  of  the 
automobile  dealer  described  in  example  (1),  that  A  is  engaged  in  a 
business  of  his  own  and  is  not  an  employee. 

Example  (4),  part-time  nursery  stock  salesman. — The  X  company 
solicits  the  part-time  services  of  farmers  to  canvass  farm  owners  and 
operators  for  the  purchase  of  nursery  stocks  of  the  X  company.  Upon 
receipt  of  a  reply  from  A,  a  farmer,  the  X  company  furnishes  him  with 
a  catalog  and  other  materials  describing  its  products,  and  order  blanks. 
A,  in  the  off  farming  season,  and  at  such  irregular  intervals  as  he  finds 
convenient,  solicits  orders  for  the  company’s  products  from  other 
farmers  and  farm  operators.  A  is  not  required  to  meet  any  sales 
quota.  He  may  or  may  not  receive  instructions  from  the  company 
relative  to  sales  techniques  to  be  used  in  securing  orders  for  its  prod¬ 
ucts.  Upon  obtaining  an  order,  A  is  paid  a  commission  by  the  com¬ 
pany  either  upon  its  receipt  of  the  order  or  after  its  receipt  of  payment 
from  the  purchaser. 

A’s  work  is  integrated  in  the  business  of  the  X  company.  Little' 
skill,  if  any,  is  required  in  the  performance  of  the  work,  and  there  is 
no  investment  in  the  selling  activity  conducted  by  A.  A  has  an  op¬ 
portunity  to  profit  from  the  service,  but  there  is  little  or  no  chance  of 
loss.  The  relationship  contemplates  the  performance  of  sporadic 
part-time  services  only,  having  no  connection  with  A’s  regular  occu¬ 
pation  of  farming.  The  performance  of  the  service  is  neither  regular 
nor  frequent  ;  nor  is  the  relationship  permanent.  Moreover,  there  is 
no  supervision  exercised  by  the  company  over  the  performance  of  the 
service.  The  combined  effect  of  all  the  factors,  despite  the  fact  that 
A  is  not  engaged  in  a  business  of  his  own  in  selling  nursery  stocks, 
clearly  shows  that  A  is  not  an  employee  of  the  X  company. 

Example  (5) ,  construction  worker.- — A,  through  newspaper  and  other 
advertising,  offers  his  services  to  the  general  public  as  a  plastering 
contractor.  He  has  a  business  office  and  a  property  yard  where  ma¬ 
terials,  tools,  and  equipment  are  kept.  He  does  repair  work  as  well 
as  new  work,  and  operates  under  his  own  name.  Z,  a  general  con¬ 
tractor,  asks  A  for  a  bid  on  the  plastering  work  required  in  the  con¬ 
struction  of  a  new  hotel.  A  gives  Z  a  lump-sum  bid  for  completion  of 
the  plastering  work  according  to  the  plans  and  specifications  for  the 
work.  A  is  awarded  the  contract.  When  the  building  operation 
progresses  to  the  point  at  which  the  plastering  work  can  be  done, 
A  delivers  the  required  materials  to  the  job  and  performs  the  work 
with  such  of  his  men  as  are  necessary. 

A  has  an  investment  in  facilities  for  work  sufficient  to  carry  on  the 
business  of  a  plastering  contractor,  and  the  necessary  skill  required  of 
any  such  contractor.  His  net  return  from  the  performance  of  the 
contract  is  the  difference  between  the  contract  price  and  his  cost  of 
labor  and  materials,  as  a  result  of  which  he  may  realize  a  profit  or 
suffer  loss.  Although  A’s  activity  is  integrated  in  the  operations 
conducted  by  Z,  the  general  contractor,  A  in  carrying  out  his  contract 
is  furthering  his  own  good  will  and  is  acting  under  his  own  trade  name. 
Of  necessity,  A’s  activity  must  to  some  extent  be  controlled  by  the 
general  contractor,  but  such  control  as  is  exercised  relates  primarily 
to  the  completion  of  the  project  as  a  whole,  and  is  not  of  the  type 
contemplated  by  paragraph  (4)  of  the  definition.  The  relationship, 
moreover,  is  not  a  permanent  one,  and  such  relationship  as  has  been 
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entered  into  does  not  contemplate  recurrent  services  but  will  end  upon 
completion  of  the  specific  job.  Based  on  the  combined  effect  of  all 
the  factors,  A  is  not  an  employee  under  paragraph  (4)  of  the  definition 
but  is  engaged  in  a  business  of  his  own. 

Example  ( 6 ),  general  life  insurance  agent.— A.  life  insurance  company 
enters  into  an  agreement  with  an  individual  generally  known  as  a 
general  agent  after  receiving  satisfactory  proof  of  his  financial  respon¬ 
sibility  whereby  he  is  given  a.  right  to  solicit  applications,  both  per¬ 
sonally  and  through  soliciting  agents,  for  life  insurance  and  annuity 
policies  of  the  company  within  the  territory  covered  by  his  contract. 
He  is  expected  to  devote  his  entire  business  activity  to  the  solicitation 
of  applications  for  policies  of  the  company,  and,  in  conformity  with 
procedures  established  by  the  company,  to  process  and  service  the 
company’s  policies.  He  must  use  the  company’s  forms  in  such  solici¬ 
tation,  and  the  applications  are  subject  to  the  approval  of  the  com¬ 
pany.  Although  he  is  not  required  to  procure  a  definite  volume  of 
insurance,  the  company  establishes  a  quota  which  he  is  expected  to 
meet.  The  general  agent  may  solicit  and  place  applications  for  in¬ 
surance,  without  approval  from  his  company,  with  other  companies 
when  the  form  of  insurance  is  not  written  by  his  company  or  when  the 
applicant  is  known  to  be  unacceptable  to  his  company.  He  is  re¬ 
quired  to  keep  adequate  records  and  books  of  account.  The  general 
agent  pays  for  his  agency  office  space,  stenographic  assistance,  and 
telephone  facilities,  but  the  company  sometimes  furnishes  books, 
stationery,  and  other  material.  One  of  the  principal  activities  of  the 
general  agent  is  the  obtaining  of  soliciting  agents.  The  soliciting 
agents  contract  through  or  with  the  general  agent  and  constitute  his 
sales  force,  and  generally  the  company  either  signs  the  soliciting 
agent’s  contract  or  guarantees  to  the  soliciting  agent  that  the  commis¬ 
sions  provided  for  by  the  financial  terms  of  the  agreement  will  be  paid. 

Whatever  salaries,  advances  against  future  commissions,  or  loans 
are  made  to  the  soliciting  agents  are  borne  solely  or  chiefly  by  and 
at  the  risk  of  the  general  agent,  who  is  expected  to  make  a  substantial 
personal  investment  in  the  development  of  the  agency.  The  com¬ 
pensation  of  the  general  agent  is  in  the  form  of  commissions  on  all 
policies  sold  by  him  or  by  his  soliciting  agents,  and  fees  on  the  business 
handled  in  his  agency.  The  relationship  may  be  terminated  by  either 
party  on  short  notice. 

Under  the  arrangement  between  the  company  and  the  general 
agent,  the  company  exercises  some  degree  of  control  over  the  per¬ 
formance  of  the  services.  Permanency  is  present  since  the  relation¬ 
ship  implies  continuity  and  is  not  to  terminate  upon  the  performance 
of  a  specific  job.  The  performance  of  service  is  both  regular  and 
frequent.  The  activities  of  the  general  agent  and  his  staff  are  clearly 
integrated  into  the  company’s  system  of  writing  life  insurance.  On 
the  other  hand,  the  type  of  general  agent  described  above  depends 
for  much  of  his  success  upon  the  skill  in  business  management  which 
he  must  exercise  in  organizing  and  pursuing  his  activities  and  in 
training  and  supervising  his  personnel.  Moreover,  he  has  a  substan¬ 
tial  investment  in  facilities  for  the  work.  In  the  case  of  the  general 
agent  there  are  significant  opportunities  for  profit  and  risk  of  loss. 
Large  sums  may  be  risked  in  the  maintenance  of  the  agency  facilities 
and  in  the  financing  of  soliciting  agents.  The  successful  solicitor  is 
a  source  of  substantial  profit  to  the  general  agent,  who  receives  com- 


90 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949 


missions  on  the  solicitor’s  work.  Consideration  of  all  the  facts  indi¬ 
cates,  as  in  the  case  of  the  automobile  dealer  in  example  (1)  and  the 
bulk  oil  plant  operator  in  example  (3),  that  this  is  a  normal  business 
relationship  in  which  one  business  organization  obtains  the  services 
of  another  business  organization  to  perform  a  portion  of  production 
and  distribution.  The  combined  effect  of  all  the  factors  establishes 
that  the  general  agent  described  is  performing  service  in  the  pursuit 
of  his  own  business,  and  that  he  is  therefore  not  an  employee  under 
paragraph  (4)  of  the  definition. 

Example  (7),  door-to-door  salesmen. — The  X  company,  a  manufac¬ 
turer,  is  engaged  in  the  manufacture  and  sale  of  household  products. 
Sale  by  door-to-door  vendors  is  the  usual  method  of  distributing  the 
company’s  products.  The  X  company  enters  into  an  agreement  with 
a  salesman  giving  him  the  right  to  purchase  the  company’s  products 
at  wholesale  on  short-term  credit  for  door-to-door  resale  at  prices 
suggested  by  the  company.  The  agreement  specifies  the  territory  of 
the  salesman,  and  provides  that  the  profit  from  the  sale  is  his  sole 
remuneration  for  the  services.  While  no  requirement  is  imposed 
either  under  the  contract  or  in  fact  with  respect  to  a  sales  quota,  dis¬ 
counts  are  allowed  for  maintaining  a  specified  volume  of  business;  and 
the  saleman  devotes  full  time  to  the  sale  of  X  company’s  products.  A 
cash  deposit  is  required  of  the  salesman  to  establish  credit  with  the 
company  and  to  cover  samples.  The  agreement  states  that  the 
company  shall  not  have  any  right  to  exercise  control  over  the  per¬ 
formance  of  the  services  or  methods  employed  in  effecting  sales,  and 
expressly  negates  any  requirement  to  make  reports  or  attend  sales 
meetings.  There  is  no  requirement  either  express  or  implied  that  the 
salesman  is  to  furnish  services  with  respect  to  designated  or  regular 
customers  or  customers  along  a  prescribed  route.  The  agreement 
expressly  denies  the  existence  of  the  employer-employee  relationship, 
and  designates  the  salesman  an  independent  contractor.  The  com¬ 
pany,  however,  provides  training  courses,  selling  aids,  advertising, 
forms,  leads,  and  other  services  for  its  salesmen.  Such  services  are 
utilized  by  the  salesman.  The  agreement  is  terminable  by  the  com¬ 
pany  on  60  days’  notice  and  provides  for  a  refund  to  the  salesman  of 
his  deposit  and  of  the  price  paid  for  products  unsold  and  returned. 
His  earnings  from  the  relationship  are  dependent  upon  the  volume  of 
his  sales.  He  has  no  place  of  business  distinct  from  his  home,  and  he 
is  not  prohibited  from  furnishing  the  same  or  similar  services  for  any 
other  person. 

Though  the  salesman  might  not  be  considered  an  employee  under 
paragraph  (2)  or  (3)  of  the  definition,  he  is* nevertheless  an  employee 
under  paragraph  (4).  The  services  of  door-to-door  vendors  are  the 
essence  of  the  distribution  system  of  the  company.  The  right  of  the 
company  to  terminate  the  relationship  on  short  notice  is  evidence  of 
some  degree  of  control  of  the  type  contemplated  by  paragraph  (4) 
of  the  definition. 

The  agreement  between  the  company  and  the  salesman  contem¬ 
plates  a  continuing  or  permanent  relationship.  The  cash  deposit 
required  is  not  such  an  outlay  as  to  constitute  an  investment  for  the 
carrying  on  of  an  independent  business.  Although  some  skill  may  be 
required,  he  devotes  no  capital  to  a  going  business  of  his  own.  His 
relationship  with  the  company  is  permanent  and  the  performance 
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of  service  for  the  company  is  both  frequent  and  regular.  Since  the 
cash  deposit  is  refundable  and  unsold  goods  are  returnable,  the  sales¬ 
man  undertakes  little  or  no  risk  of  loss.  Despite  the  declarations  of 
the  parties  in  the  contract,  the  combined  effect  of  the  factors  clearly 
shows  that  the  salesman  is  an  employee. 

SELF-EMPLOYMENT  INCOME 

Section  211  of  the  Social  Security  Act,  as  amended  by  the  bill, 
defines  for  the  purposes  of  title  II  of  such  act  the  following  terms: 
“net  earnings  from  self-employment,”  “self-employment  income,” 
“trade  or  business,”  “partnership  and  partner,”  and  “taxable  year.” 
All  of  such  terms,  as  defined  in  section  211,  have  exactly  the  same 
meaning  as  when  used  in  the  Self-Employment  Contributions  Act 
(subch.  F  of  ch.  9  of  the  Internal  Revenue  Code,  added  by  sec.  207 
of  the  bill).  A  detailed  discussion  of  the  definitions  appears  in  the 
explanation  in  this  report  of  section  207  of  the  bill. 

It  will  be  noted,  in  connection  with  the  term  “net  earnings  from 
self-employment,”  that  income  derived  by  a  nonresident  alien  indi¬ 
vidual  from  a  trade  or  business  carried  on  within  the  United  States 
constitutes  net  earnings  from  self-employment  for  the  purposes  of 
title  II  of  the  Social  Security  Act  and  the  Self-Employment  Con¬ 
tributions  Act,  although  no  part  of  such  net  earnings  from  self- 
employment  constitutes  “self-employment  income”  as  defined  by 
section  211  (b)  of  the  Social  Security  Act  or  by  section  1641  (b)  of  the 
Self-Employment  Contributions  Act.  The  bill  provides  that  the  term 
“net  earnings  from  self-employment”  rather  than  “self-employment 
income”  is  applicable  in  determining  whether  deductions  from  bene¬ 
fits  are  to  be  made.  Thus,  a  nonresident  alien  (who  may  be  a  bene¬ 
ficiary)  can  suffer  a  deduction  from  benefits  under  sections  203  and 
220  of  the  Social  Security  Act  as  amended,  if  he  has  net  earnings  from 
self-employment  in  excess  of  $50  in  a  month  even  though  he  has  no 
“self-employment  income.” 

CREDITING  OF  SELF-EMPLOYMENT  INCOME  TO  CALENDAR  YEARS 

Section  212  of  the  Social  Security  Act  as  amended  by  the  bill  pro¬ 
vides  a  method  for  crediting  self-employment  income  derived  during 
a  taxable  year  (as  defined  in  section  211  (e))  to  calendar  years. 
Crediting  self-employment  income  to  calendar  years  is  required  in 
order  to  make  possible  computations  of  an  individual’s  average 
monthly  wage  and  determinations  of  his  years  of  coverage  and  quar¬ 
ters  of  coverage,  as  required  under  title  II  of  the  Social  Security  Act. 
Paragraph  (1)  provides  that  self-employment  iDcome  reported  for  a 
taxable  year  which  is  a  calendar  year,  or  which  is  a  part  year  beginning 
and  ending  within  the  same  calendar  year,  will  be  credited  to  such 
calendar  year.  Paragraph  (2)  provides  that  self-employment  income 
reported  for  a  taxable  year  which  is  a  fiscal  year  will  be  credited  to 
the  two  calendar  years  within  the  taxable  year  in  direct  proportion  to 
the  number  of  months  in  each  of  the  calendar  years  falling  within  the 
taxable  year.  For  the  purposes  of  this  computation,  when  a  taxable 
year  includes  a  fractional  part  of  a  month  (as,  for  example,  in  case  of 
the  death  of  an  individual)  the  part  month  will  be  considered  as  a 
month. 
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QUARTER  AND  QUARTER  OF  COVERAGE 

Definitions 

Section  213  (a)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  terms  “quarter,”  “calendar  quarter,”  and  “quarter  of 
coverage.”  As  in  the  present  law,  both  the  term  “quarter”  and  the 
term  “calendar  quarter”  are  defined  as  a  period  of  three  calendar 
months  ending  on  March  31,  June  30,  September  30,  or  December  31. 
The  term  “quarter  of  coverage”  refers  to  the  minimum  amount  of 
wages  an  individual  must  receive,  or  self-employment  income  with 
which  he  must  be  credited,  in  a  calendar  quarter  in  order  to  receive 
credit  toward  his  insured  status  for  the  period.  In  the  case  of  wages,  a 
worker  at  present  is  credited  with  a  quarter  of  coverage  toward  insured 
status  if  during  a  quarter  he  is  paid  $50  or  more  in  wages;  the  bill 
raises  the  amount  from  $50  to  $100  for  quarters  after  1949.  The  defi¬ 
nition  of  “quarter  of  coverage”  is  further  amended  to  include  a  calendar 
quarter  in  which  an  individual  is  credited  with  at  least  $200  of  self- 
employment  income.  The  crediting  of  self-employment  income  to 
quarters  of  a  calendar  year  is  treated  under  subsection  (b)  of  sec¬ 
tion  213. 

Under  the  bill,  as  at  present,  an  individual  will  not  be  credited  with 
a  quarter  of  coverage  for  any  quarter  after  the  quarter  in  which  he 
died;  of  course  no  quarter  may  be  treated  as  a  quarter  of  coverage 
until  the  beginning  of  such  quarter.  Quarters  in  a  period  of  disability 
(as  defined  in  sec.  219  (i))  cannot  be  counted  as  quarters  of  coverage 
for  later  old-age  and  survivors  insurance  benefits  (nor  are  they  counted 
against  the  individual  as  being  elapsed  quarters),  even  though  the 
disabled  individual  in  unusual  circumstances  might  earn  sufficient 
wages  or  self-employment  income  to  meet  the  required  dollar  amounts 
for  the  crediting  of  quarters  of  coverage.  The  first  and  last  quarters 
in  a  period  of  disability,  however,  may  be  counted  as  quarters  of  cover¬ 
age  (or  as  elapsed  quarters)  provided  the  disabled  person  has  sufficient 
earnings  to  meet  the  normal  requirements  for  crediting  the  quarter  as 
a  quarter  of  coverage.  This  exception  is  necessary  because  disability 
may  occur  late  in  a  quarter  or  termination  may  occur  early  in  a 
quarter,  thus  giving  the  disabled  individual  several  weeks  in  the 
respective  quarters  in  which  he  could  be  expected  to  work. 

The  provision  of  existing  law  which  permits  the  crediting  of  quarters 
of  coverage  for  each  quarter  after  the  first  quarter  of  coverage  (except 
the  quarter  of  death  or  entitlement  to  old-age  benefits  and  any  quarter 
thereafter)  in  any  year  in  which  the  worker’s  total  wages  equal  or 
exceed  $3,000  is  changed  for  years  after  1949.  The  amendment  (sec. 
213  (a)  (2)  (B)  (iii))  will  permit  crediting  a  quarter  of  coverage  for 
each  quarter  of  the  year  (subject  to  the  limitations  mentioned  in  the 
preceding  paragraph),  whether  before  or  after  the  first  earned  quarter 
ol  coverage,  il  the  individual’s  wages  and  self-employment  income 
credited  for  the  year  reach  $3,600. 

Crediting  of  self-employment  income  to  quarters  in  a  calendar  year 

Subsection  (b)  of  section  213  of  the  Social  Security  Act  as  amended 
by  the  bill  provides  a  method  for  crediting  self-employment  income  to 
calendar  quarters  for  the  purpose  of  determining  quarters  of  coverage. 
Subparagraph  (1)  provides  that  when  the  self-employment  income 
credited  to  a  calendar  year  is  $800  or  more,  one-fourth  of  it  will  be 
credited  to  each  calendar  quarter  in  the  year.  Under  subparagraphs 
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(2)  and  (3)  self-employment  income  of  less  than  $800  in  a  taxable  year 
will  be  credited  in  units  of  $200  to  calendar  quarters  in  which  the 
individual  does  not  have  a  quarter  of  coverage  by  reason  of  wages,  and 
to  quarters  not  barred  as  quarters  of  coverage  by  reason  of  death  or 
disability. 

The  first  unit  of  $200  will  usually  be  credited  to  the  last  calendar 
quarter  of  the  year  and  succeeding  units  of  $200  to  each  preceding 
quarter;  if  the  individual  died  during  the  year,  the  quarter  of  death 
will  be  considered  to  be  the  last  quarter  of  that  year.  This  rule  for 
crediting  self-employment  income  is  not  followed  during  years  in  which 
an  individual  is  found  to  have  a  compensable  disability,  i.  e.,  his  dis¬ 
ability  determination  date  under  section  219  (c)  of  the  Social  Security 
Act  (as  amended  by  the  bill)  occurs,  nor  is  it  followed  for  the  year  he 
attains  age  65  or  for  subsequent  years.  In  these  instances,  the  first 
unit  of  $200  of  self-employment  income  will  be  charged  to  the  first 
calendar  quarter  of  the  year  and  succeeding  units  to  each  succeeding 
quarter.  This  method  will  generally  result  in  crediting  self-employ¬ 
ment  income  to  calendar  quarters  which  will  be  most  beneficial  to  the 
individual. 

Crediting  of  wages  paid  in  1987 

Subsection  (c)  of  section  213  of  the  Social  Security  Act  as  amended 
by  the  bill  retains  the  provisions  of  the  present  law  governing  deter¬ 
minations  of  quarters  of  coverage  for  wages  paid  during  1937  when 
wages  were  reported  on  a  semi  annual  basis. 

INSURED  STATUS  FOR  PURPOSES  OF  OLD-AGE  AND  SURVIVORS  INSURANCE 

BENEFITS 

Section  214  of  the  Social  Security  Act  as  amended  by  the  bill  modi¬ 
fies  the  requirements  for  eligibility  for  old-age  and  survivors  insurance 
benefits  to  take  account  of  the  extension  of  coverage  and  the  addition 
of  benefits  for  permanent  and  total  disability,  as  proposed  in  the  bill. 

Fully  insured  individual 

Under  section  214  (a)  (1)  a  fully  insured  individual  may  qualify 
himself  for  old-age  insurance  benefits  and  his  dependents,  as  defined  in 
the  bill,  for  all  types  of  dependents  and  survivors  benefits.  Under  the 
present  law  (sec.  209  (g)),  an  individual  is  fully  insured  if  he  had  at 
least  one  quarter  of  coverage  for  each  two  quarters  elapsing  after  1936 
(or  after  attainment  of  age  21,  if  later)  and  before  death  or  attainment 
of  age  65,  or  if  he  had  40  quarters  of  coverage.  Section  214  (a)  (1)  (B) 
of  the  Social  Security  Act  as  amended  by  the  bill  provides  another 
means  of  qualifying  as  a  fully  insured  individual.  An  individual  can 
qualify  if  he  has  not  less  than  20  quarters  of  coverage  within  the  40- 
quarter  period  ending  with  the  quarter  in  which  he  attained  retirement 
age  or  with  any  subsequent  quarter,  or  ending  with  the  quarter  in 
which  he  died.  This  will  permit  newly  covered  individuals  to  become 
fully  insured  for  all  types  of  old-age  and  survivors  benefits  within  5 
years  after  the  effective  date  of  the  bill  even  if  they  had  no  previous 
quarters  of  coverage.  Of  course,  presently  covered  workers  will  also 
be  given  the  advantage  of  this  new  qualifying  condition. 

Section  214  (a)  (1)  is  also  different  from  existing  law  in  that  it 
excludes  from  the  count  of  quarters  in  the  elapsed  period  used  for 
determining  fully  insured  status  all  quarters  any  part  of  which  are 
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included  in  a  period  of  disability  unless  they  are  quarters  of  coverage. 
This  assures  that  an  individual  will  not  lose  insured  status  for  old-age 
or  survivors  benefits  during  or  on  account  of  any  period  during  which 
he  is  entitled  to  permanent  and  total  disability  benefits  under  title  II 
of  the  Social  Security  Act. 

Under  the  provisions  of  the  bill,  an  individual  who  becomes  per¬ 
manently  and  totally  disabled  cannot  become  entitled  to  the  new 
disability  benefits  if  he  attains  age  65  before  the  expiration  of  the 
6-montli  waiting  period  required  for  such  benefits.  In  a  very  few 
cases,  such  an  individual  might  lose  his  fully  insured  status  during  his 
waiting  period  and  thus  not  be  eligible  either  for  disability  or  old-age 
benefits.  To  avoid  such  a  loss  of  all  benefits  to  an  individual  who 
would,  but  for  his  attainment  of  age  65,  have  become  entitled  to 
disability  benefits,  section  214  (a)  (2)  of  the  Social  Security  Act  as 
amended  by  the  bill  provides  for  treating  him  as  having  fully  insured 
status  beginning  with  the  month  in  which  he  would  have  become 
entitled  to  such  disability  benefits. 

Currently  insured  individual 

Section  214  (b)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  "currently  insured  individual”  to  mean  any  individual 
who  had  not  less  than  6  quarters  of  coverage  during  the  13-quarter 
period  ending  with  the  quarter  in  which  he  died,  excluding  from  such 
period  any  quarter  any  part  of  which  is  included  in  a  period  of  dis¬ 
ability  unless  such  quarter  is  a  quarter  of  coverage.  In  the  case  of 
any  individual  who  is  not  fully  insured  at  the  time  of  his  death, 
mother’s  and  child’s  insurance  benefits  and  a  lump-sum  death  pay¬ 
ment  may  nevertheless  be  payable  if  he  meets  the  requirements  of  a 
currently  insured  individual.  The  only  substantive  change  from  exist¬ 
ing  law  made  in  this  definition  is  to  exclude  from  the  count  of  the 
quarters  in  the  elapsed  period  any  quarter  any  part  of  which  is  included 
in  a  period  of  disability.  This  change  corresponds  with  the  change 
made  in  the  definition  of  fully  insured  individuals  for  the  protection 
of  permanently  and  totally  disabled  individuals. 

COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT  AND  DISABILITY 

INSURANCE  BENEFIT 

Section  215  of  the  Social  Security  Act  as  amended  by  the  bill 
provides  the  method  of  computing  an  individual’s  primary  insurance 
amount  (from  which  old-age  and  survivors  benefits  are  computed) ,  an 
individual’s  disability  insurance  benefit,  and  an  individual’s  average 
monthly  wage.  This  section  is  not  applicable  however  in  the  cases 
where  the  conversion  table  in  section  111  of  the  bill  applies. 

Primary  insurance  amount  and  disability  benefit 

Subsection  (a)  of  section  215  defines  an  individual’s  “primary 
insurance  amount”  or  “disability  insurance  benefit”  as  an  amount 
equal  to  the  sum  of  (a)  his  base  amount  multiplied  by  his  continua¬ 
tion  factor,  and  ( b )  one-half  of  1  percent  of  his  base  amount  multi¬ 
plied  by  the  number  of  his  years  of  coverage  (commonly  called  the 
“increment”).  If  the  primary  insurance  amount  or  disability  insur¬ 
ance  benefit  thus  computed  is  less  than  $25,  it  is  to  be  increased  to  $25. 
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Base  amount 

Subsection  (b)  of  section  215  defines  an  individual’s  “base  amount” 
(as  used  in  subsection  (a))  as  an  amount  equal  to  50  percent  of  the 
first  $100  of  his  average  monthly  wage  plus  10  percent  of  the  next 
$200  of  such  wage. 

Average  monthly  wage 

Subsection  (c)  of  section  215  defines  the  “average  monthly  wage,” 
from  which  the  base  amount  is  computed,  as  the  quotient  obtained  by 
dividing  an  individual’s  total  wages  and  self-employment  income 
during  those  years  which  were  years  of  coverage  after  his  starting  date 
by  12  times  the  number  of  such  years  of  coverage  or  by  the  number 
60,  whichever  is  greater.  The  starting  date  is  1936,  1949,  or  the  year 
in  which  the  individual  attained  age  21,  whichever  yields  the  highest 
average  monthly  wage  for  an  individual. 

As  an  example,  consider  an  individual  who  entered  covered  em¬ 
ployment  for  the  first  time  in  1950  and  had  covered  wages  and  self- 
employment  income  totaling  as  follows:  1950,  $2,000;  1951,  $2,000; 
1952,  $300;  1953,  $500;  1954,  none;  1955,  $1,000;  1956,  $2,000;  and 
1957,  $2,220.  He  had  6  years  of  coverage  (1950,  1951,  1953,  1955, 
1956,  and  1957),  with  a  total  of  $9,720  in  those  years.  His  average 
monthly  wage  is  then  $9,720  divided  by  72  or  $135. 

An  average  monthly  wage  of  less  than  $50  is  to  be  increased  to  $50. 
This  will  prevent  the  total  family  benefits  payable  on  any  one  wage 
record  from  being  reduced  below  $40  a  month  by  the  application  of  the 
maximum  benefit  provisions  of  section  203. 

This  subsection  also  provides  for  excluding,  in  the  computation  of 
the  average  monthly  wage,  the  excess  over  $3,600  for  any  calendar 
year  after  1949  of  an  individual’s  wages  plus  his  self-employment 
income.  For  purposes  of  this  computation,  the  total  of  an  individual’s 
wages  and  self-employment  income  for  any  year,  and  the  amount  of 
his  average  monthly  wage,  if  not  a  multiple  of  $1,  shall  be  reduced  to 
the  next  lower  multiple  of  $1. 


Continuation  factor} 

Subsection  (d)  of  section  215  defines  the  continuation  factor  by 
which  the  base  amount  is  multiplied  in  obtaining  the  primary  insurance 
amount.  The  continuation  factor  is  the  quotient  obtained  by  divid¬ 
ing  the  number  of  an  individual’s  years  of  coverage  after  his  starting 
date  or  the  number  5,  whichever  is  greater,  by  the  number  of  his 
continuation  factor  years.  If  the  quotient  thus  obtained  is  greater 
than  1,  it  is  reduced  to  1.  An  individual’s  starting  date  for  this  pur¬ 
pose  is  1949  or  1936,  whichever  results  in  the  higher  continuation 
factor.  The  number  of  continuation  factor  years  is  defined  as  the 
calendar  years  elapsing  after  the  individual’s  starting  date  (or  after 
the  year  in  which  he  attained  the  age  of  21  if  that  is  later)  and  prior 
to  the  year  in  which  he  died  or  attained  retirement  age  (age  65), 
whichever  first  occurred  or,  in  disability  cases,  prior  to  the  year  in 
which  his  disability  determination  date  (see  sec.  219  (c))  occurred. 

Year  of  coverage 

Subsection  (e)  of  section  215  defines  a  year  of  coverage  as  a  calendar 
year  prior  to  1950  in  which  an  individual  was  paid  $200  or  more  in 
wages  or  a  calendar  year  after  1949  in  which  the  sum  of  the  wages 
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paid  to  him  and  the  self-employment  income  derived  by  him  is  $400 
or  more.  As  indicated  above,  years  of  coverage  are  used  as  the 
basis  for  figuring  the  average  monthly  wage,  the  continuation  factor, 
and  the  increment. 

Treatment  of  wages  and  self-employment  income  in  year  of  computation 

Section  215  (f)  sets  an  ending  date  for  the  period  over  which  an 
individual’s  average  monthly  wage  and  years  of  coverage  are  to 
be  determined.  When  an  individual  files  an  application  for  old-age 
or  disability  insurance  benefits,  his  average  monthly  wage  and  his 
years  of  coverage  are  to  be  determined  (prior  to  any  recomputation 
under  sec.  215  (g))  by  [including ’only  the  wages 'paid  him  prior  to 
the  quarter  in  which  he  filed  such  pplication  and  the  self-employment 
income  for  taxable  years  ending  prior  to  the  date  of  such  filing. 
Since  individuals  receiving  disability  insurance  benefits  are  automati¬ 
cally  transferred  to  the  old-age  insurance  benefit  rolls  upon  attainment 
of  age  65,  at  which  time  their  benefit  amount  must  be  computed 
anew,  their  ending  date  for  purposes  of  computing  the  average 
monthly  wage  and  the  years  of  coverage  in  connection  with  the  old-age 
insurance  benefits  is  the  date  on  which  they  became  65.  In  computing 
the  average  monthly  wage  and  the  years  of  coverage  of  any  individual 
who  dies,  no  wages  (other  than  compensation  credited  under  the 
Railroad  Retirement  Act)  paid  in  or  after  the  quarter  of  death  will  be 
counted. 

Recomputation  of  benefits 

Subsection  (g)  of  section  215  defines  the  conditions  under  which 
an  individual’s  primary  insurance  amount  or  disability  insurance 
benefit  will  be  recomputed  to  provide  higher  benefits  on  the  basis  of 
wages  or  self-employment  income  not  included  in  the  original  com¬ 
putation  or  in  previous  recomputations  of  these  amounts. 

Paragraph  (1)  of  this  subsection  permits  recomputation  of  benefit 
amounts  only  as  provided  in  the  succeeding  paragraphs,  except  that 
the  primary  insurance  amount  of  a  World  War  II  veteran  who  dies 
after  1949  and  before  July  27,  1954,  is  to  be  recomputed  under  the 
circumstances  provided  in  section  217  (b)  of  the  Social  Security  Act, 
as  amended  by  the  bill. 

Paragraph  (2)  permits  a  recomputation  of  an  old-age  insurance 
benefit,  upon  application,  to  take  account  of  wages  paid  to  and  self- 
employment  income  derived  by  the  individual  since  his  last  computa¬ 
tion  or  recomputation,  but  only  if,  because  of  the  receipt  of  wages  or 
self-employment  income,  his  benefits  have  been  subject  to  deduction 
(whether  or  not  any  deductions  have  actually  been  made  at  the  time) 
under  section  203  (b)  (1)  or  (2)  for  12  months  within  a  period  of  36 
months  occurring  after  1949  and  after  his  last  recomputation.  Such 
a  recomputation  will  not  include  wages  paid  in  the  year  in  which  the 
application  for  recomputation  is  filed  or  self-employment  income  for 
any  taxable  year  ending  after  such  filing.  This  provision  is  designed 
to  avoid  frequent  recomputations  which  would  result  in  negligible 
increases  in  benefits  at  a  disproportionate  administrative  cost. 

Paragraph  (3)  provides  for  automatic  recomputation  (without  appli¬ 
cation)  of  a  primary  insurance  amount  or  disability  insurance  benefit 
to  include  self-employment  income  for  a  taxable  year  which  had  not 
been  completed  at  the  time  of  application  and  the  income  for  which 
was  not  taken  into  account  in  the  original  computation  of  the  average 
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monthly  wage,  but  only  in  the  infrequent  case  of  an  individual  who, 
when  his  benefit  amount  was  computed  upon  his  application  for  old- 
age  or  disability  insurance  benefits,  had  less  than  5  years  of  coverage. 
This  recomputation  is  made  at  the  close  of  that  taxable  year.  Since 
the  average  monthly  wage  of  an  individual  who  has  less  than  5  years 
of  coverage  is  nevertheless  required  to  be  computed  by  dividing  his 
wages  and  self-employment  income  during  his  years  of  coverage  by 
60,  it  was  thought  desirable  to  give  him  the  advantage  of  any  self- 
employment  income  derived  during  the  taxable  year  in  which  his 
application  was  filed  as  soon  as  that  year  ended. 

Paragraph  (4)  provides  for  a  recomputation  in  certain  cases  of  the 
primary  insurance  amount  upon  which  survivors  benefits  or  a  lump¬ 
sum  death  payment  are  based  when  an  individual  entitled  to  old-age 
insurance  benefits  dies.  The  recomputation  may  be  made  only  if  the 
deceased  individual  comes  within  the  provisions  of  paragraph  (3)  or 
if  he  would,  upon  application,  have  been  entitled  to  a  recomputation 
under  paragraph  (2)  in  the  month  of  his  death  or  if  he  had  been  paid 
compensation  for  employment  under  the  Railroad  Retirement  Act 
which  is  treated  as  wages  under  title  II  of  the  Social  Security  Act  for 
purposes  of  survivors  benefits.  If  the  deceased  individual  would  have 
been  eligible  for  a  recomputation  under  paragraph  (2),  the  recompu¬ 
tation  for  his  survivors  includes  only  self-employment  income  for 
taxable  years  prior  to  his  last  one,  the  wages  paid  prior  to  the  year  of 
his  death,  and  any  railroad  compensation  paid  before  his  death;  if  he 
would  not  have  been  eligible  for  a  recomputation  under  paragraph  (2) 
at  his  death,  the  recomputation  includes  only  the  wages  and  self- 
employment  income  considered  at  his  last  computation  plus  the  rail¬ 
road  compensation. 

Paragraph  (5)  prevents  any  recomputation  from  reducing  benefits 
otherwise  payable.  No  recomputation  is  to  be  effective  unless  it 
results  in  a  higher  primary  insurance  amount  or  disability  insurance 
benefit.  If  it  does  this,  but  happens  to  result  in  a  lower  average 
monthly  wage,  the  lowering  of  such  wage  will  not  be  effective  for  pur¬ 
poses  of  the  maximum  on  family  benefits  payable  on  the  same  wage 
record  (sec.  203  (a)). 

Bounding  of  benefits 

Section  215  (h)  of  the  Social  Security  Act  as  amended  by  the  bill 
provides  that  any  monthly  benefit  which,  after  reduction  under 
applicable  sections  of  the  Social  Security  Act  (203  (a)  and  219  (e)),  is 
not  a  multiple  of  $0.10,  shall  be  raised  to  the  next  higher  multiple  of 
$0.10. 

OTHER  DEFINITIONS 

Betirement  age 

Section  216  (a)  defines  "retirement  age”  as  age  65.  This  makes  no 
change  in  existing  law;  it  is  inserted  only  for  convenience  in  reference. 

Wife 

Section  216  (b)  makes  a  small  change  in  the  definition  of  “wife.” 
Under  existing  law,  an  individual  is  considered  to  be  the  wife  of  a 
primary  beneficiary  only  if  she  has  been  married  to  him  for  at  least 
36  calendar  months  before  her  application  is  filed  unless  she  is  the 
mother  of  his  son  or  daughter.  The  bill  changes  this  time  limit  to  3 
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years.  The  change  eliminates  anomalies  which  have  arisen  as  be¬ 
tween  couples  married  early  in  a  month  and  those  married  later  in  a 
month. 

Widow 

Section  216  (c)  amends  the  definition  of  widow  in  several  respects. 
Under  existing  law  a  woman  to  be  considered  a  widow  of  an  insured 
individual  must  be  the  mother  of  his  son  or  daughter  or  must  have 
been  married  to  him  for  not  less  than  12  calendar  months  before  he 
died.  For  the  reasons  stated  above  in  connection  with  the  change  in 
the  definition  of  “wife,”  the  time  period  is  changed  to  1  year.  In 
addition,  this  subsection  (as  amended)  provides  that  if  a  widow  had 
legally  adopted  her  husband’s  son  or  daughter  before  that  child 
attained  age  18,  or  if  she  and  her  husband  together  had  legally 
adopted  a  child  under  age  18,  she  need  not  have  been  married  for  a 
year  before  his  death  to  qualify  for  benefits. 

Former  wife  divorced 

Section  216  (d)  adds  a  new  definition,  “former  wife  divorced,”  which 
is  used  (in  sec.  202  (e)  of  the  Social  Security  Act  as  amended  by  the 
bill)  with  reference  to  mother’s  insurance  benefits.  A  woman  di¬ 
vorced  from  a  deceased  individual  is  considered  to  be  a  former  wife 
divorced  only  if  she  meets  one  of  the  following  conditions:  (1)  She  is. 
the  mother  of  his  son  or  daughter,  (2)  she  legally  adopted  his  son  or 
daughter  while  she  was  married  to  him  and  while  such  son  or  daughter 
was  under  18,  or  (3)  she  was  married  to  the  deceased  individual  at  the 
time  both  of  them  legally  adopted  a  child  under  18. 

Child 

Section  216  (e)  amends  the  definition  of  “child”  to  correspond  with 
the  change  made  for  “wife,”  so  that  the  time  required  to  establish  a 
parent-child  relationship,  in  cases  of  adopted  children  or  stepchildren, 
is  expressed  in  terms  of  years  rather  than  of  months.  A  further 
change  permits  the  adopted  child  of  a  deceased  individual  to  qualify 
as  a  “child”  without  regard  to  the  length  of  time  elapsing  after  the 
adoption  and  before  the  adopting  parent’s  death. 

Determination  of  family  status 

Section  216  (f),  which  is  identical  with  sections  209  (m)  and  (n) 
of  the  existing  Social  Security  Act,  contains  rules  for  determining 
when  an  individual  is  the  wife,  widow,  child,  or  parent  of  an  insured 
individual  and  when  a  wife  or  widow  is  considered  as  living  with 
her  husband. 

Effective  dates  of  sections  209  to  216,  inclusive,  of  the  Social  Security  Act 
as  amended  by  section  104  of  the  bill 

Section  104  (b)  of  the  bill  provides  that  the  amendment  made  by  sec¬ 
tion  104  (a)  is,  with  certain  exceptions,  to  take  effect  January  1,  1950. 

The  new  requirements  for  insured  status  (sec.  214  of  the  amended 
act)  and  the  new  definitions  in  section  216  (wife,  etc.)  are  effective  in 
the  case  of  applications  for  monthly  benefits  for  months  after  1949. 
Thus,  an  individual  who  died  or  attained  age  65  prior  to  1950  may 
under  the  bill  have  an  insured  status  even  though  he  dicl  not  have  such 
status  at  the  time  he  died  or  attained  such  age.  Consistent  with  sec¬ 
tion  202  (h)  (2)  of  the  Social  Security  Act  as  amended  by  the  bill, 
applications  for  benefits  for  the  month  of  January  1950  may  be  filed 
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as  early  as  October  1949.  The  insured-status  provisions  are  effective 
in  the  case  of  applications  for  lump-sum  death  payments,  however^ 
only  with  respect  to  deaths  occurring  after  1949. 

The  new  benefit  computation  provisions  in  section  215  of  the  Social 
Security  Act  take  effect  January  1,  1950.  These  provisions,  however, 
are  not  applicable  where  a  primary  benefit  was  paid  for  a  month  before 
1950,  or  where  the  wage  earner  died  before  1950  and  a  monthly  benefit 
was  paid  on  the  basis  of  his  wages  for  a  month  before  1952  or  a  lump¬ 
sum  death  payment  was  made.  Benefits  paid  on  the  basis  of  such  an 
individual’s  wages  for  months  after  1949  are  not  to  be  computed  under 
the  new  provisions  of  the  Social  Security  Act  but  are  instead  to  be 
increased  as  provided  in  section  111  of  the  bill.  If  such  wage  earner 
becomes  entitled  to  a  recomputation  under  section  215  (g),  then  the 
recomputation  will  be  made  under  the  new  provisions  of  section  215*. 

WORLD  WAR  II  VETERANS 

Section  105  of  the  bill  adds  a  new  section  217  to  the  Social  Security 
Act,  which  replaces  the  present  section  210  guaranteeing  temporary 
survivor  protection  to  certain  World  War  II  veterans.  The  new  sec¬ 
tion  provides  veterans  with  wage  credits  for  World  War  II  military 
service,  and  continues  without  change  or  extension  the  survivor 
protection  now  provided  under  section  210. 

Subsection  (a)  of  section  217  would  provide  World  War  II  veterans 
(including,  with  certain  minor  exceptions,  individuals  who  died  in  serv¬ 
ice)  with  wage  credits  of  $160  for  each  month  any  part  of  which  was 
spent  in  military  or  naval  service  during  World  War  II.  The  wage 
credits  would  be  used  in  determining  the  monthly  benefits  payable  to  a 
veteran  and  his  dependents,  or  to  his  survivors,  for  any  month  after 
1949  regardless  of  whether  death  occurred  prior  to  1950,  and  in  deter¬ 
mining  the  lump-sum  death  payment  payable  to  the  survivors  of  a 
veteran  who  dies  after  1949.  The  subsection  would  not  apply  to  any 
benefit  or  payment  if  a  larger  benefit  or  payment  would  be  payable 
without  its  application. 

Subsection  (b)  is  included  so  as  to  carry  over  into  the  amended  law, 
with  appropriate  changes  to  take  account  of  other  amendments  to  the 
Social  Security  Act,  the  provision  for  the  special  3-year  survivor 
protection  for  veterans  under  section  210  of  the  present  Social  Security 
Act. 

Paragraph  (1)  of  this  subsection  applies  to  those  eligible  veterans 
who  died  after  1949,  and  to  those  who  died  before  1950  where  no 
lump-sum  death  payment,  and  no  monthly  benefit  for  any  month 
prior  to  1952,  was  paid.  In  such  cases  the  new  benefit  formula 
(sec.  215  of  the  Social  Security  Act)  will  be  used.  In  all  other  cases, 
the  present  section  210  of  the  act  and  the  existing  method  of  com¬ 
puting  benefits  (with  the  increase  provided  in  sec.  Ill  of  the  bill 
through  the  conversion  table)  continue  to  apply.  The  paragraph 
provides  that  the  veterans  to  whom  it  applies,  and  who  die  within 
3  years  after  separation  from  service,  will  be  deemed  to  have  died 
fully  insured  with  an  average  monthly  wage  of  $160.  For  purposes  of 
the  increment  given  for  each  year  of  coverage,  the  veteran  would  be 
deemed  to  have  been  paid  the  required  amount  of  wages  in  each  year 
in  which  he  had  30  days  or  more  of  wartime  military  service.  The 
paragraph  further  provides  that  subsection  (b)  will  not  apply  (1)  if  a 
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larger  benefit  or  payment  would  be  payable  without  it,  (2)  if  pension  or 
compensation  is  determined  by  the  Veterans’  Administration  to  be 
payable  because  of  the  veteran’s  death,  (3)  if  the  veteran  died  in  serv¬ 
ice,  or  (4)  if  lie  was  discharged  or  released  from  military  service  after 
July  26,  1951.  These  provisions  are  the  same  as  those  now  contained 
in  section  210. 

Paragraph  (2)  of  the  subsection  contains  provisions  substantially 
identical  with  those  now  in  section  210  for  effectuating  cooperation 
between  the  Veterans’  Administration  and  the  Federal  Security 
Administrator  in  order  to  carry  out  the  provision  in  paragraph  (1) 
that  the  subsection  is  inapplicable  where  veterans’  benefits  are  pay¬ 
able. 

Subsection  (c)  of  the  new  section  217  provides  that  the  parent  of  a 
World  War  II  veteran  who  has  died  before  1950  shall  have  at  least 
until  July  1950  to  file  proof  of  support.  Proof  of  support  is  ordinarily 
required  to  be  filed  by  the  parent  within  2  years  after  the  wage  earner’s 
death,  as  a  condition  of  eligibility  for  parents’  benefits.  Parents  of 
veterans  who  died  prior  to  January  1,  1948,  could  therefore  not  be¬ 
come  eligible  for  benefits  on  the  basis  of  wage  credits  provided  by  the 
new  section  217  (a)  unless  some  extension  of  time  for  filing  is  given. 

Subsection  (d)  authorizes  annual  appropriation  to  the  trust  fund  of 
the  sums  necessary  to  meet  the  additional  costs  of  the  benefits  and 
lump-sum  death  payments  resulting  from  the  section. 

Subsection  (e)  contains  definitions  to  be  used  for  purposes  of  section 
217.  Paragraph  (1)  defines  “World  War  II”  as  the  period  beginning 
with  September  16,  1940,  and  ending  at  the  close  of  July  24,  1947. 
(September  16,  1940,  is  the  enactment  date  of  the  Selective  Training 
and  Service  Act  of  1940;  July  25,  1947,  is  the  date  set  as  the  termina¬ 
tion  of  World  War  II  by  Public  Law  239,  80th  Cong.,  for  purposes 
of  the  present  sec.  210  of  the  Social  Security  Act.) 

Paragraph  (2)  defines  a  “World  War  il  veteran”  as  any  person 
who  served  in  the  active  military  or  naval  service  during  World 
War  II,  and  who,  if  discharged,  was  discharged  under  conditions  other 
than  dishonorable  and  either  after  90  days  of  service  or  because  of  a 
service-connected  disability.  It  does  not,  however,  include  any  indi¬ 
vidual  whose  death  while  in  the  active  military  or  naval  service  was 
inflicted  (other  than  by  an  enemy  of  the  United  States)  as  lawful 
punishment  for  a  military  of  naval  offense. 

COVERAGE  OF  STATE  AND  LOCAL  EMPLOYEES 

Section  106  of  the  bill  would  add  to  the  Social  Security  Act  a  new 
section,  numbered  218,  under  which  the  protection  of  the  insurance 
program  could  be  extended  to  employees  of  States  and  their  political 
subdivisions  and  instrumentalities  by  means  of  agreements  negotiated 
between  the  States  and  the  Federal  Security  Administrator. 

Purpose  of  agreement 

Subsection  (a)  of  section  218  provides  that  the  Federal  Security 
Administrator  shall  enter  into  an  agreement  at  the  request  of  a  State 
for  the  purpose  of  extending  old-age,  survivors,  and  disability  insur¬ 
ance  coverage  to  the  employees  of  the  State  or  of  any  political  sub¬ 
division  or  instrumentality  of  the  State.  The  agreement  is  to  include 
such  provisions,  not  inconsistent  with  those  specified  in  the  bill,  as  the 
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State  may  request.  The  subsection  also  provides  that,  notwithstand¬ 
ing  the  general  exclusions  of  agricultural  labor,  domestic  service,  or 
service  performed  by  a  student,  such  service  may  be  covered  (at  the 
option  of  the  State)  if  it  is  included  under  an  agreement. 

Definitions 

Subsection  (b)  of  section  218  defines  certain  significant  terms  used 
in  the  section. 

Paragraph  (1)  provides  that  the  term  “State”  shall  not  include  the 
District  of  Columbia.  As  a  consequence,  no  agreement  could  be  made 
with  the  District.  Agreements  could  be  made,  however,  for  covering 
the  employees  of  Territorial  and  local  governments  in  Hawaii,  Alaska, 
and  the  Virgin  Islands,  and  also  (subject  to  the  provisions  of  sec.  221) 
in  Puerto  Rico. 

Paragraph  (2)  defines  “political  subdivision”  to  include  instrumen¬ 
talities  of  the  State,  of  a  political  subdivision,  or  of  any  combination 
of  the  foregoing. 

Paragraph  (3)  defines  “employee”  to  include  an  officer  of  a  State 
or  political  subdivision. 

Paragraph  (4)  defines  “retirement  system”  as  “any  pension,  annu¬ 
ity,  retirement  or  similar  fund  or  system”  established  by  a  State  or 
political  subdivision.  For  purposes  of  determining  the  permitted 
coverage  under  an  agreement,  a  “State-wide  retirement  system”  is 
defined  as  a  retirement  system  established  by  a  State  which  covers 
(a)  employees  of  the  State  and  employees  of  one  or  more  political 
subdivisions,  or  ( b )  employees  of  at  least  two  political  subdivisions. 

Paragraph  (5)  defines  “coverage  group”  primarily  for  purposes  of 
subsection  (c),  which  governs  the  coverage  of  groups  which  may  be  in¬ 
cluded  in  or  excluded  under  an  agreement.  A  coverage  group  in  general 
would  consist  of  employees  of  the  State  or  employees  of  a  single  politi¬ 
cal  subdivision,  but,  because  of  the  special  treatment  accorded  to  mem¬ 
bers  of  retirement  systems,  all  employees  (whether  State  or  local) 
covered  by  a  State-wide  retirement  system  would  be  excluded  from 
the  general  coverage  groups  and  regarded  as  constituting  a  separate 
coverage  group. 

Services  covered 

Subsection  (c)  of  section  218  of  the  Social  Security  Act  as  amended 
by  the  bill  specifies  the  services  which  may  be  covered  by  an  agree¬ 
ment  or  modification  of  an  agreement. 

Paragraph  (1)  requires  an  agreement  to  cover  any  one  or  more 
coverage  groups  designated  by  the  States. 

Paragraph  (2)  provides  that  if  any  employees  of  a  coverage  group 
are  to  be  covered  by  an  agreement,  then  all  employees  in  that  coverage 
group  (except  for  certain  classes  which  might  be  excluded  pursuant  to 
paragraphs  (3)  or  (5)  of  subsection  (c)  or  pursuant  to  subsection  (d)) 
would  have  to  be  included  under  the  agreement.  This  provision  is 
necessary  to  protect  the  system  from  adverse  selection. 

Paragraph  (3)  of  subsection  (c)  permits  the  State  to  exclude  from 
the  agreement  all  services  in  any  class  or  classes  of  elective  or  part- 
time  jobs,  or  jobs  compensated  on  a  fee  basis,  in  any  coverage  group. 
The  State  would  also  be  permitted  to  exclude  any  services  of  an 
emergency  nature. 
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Paragraph  (4)  gives  the  State  the  right  to  have  the  agreement 
amended  to  cover  additional  coverage  groups  or  services  not  pre¬ 
viously  covered,  so  long  as  the  extension  is  consistent  with  the  other 
provisions  of  the  section. 

Paragraph  (5)  permits  the  State  to  exclude  from  any  coverage  group 
agricultural  labor,  domestic  service  or  service  performed  by  a  student, 
if  such  service  would  be  excluded  from  compulsory  coverage  under  the 
act  if  performed  for  an  employer  other  than  a  governmental  unit. 

Paragraph  (6)  prevents  the  agreement  from  apptying  to  any  services 
performed  in  a  hospital,  home,  or  other  institution  by  a  patient  or 
inmate  thereof  or  any  services  performed  by  an  individual  in  a  work 
relief  or  other  program  designed  to  relieve  him  from  unemployment. 

Referendum,  in  case  of  retirement  systems 

Subsection  (d)  of  section  218  outlines  the  conditions  under  which 
services  performed  in  jobs  covered  by  retirement  systems  may  be 
included  in  an  agreement. 

Paragraph  (1)  requires  that  before  jobs  covered  by  a  retirement 
system  in  effect  when  the  agreement  was  entered  into  may  be  included 
in  the  original  agreement,  the  State  must  request  that  they  be  in¬ 
cluded,  and  the  governor  of  the  State  must  certify  that  a  written 
referendum  was  held  and  that  not  less  than  two-thirds  of  the  voters 
voted  in  favor  of  being  included.  The  voters  must  be  employees  in 
affected  positions  and  persons  21  years  of  age  or  older  who  were 
receiving  period  payments  under  the  retirement  system. 

Paragraph  (2)  establishes  the  same  requirement  regarding  modifi¬ 
cations  of  agreements;  the  requirement  would  apply  to  retirement 
systems  in  effect  when  the  modification  was  agreed  to. 

Paragraph  (3)  specifies  the  period  of  time  within  which  the  written 
referendum  must  be  held.  It  provides  that  the  referendum  must  be 
held  within  the  period  beginning  1  year  before  the  effective  date  of 
the  agreement  (or  modification)  and  ending  on  the  date  the  agreement 
(or  modification)  is  entered  into. 

Payments  and  reports  by  States 

Subsection  (e)  of  section  218  requires  the  State  to  agree  to  pay 
amounts  equivalent  to  the  sum  of  the  employee  and  employer  taxes 
which  would  be  imposed  under  sections  1400  and  1410  of  the  Internal 
Revenue  Code  if  the  services  covered  under  the  agreement  constituted 
employment  under  section  1426  of  such  code.  It  also  requires  the 
State  to  agree  to  comply  with  regulations,  relating  to  payments  and 
reports,  prescribed  by  the  Administrator  to  carry  out  the  purposes 
of  the  section. 

Effective  date  of  agreement 

Section  218  (f)  provides  that  an  agreement  or  modification  of  an 
agreement  might  be  made  effective  on  a  date  specified  in  the  agree¬ 
ment.  However,  no  agreement  or  modification  could  be  effective 
prior  to  January  1,  1950,  or,  except  for  an  agreement  or  modification 
agreed  to  prior  to  January  1,  1952,  prior  to  the  calendar  year  in  which 
it  was  consummated.  This  latter  exception  to  the  general  rule  for 
agreements  or  changes  made  prior  to  1952  is  intended  to  give  the 
States  sufficient  time  to  negotiate  the  agreements  in  the  early  days  of 
the  new  program  without  unduly  penalizing  their  employees  under 
the  eligibility  and  benefit-computation  provisions  of  the  system  be¬ 
cause  of  unavoidable  delay  in  this  process. 
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Termination  oj  agreement 

Subsection  (g)  of  section  218  of  the  Social  Security  Act  as  amended 
by  the  bill  specifies  the  conditions  under  which  an  agreement  may  be 
terminated. 

Paragraph  (1 )  authorizes  the  State  to  terminate  an  agreement  in  its 
entirety  or  with  respect  to  any  coverage  group.  However,  an  agree¬ 
ment  cannot  be  terminated  in  its  entirety  until  the  agreement  has 
been  in  effect  for  at  least  5  years,  nor  can  it  be  terminated  for  any 
coverage  group  until  the  affected  group  has  been  covered  for  at  least 
5  years;  furthermore,  any  such  termination  would  be  conditioned 
upon  the  receipt  by  the  Administrator,  after  the  end  of  the  5-year 
period,  of  2  years’  advance  notice  in  writing.  Consequently,  the 
minimum  duration  of  an  agreement  would  be  7  years,  and  the  mini¬ 
mum  period  of  coverage  for  a  single  coverage  group  (as  long  as  the 
agreement  itself  remained  in  effect)  would  also  be  7  years. 

Paragraph  (2)  would  direct  the  Administrator  to  terminate  an 
agreement  in  its  entirety,  or  with  respect  to  any  coverage  group,  if  it 
appeared,  after  reasonable  notice  and  opportunity  for  hearing,  that 
the  State  had  failed,  or  was  not  able  legally,  to  comply  substantially 
with  the  terms  of  the  agreement.  The  agreement  would  be  terminated 
in  its  entirety  if  the  lack  of  compliance  affected  all  the  services  covered 
under  the  agreement;  otherwise  only  those  coverage  groups  affected 
would  have  their  coverage  terminated.  The  Administrator  might 
give  the  State  as  long  as  2  years  to  rectify  the  deficiency.  If  the 
State  failed  to  do  so,  the  termination  would  be  effected. 

Paragraph  (3)  provides  that  if  an  agreement  with  a  State  is  termi¬ 
nated  in  its  entirety  no  agreement  with  such  State  may  be  made 
again.  If  the  termination  affects  only  particular  groups,  those 
groups  may  not  again  be  included  under  an  agreement.  This  restric¬ 
tion  is  necessary  to  protect  the  insurance  trust  fund  from  excessive 
drains  caused  by  movement  into  and  out  of  the  system. 

Deposits  in  trust  fund;  adjustments 

Section  218  (li)  specifies  that  all  payments  received  by  the  Secre¬ 
tary  of  the  Treasury  under  State  agreements  shall  be  deposited  in  the 
trust  fund.  Overpayments  or  underpayments  of  amounts  due  would 
be  adjusted,  without  interest,  in  accordance  with  regulations  pre¬ 
scribed  by  the  Administrator.  Where  overpayments  cannot  be 
adjusted  in  this  manner  the  amounts  overpaid  will  be  paid  out  of  the 
trust  fund  to  the  State. 

Regulations 

Section  218  (i)  of  the  Social  Security  Act  as  amended  by  the  bill 
provides  that  the  regulations  of  the  Administrator  under  the  section 
shall  be  designed  to  make  the  requirements  imposed  on  the  States 
similar,  so  far  as  practicable,  to  requirements  imposed  on  employers 
under  the  Federal  Insurance  Contributions  Act  and  title  II  of  the 
Social  Security  Act. 

Failure  to  make  payments 

Section  218  (j)  establishes  penalties  for  failure  by  the  States  to  pay 
the  amounts  due  under  the  agreement  on  time.  Interest  at  the  rate 
of  6  percent  per  annum  would  be  added  where  the  State  did  not  make 
payments  when  due.  In  addition,  the  Administrator  might  deduct 
the  amount  of  such  delinquent  payments,  plus  interest,  from  grants 
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to  the  State  under  any  other  provision  of  the  Social  Security  Act;  for 
example,  matching  grants  for  public  assistance.  The  amounts  so 
deducted  are  to  be  deemed  to  have  been  paid  to  the  State  under  that 
other  provision,  and  are  appropriated  to  the  trust  fund. 

Instrumentalities  of  two  or  more  States 

Subsection  (k)  of  section  218  provides  that,  at  the  request  of  any 
instrumentality  of  two  or  more  States,  the  Federal  Security  Admin¬ 
istrator  may  enter  into  an  agreement  with  that  instrumentality  for 
coverage  of  its  employees.  As  far  as  practicable,  such  an  agreement 
must  conform  to  the  other  provisions  of  the  section. 

Delegation  of  junctions 

Section  218  (1)  of  the  Social  Security  Act,  as  amended  by  the  bill, 
authorizes  the  Administrator,  pursuant  to  agreement  with  the  head 
of  any  Federal  agency,  to  delegate  any  of  his  functions  under  the 
section  to  any  officer  or  employee  of  that  agency,  or  to  utilize  the 
services  and  facilities  of  that  agency  in  the  administration  of  the 
section.  The  purpose  of  this  provision  is  to  enable  the  Federal  Secu¬ 
rity  Administrator  to  delegate  routine  duties  in  connection  with  the 
securing  of  wage  records  and  similar  functions.  The  expenses  incurred 
by  the  agency  whose  services  or  facilities  are  utilized  would  be  paid 
in  advance  or  by  way  of  reimbursement,  as  might  be  agreed  upon. 

PERMANENT  AND  TOTAL  DISABILITY  INSURANCE  BENEFITS 

Section  107  of  the  bill  contains  provisions  for  the  payment  of 
monthly  benefits  to  insured  workers  who  are  permanently  and  totally 
disabled.  Title  II  of  the  Social  Security  Act  is  amended  by  the  addi¬ 
tion  of  sections  219  and  220,  which  specify  the  conditions  for  entitle¬ 
ment  to  and  payment  of  disability  benefits. 

Conditions  of  entitlement 

Section  219  (a)  sets  forth  the  conditions  governing  application  for, 
and  entitlement  to,  disability  insurance  benefits.  Disability  insur¬ 
ance  benefits  will  be  paid  to  insured  workers  who  are  unable  to  perform 
any  substantially  gainful  work  as  the  result  of  permanent  and  total 
disability,  and  to  those  who  are  blind.  To  qualify  for  such  benefits, 
disabled  individuals  must  be  under  65  years  of  age,  must  apply  for 
the  benefits,  and  must,  while  permanently  and  totally  disabled,  serve 
a  waiting  period.  Except  for  claimants  who  file  delayed  applications 
during  a  grace  period  before  1953,  the  waiting  period  consists  of  the 
month  which  includes  the  day  on  which  disability  is  determined  to 
have  occurred  (called  the  disability  determination  date,  as  defined  in 
subsection  (c))  and  the  six  calendar  months  following  such  month. 
A  longer-than-normal  waiting  period  may  result  during  the  initial 
grace  period  prior  to  1953,  when  claimants  filing  delayed  applications 
may  be  permitted  a  disability  determination  date  as  far  back  as  June 
30,  1950  (see  subsec.  (c))  in  order  to  protect  their  insured  status. 

Entitlement  to  permanent  and  total  disability  benefits  begins  with 
the  first  month  after  the  waiting  period  and  ends  when  the  beneficiary 
ceases  to  be  disabled,  becomes  65,  or  dies.  To  be  valid,  an  application 
must  be  filed  no  earlier  than  7  months  prior  to  the  month  of  entitle¬ 
ment.  Persons  who  file  a  late  application  may  be  paid  retroactive 
disability  insurance  benefits  for  not  more  than  3  months. 
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Determination  of  insured  status 

Section  219  (b)  provides  that,  to  be  insured  for  disability  insurance 
benefits,  a  claimant  must  have  (1)  6  quarters  of  coverage  within  the 
13-quarter  period  which  ends  with  the  quarter  in  which  his  disability 
determination  date  occurred;  and  (2)  20  quarters  of  coverage  within 
the  40-quarter  period  which  ends  with  the  quarter  in  which  his  disa¬ 
bility  determination  date  occurred.  In  case  an  individual  was  previ¬ 
ously  entitled  to  disability  benefits,  quarters  in  the  previous  period  of 
disability  (defined  in  subsection  (i)),  except  the  first  and  last  quarters 
of  such  period  if  they  are  quarters  of  coverage,  are  excluded  from  the 
count  of  elapsed  quarters  for  insured  status. 

Disability  determination  date 

Section  219  (c)  provides  the  method  for  determining  the  date  on 
which,  for  benefit  purposes,  a  disability  is  deemed  to  have  begun. 
'Where  an  individual  has  not  worked  for  some  time  and  alleges  that 
this  was  due  to  disability,  it  may  be  medically  and  administratively 
difficult  to  ascertain  accurately  at  what  time  in  the  past  his  condition 
became  totally  disabling.  For  this  reason  the  existence  of  total 
disability  will  be  recognized  for  benefit  determination  purposes  for 
only  a  limited  time  prior  to  the  filing  of  an  application.  Tbe  date  on 
which  the  compensable  disability  is  deemed  to  have  begun  is  called 
the  disability  determination  date. 

Paragraph  (1)  provides  that  for  claimants  who  file  before  1953, 
the  disability  determination  date  will  be  whichever  of  the  following 
days  is  the  latest:  The  day  the  disability  actually  began;  June  30, 
1950;  or  the  first  day  of  the  first  quarter  in  which  the  claimant  had 
insured  status  for  disability  benefits.  The  last  of  these  dates  allows 
for  the  relatively  few  cases  where  the  individual  is  not  insured  in  the 
quarter  in  which  he  actually  became  disabled  but  would  become 
insured  at  some  later  date  as  the  result  of  wages  earned  prior  to  disa¬ 
bility  but  paid  afterward,  or  as  the  result  of  the  special  rule  where  he 
is  credited  with  $3,600  of  wages  and  self-employment  income.  (See 
sec.  213  (a)  (2)  (B)  (iii) .)  This  rule  will  give  permanently  disabled 
workers  who  are  potential  claimants  a  reasonable  period  of  time  (as 
much  as  2  years  after  first  benefits  are  payable)  in  which  to  learn 
about  their  rights  under  the  new  provisions,  and  will  protect  their 
insured  status  if  they  should  delay  in  filing.  Following  this  grace 
period,  the  provisions  of  paragraph  (2)  will  go  into  effect. 

Paragraph  (2)  provides  that  for  those  who  file  after  1952,  the  dis¬ 
ability  determination  date  will  be  whichever  of  the  following  days 
is  the  latest:  The  day  the  disability  actually  began;  the  first  day  of 
the  tenth  month  prior  to  the  month  of  filing  (thus  allowing  for  the 
waiting  period  and  the  3-month  retroactive  benefit  period) ;  or  the  first 
day  of  the  first  quarter  in  which  the  claimant  had  insured  status  for 
disability  benefits.  These  limitations  make  it  important  for  claimants 
to  file  timely  application  for  benefits,  since  undue  delay  may  result 
in  the  expiration  of  insured  status.  (See  subsec.  (b).) 

Determination  of  disability 

Section  219  (d)  directs  the  Administrator  to  determine  or  redeter¬ 
mine  periodically  an  individual’s  entitlement  to  disability  insurance 
benefits,  and  authorizes  the  Administrator  to  provide  by  regulation 
for  such  examinations  as  he  deems  necessary  to  make  these  deter- 
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minations.  Reexamination  at  regular  intervals,  such  as  6  months  or 
a  year,  would  be  prescribed  according  to  the  judgment  of  physicians 
reviewing  each  case;  in  cases  where  recovery  was  obviously  impossible, 
such  as  dismemberment,  reexamination  might  be  waived.  The 
Administrator  is  authorized  to  pay  the  necessary  travel  and  subsist¬ 
ence  expenses  of  the  individual  in  connection  with  such  examination; 
procedures  would  be  similar  to  those  followed  by  the  Veterans’ 
Administration.  If  the  examining  physician  is  not  an  employee  of 
the  United  States,  payment  of  a  fee  for  the  examination  is  authorized. 
Examination  costs,  including  such  fees,  expenses  of  travel  and  labora¬ 
tory  analyses,  will  be  paid  from  the  trust  fund  by  means  of  annual 
appropriations,  in  the  same  manner  as  present  administrative  expenses 
are  paid. 

Reduction  of  benefit 

Section  219  (e)  provides  for  adjustment  of  disability  insurance 
benefits  where  workmen’s  compensation  benefits  are  payable  for  the 
same  disability  during  the  same  period  of  time.  In  such  cases,  before 
any  deductions  are  made,  the  disability  insurance  benefit  will  be 
reduced  by  an  amount  equal  to  one-half  of  whichever  of  the  two 
benefits  is  the  smaller.  Where  disability  insurance  benefits  have 
already  been  paid,  the  required  reduction  will  be  made  by  deductions 
from  any  other  benefits;  i.  e.,  old-age  or  survivors  benefits  or  subse¬ 
quent  disability7"  benefits,  payable  under  title  il  on  the  basis  of  the 
individual’s  wages  or  self-employment  income.  When  a  workmen’s 
compensation  benefit  is  paid  on  other  than  a  monthly  basis,  reduction 
of  disability  benefits  must  be  made  in  such  amounts  as  will  most 
nearly  approximate  the  prescribed  reduction  in  the  case  of  those  paid 
on  a  monthly  basis. 

Sometimes  it  may  not  be  clear  whether  or  not  an  individual  will 
be  eligible  for  a  workmen’s  compensation  benefit  which  would  require 
a  reduction  of  disability  insurance  benefits.  In  such  cases,  the 
Administrator  may,  as  a  condition  to  certification,  require  adequate 
assurance  of  reimbursement  in  case  such  workmen’s  compensation 
benefits  do  become  payable.  This  might  be  accomplished  through 
agreements  under  which  workmen’s  compensation  agencies,  individual 
claimants,  or  insurance  carriers  would  reimburse  the  trust  fund  in 
such  cases,  if  permitted  by  State  law;  or,  in  the  absence  of  suitable 
arrangements  for  reimbursement,  disability  insurance  benefits  can  be 
reduced  temporarily  by  an  amount  based  on  a  presumed  workmen’s 
compensation  benefit,  pending  final  outcome  of  the  individual’s  claim 
for  workmen’s  compensation. 

“Workmen’s  compensation  benefit”  is  defined  as  a  cash  benefit, 
allowance,  or  compensation  payable  under  any  workmen’s  com¬ 
pensation  law  or  plan  of  the  United  States  or  of  any  State. 

Termination  of  entitlement  to  benefits  by  Administrator 

Section  219  (f)  empowers  the  Administrator  to  deny  or  terminate 
entitlement  to  benefits  of  any  individual  who  has  refused  to  submit 
himself  for  examination  or  reexamination  in  accordance  with  regula¬ 
tions,  or  has  without  good  cause  refused  to  accept  available  rehabilita¬ 
tion  services  under  a  State  plan  approved  under  the  Vocational  Reha¬ 
bilitation  Act  after  being  directed  by  the  Administrator  to  do  so. 
What  constitutes  “good  cause”  will  be  a  matter  for  administrative 
determination  (subject  to  judicial  review),  based  on  findings  of 
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special  hardship  or  other  valid  considerations  in  individual  cases. 
Benefits  may  also  be  denied  or  terminated  if  an  individual  is  outside 
the  United  States  and  the  Administrator  finds  that  adequate  arrange¬ 
ments  have  not  been  made  for  determining  or  redetermining  such 
individual's  disability.  These  provisions  are  designed  to  assure  strict 
proof  of  disability  and  continuing  disability  in  order  to  protect  the 
trust  fund  and  prevent  the  payment  of  benefits  in  doubtful  cases. 

Cooperation  with  agencies  and  groups 

Section  219  (g) :  The  Administrator  is  authorized  by  subsection  (g) 
of  section  219  to  enter  into  voluntary  working  agreements  or  other¬ 
wise  secure  the  cooperation  of  appropriate  public  and  private  agencies, 
groups,  or  organizations  which  may  be  able  to  assist  disabled  persons 
and  aid  in  the  effective  administration  of  disability  benefits.  It  is 
expected  that  there  will  thereby  be  achieved  in  this  program  the 
same  close  cooperation  with  local  sources  for  aiding  the  disabled  as 
exists  today  between  the  Bureau  of  Old-Age  and  Survivors  Insurance 
and  local  agencies  in  meeting  the  needs  of  aged,  widowed,  and  child 
beneficiaries. 

Definitions  of  “ disability ”  and  “permanently  and  totally  disabled 
individuals'’ 

Section  219  (h)  defines  “disability”  as  inability  to  engage  in  any 
substantially  gainful  activity  by  reason  of  any  medically  demonstra¬ 
ble  physical  or  mental  impairment  which  is  permanent.  To  meet 
this  definition,  it  will  be  necessary  to  show  clearly  through  medical 
and  other  evidence  that  the  individual’s  impairment  does  in  fact 
render  him  incapable  of  performing  any  substantially  gainful  activity. 
Under  this  definition,  conditions  which  usually  respond  to  therapy 
and  may  normally  be  expected  to  result  in  recovery  would  be  ruled 
out,  unless  there  are  circumstances  in  a  particular  case,  such  as  ad¬ 
vanced  age  of  the  claimant  or  history  of  previous  episodes,  which 
will  lead  medical  judgment  to  the  conclusion  that  the  condition  is 
permanent. 

“Blindness”  also  constitutes  “disability.”  “Blindness”  is  defined 
as  central  visual  acuity  of  5/200  or  less  in  the  better  eye  with  correct¬ 
ing  lenses;  an  eye  in  which  the  visual  field  is  reduced  to  5°  or  less  con¬ 
centric  contraction  is  considered  as  having  a  central  visual  acuity  of 
5/200  or  less.  A  medical  finding  of  blindness  would  alone  be  sufficient 
proof  that  a  claimant  is  a  “permanently  and  totally  disabled  individ¬ 
ual.”  Permanently  disabled  blind  persons  whose  visual  handicap 
does  not  meet  this  definition  may,  nevertheless,  meet  the  general  defini¬ 
tion  of  disability  if  they  are  found  unable  to  engage  in  any  substan¬ 
tially  gainful  activity  by  reason  of  visual  impairment. 

A  “permanently  and  totally  disabled  individual”  is  one  who  has  a 
disability  as  defined  above. 

Definition  of  “period  of  disability” 

Section  219  (i)  defines  “period  of  disability”  as  including  the  period 
of  one  or  more  consecutive  calendar  months  for  which  an  individual 
was  entitled  to  a  disability  insurance  benefit  and,  in  addition,  (1)  where 
the  application  for  disability  benefits  is  filed  before  1953,  the  six  or 
more  calendar  months  preceding  such  period  and  following  the  month 
in  which  the  disability  determination  date  occurs,  or  (2)  where  appli¬ 
cation  for  benefits  was  filed  after  1952,  the  six  calendar  months  pre¬ 
ceding  such  period. 
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DEDUCTIONS  FROM  DISABILITY  INSURANCE  BENEFITS 

'Events for  which  deductions  are  made 

Section  220  (a)  of  the  Social  Security  Act  as  amended  by  the  bill 
specifies  the  events  which  will  cause  disability  insurance  benefits  to 
be  suspended  for  any  month.  Deductions  in  the  amount  of  the  dis¬ 
ability  insurance  benefit  will  be  made  for  any  month  in  which  the 
beneficiary  (1)  rendered  services  for  remuneration  of  more  than  $50 
in  any  type  of  employment  anywhere,  whether  or  not  included  as  em¬ 
ployment  for  coverage  purposes  under  section  210;  oi  (2)  is  charged, 
pursuant  to  subsection  (c),  with  net  earnings  of  more  than  $50  from 
any  type  of  self-employment,  whether  or  not  included  as  self-employ¬ 
ment  income  under  section  211  (see  subsec.  (d));  or  (3)  fails  to  submit 
himself  for  examination  in  accordance  with  regulations;  or  (4)  refuses 
without  good  cause  to  accept  rehabilitation  services  available  to  him 
under  a  State  plan  approved  under  the  Vocational  Rehabilitation  Act 
after  direction  to  do  so;  or  (5)  is  outside  the  United  States,  and  no 
adequate  arrangements  have  been  made  for  determining  or  redeter¬ 
mining  his  disability.  If  in  the  judgment  of  the  Administrator  it  will 
aid  in  the  process  of  rehabilitation,  the  Administrator  may,  for  a 
period  not  to  exceed  12  months,  suspend  or  modify  the  wage  and  self- 
employment  earnings  limitations  of  clauses  (1)  and  (2)  above  with 
respect  to  any  individual  who  is  receiving  rehabilitation  services  under 
an  approved  State  plan. 

'Occurrence  oj  more  than  one  event 

Section  220  (b)  provides  that  only  a  single  deduction  will  be  made 
(i.  e.,  an  amount  equal  to  1  month’s  disability  insurance  benefit)  for 
any  month  in  which  there  occurs  more  than  one  of  the  conditions 
enumerated  in  subsection  (a)  which  require  deductions.  Net  earnings 
from  self-employment  which  are  charged  to  a  particular  month  will 
be  treated  as  an  event  occurring  in  that  month. 

Months  to  which  net  earnings  are  charged 

Section  220  (c)  prescribes  the  method  for  charging  to  specific 
months  the  net  earnings  from  self-employment  of  disability-insurance 
beneficiaries.  (See  sec.  203  (e)  of  the  Social  Security  Act  as  amended 
by  the  bill  for  similar,  although  not  identical,  provisions  with  respect 
to  the  net  earnings  from  self-employment  of  all  other  types  of  bene¬ 
ficiaries.)  Any  month  to  which  the  net  earnings  so  charged  exceed 
$50  will  be  subject  to  a  benefit  deduction  in  accordance  with  section 
220  (a)  (2).  No  month  of  an  individual’s  taxable  year  will  be  charged 
with  more  than  $50  of  net  earnings  from  self-employment  unless  net 
earnings  exceed  the  product  of  $50  times  the  number  of  months  in 
such  year.  In  this  case,  each  month  of  the  year  is  first  to  be  charged 
with  $50  of  net  earnings  from  self-employment;  then  the  amount  of 
net  earnings  in  excess  of  the  product  is  to  be  charged  in  units  of  $50, 
beginning  with  the  last  month  of  the  taxable  year  and  progressing 
toward  the  first  month  of  the  taxable  year.  The  paragraph  provides 
further  that  no  part  of  the  excess  net  earnings  from  self-employment  is 
to  be  charged  to  any  month  (1)  for  which  the  individual  was  not  en¬ 
titled  to  a  benefit  under  this  title,  or  (2)  in  which  any  of  the  other  de¬ 
duction  events  enumerated  in  section  220  (a)  occurred,  or  (3)  in  which 
the  individual  did  not  engage  in  self-employment.  With  respect  to 
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item  (3),  an  individual  is  presumed  to  have  engaged  in  self-employ¬ 
ment  in  a  month  until  he  shows  to  the  satisfaction  of  the  Adminis¬ 
trator  that  he  rendered  no  substantial  services  in  such  month  with 
respect  to  any  trade  or  business  the  net  income  or  loss  of  which  is 
includible  in  determining  his  net  earnings  from  self-employment. 
The  methods  and  criteria  for  determining  whether  or  not  an  individual 
has  rendered  substantial  services  will  be  established  by  regulations. 

Special  rule  for  computation  of  net  earnings  from  self-employment 
Section  220  (d)  provides  that,  for  individuals  receiving  disability 
insurance  benefits,  net  earnings  from  self-employment  will  be  com¬ 
puted  in  accordance  with  the  provisions  of  section  211,  enlarged  to 
include  income  received  from  all  types  of  self-employment,  e.  g.,  farm¬ 
ing,  holding  public  office,  or  serving  as  a  minister.  This  subsection 
provides  further  that  the  net  earnings  of  such  individuals  shall  be 
computed  without  regard  to  sections  116,  212,  213,  251,  and  252  of  the 
Internal  Revenue  Code,  which  set  forth  special  rules  for  computing 
gross  income  and  deductions  of  nonresident  aliens  and  citizens  of  the 
United  States  or  its  possessions  residing  abroad.  The  effect  of  these 
provisions  is  to  take  into  account,  in  making  benefit  deductions,  all  net 
income  from  self-employment  that  a  citizen  or  alien  disability  bene¬ 
ficiary  may  earn  whether  within  or  outside  the  United  States. 

Penalty  for  failure  to  report  certain  events 

Section  220  (e)  imposes  a  penalty  deduction  equal  to  1  month’s 
benefit,  in  addition  to  the  regular  deduction,  for  knowing  failure  to 
report  promptly  the  occurrence  in  a  month  of  any  of  the  deduction 
events  specified  in  section  220  (a)  (other  than  the  charging  of  net 
earnings  from  self-employment  in  excess  of  $50,  which  is  treated  sepa¬ 
rately  in  subsection  (f)).  The  first  penalty  deduction  in  any  indi¬ 
vidual  case  will,  however,  not  exceed  1  month’s  benefit,  regardless  of 
the  number  of  months  for  which  the  individual  failed  to  report. 

Report  to  Administrator  of  net  earnings  from  self-employment 

Section  220  (f)  imposes  a  penalty  deduction,  equal  to  the  benefit  for 
the  last  month  in  the  taxable  year,  for  failure  to  report,  by  the  fifteenth 
day  of  the  third  month  after  the  close  of  the  taxable  year,  net  earnings 
from  self-employment  which  would  cause  regular  deductions  under 
section  220  (a)  (2).  After  the  fourth  month  following  the  close  of 
the  taxable  year,  a  penalty  deduction  in  the  same  amount  will  be 
imposed  for  each  month  or  fraction  of  a  month  during  which  such 
failure  continues;  but  the  total  number  of  penalty  deductions  may 
not  exceed  the  number  of  months  in  the  taxable  year  for  which  the 
individual  received  and  accepted  benefits  and  for  which  deductions 
for  self-employment  are  imposed  (see  sec.  220  (a)  (2)).  For  a  first 
failure  to  report,  only  one  penalty  deduction  will  be  imposed,  even 
though  more  than  one  such  deduction  would  otherwise  be  made  by 
this  subsection.  If,  before  the  end  of  the  taxable  year,  the  Adminis¬ 
trator  is  reasonably  certain,  from  information  received,  that  an  indi¬ 
vidual’s  earnings  for  that  year  will  result  in  benefit  deductions,  he 
may  immediately  suspend  such  individual’s  benefit  payments  until 
he  determines  whether  or  not  deductions  will  be  imposed  for  that 
year.  The  suspensions  so  made  are  in  the  nature  of  temporary  deduc¬ 
tions.  After  the  report  for  the  year  becomes  available  and  the 
deductions  to  be  imposed  are  finally  established,  any  necessary  adjust- 
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ment  for  the  difference  between  the  current  suspensions  and  the 
deductions  imposed  by  section  220  (a)  would  then  be  made.  He  is 
also  authorized  to  require  an  individual,  before  the  close  of  the 
taxable  year,  to  make  a  declaration  of  estimated  net  earnings  from 
self-employment  for  that  year  and  furnish  other  necessary  information. 
Failure  to  comply  will  constitute  justification  for  assuming  the 
individual  will  have  earnings  for  which  ^deductions  will  be  imposed 
for  the  taxable  year  in  question. 

EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO 

Section  108  of  the  bill  adds  a  new  section  221  to  the  Social  Security 
Act  which  provides  that  Puerto  Rico  will  be  covered  under  title  II  of 
the  Social  Security  Act  if  the  Governor  certifies  to  the  President  of 
the  United  States  that  the  Puerto  Rican  Legislature  has  adopted  a 
concurrent  resolution  to  the  effect  that  it  desires  coverage.  Coverage 
of  Puerto  Rico  would  be  effective  on  January  1  of  the  first  calendar  year 
beginning  more  than  90  days  after  receipt  by  the  President  of  the 
Governor’s  certification. 

RECORDS  OF  WAGES  AND  SELF-EMPLOYMENT  INCOME 

Section  109  of  the  bill  makes  a  number  of  technical  amendments  in 
section  205  of  the  Social  Security  Act  and  is  intended  principally  to 
clarify  the  statute  of  limitations  in  the  present  act  which  governs  the 
circumstances  under  which  corrections  or  changes  may  Be  made  in 
earnings  records  maintained  by  the  Administrator. 

Because  of  the  addition  of  benefits  for  a  former  wife  divorced  (sec. 
202  (e)  of  the  Social  Security  Act),  section  109  (a)  of  the  bill  provides 
for  adding  such  individuals  to  the  persons  listed  in  section  205  (b)  of 
the  Social  Security  Act  who  may  request  information  regarding  a  wage 
earner’s  or  self-employed  person’s  record. 

Section  109  (b)  of  the  bill  revises  section  205  (c)  of  the  act  in  several 
respects  including  changes  necessary  to  provide  for  maintaining 
records  of  earnings  of  self-employed  persons.  Paragraph  (1)  of  the 
revised  205  (c)  includes  definitions  of  “accounting  period”  and  of 
“time  limitation”  for  convenience  of  reference  and  because  of  certain 
necessary  differences  between  the  reporting  of  wages  and  of  self- 
employment  income.  The  “Lime  limitation”  applied  to  wages  and 
self-emplojunent  income  is  coordinated  with  the  corresponding  period 
within  which  taxes  may  be  assessed.  A  definition  of  “survivor”  is 
included  to  simplify  references  throughout  the  subsection. 

The  term  “accounting  period”  is  defined  as  a  calendar  quarter  in 
the  case  of  wages  and  a  taxable  year  in  the  case  of  self-employment 
income.  The  term  “time  limitation”  is  defined  as  4  years  1  month 
in  the  case  of  wages  and  4  years  2  months  15  days  in  the  case  of 
self-employment  income.  The  term  “survivor”  is  defined  to  mean  a 
spouse,  former  wife  divorced,  child,  or  parent  who  survives  the  wage 
earner  or  self-employed  person. 

Paragraphs  (2)  and  (3)  of  the  revised  section  205  (c)  continue  the 
provisions  of  existing  law  as  now  contained  in  section  205  (c)  (1)  of 
the  Social  Security  Act  and  make  such  provisions  applicable  to  self- 
employment  income.  They  direct  the  Administrator  to  establish  and 
maintain  records  of  the  earnings  of  individuals  and  to  inform  them, 
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upon  request,  of  the  amounts  in  such  records.  They  also  make  the 
records  evidence  of  the  earnings  of  individuals  and  the  absence  of 
entries  for  any  period  evidence  that  no  wages  were  paid  or  self- 
employment  income  derived  during  such  period. 

Paragraph  (4)  states  the  conditions  under  which  the  Administrator’s 
records  may  be  revised.  Prior  to  the  expiration  of  the  time  limita¬ 
tions,  the  Administrator  may  revise  his  records  if  any  error  in  them 
is  brought  to  his  attention.  This  is  the  same  as  existing  law.  Changes, 
however,  have  been  made  in  the  provisions  relating  to  the  effect  of 
the  records  and  revisions  which  may  be  made  in  them  after  the  expira¬ 
tion  of  the  time  limitations.  As  changed,  the  provisions  relating  to 
the  Administrator’s  records  after  the  4-year  time  limitation  provide 
that,  after  such  period,  (1)  the  amounts  of  wages  or  self-employment 
income  as  shown  on  the  records  for  any  period  shall  be  conclusive  for 
such  period;  (2)  the  absence  of  any  entry  in  the  records  as  to  the  wages 
alleged  to  have  been  paid  by  an  employer  in  an  accounting  period 
shall  be  presumptive  evidence  that  no  wages  were  paid  by  such 
employer  in  the  accounting  period;  and  (3)  the  absence  of  an  entry 
as  to  self-employment  income  in  an  accounting  period  is  conclusive 
unless  it  is  shown  that  a  tax  return  of  such  income  was  filed  before 
the  expiration  of  the  time  limitation  following  the  accounting  period. 
However,  certain  corrections  are  specifically  permitted  after  the  end 
of  the  time  limitation. 

The  presumption  that  no  wages  were  paid  an  individual  by  an  em¬ 
ployer  in  a  quarter  in  the  absence  of  an  entry  of  such  wages  in  the 
records  may  be  overcome  by  proof  that  the  wages  had  been  paid. 

Where  no  entry  of  self-employment  income  appears  on  the  records 
and  it  is  shown  that  a  tax  return  was  filed  by  the  individual  within  the 
time  limitation,  the  Administrator  is  required  to  enter  upon  the  record 
the  self-employment  income  for  such  period. 

The  present  provision  of  205  (c)  (3)  of  the  Social  Security  Act,  per¬ 
mitting  revision  of  the  records  after  the  time  limitation  if  the  Adminis¬ 
trator  was  on  notice  of  an  error  before  the  end  of  the  period,  is  deleted. 
Determination  of  what  constitutes  “notice”  has  proved  administra¬ 
tively  cumbersome.  Instead  paragraph  (5)  of  section  205  (c)  as 
revised  by  the  bill  authorizes  corrections  after  the  time  limitation 
if  an  application  for  monthly  benefits  or  a  lump-sum  payment  is  filed 
within  the  time  limitation  and  no  final  decision  has  been  made  on  it, 
or  if  a  written  request  for  a  revision  of  the  records  is  made  within  the 
time  limitation,  but  no  such  revision  may  be  made  after  final  decision 
upon  such  application  or  upon  such  request. 

In  addition,  the  conditions  under  which  the  Administrator  may 
correct  his  records  after  the  end  of  the  time  limitation,  even  though 
no  application  for  benefits  or  revision  was  filed  within  the  period,  are 
expanded  in  ways  designed  to  correct  certain  anomalies  occurring 
under  existing  law.  The  revised  section  205  (c)  would  permit  revi¬ 
sion  after  the  end  of  the  time  limitation — 

(1)  To  correct  any  mechanical,  clerical,  or  other  errors  apparent 
on  the  face  of  the  records. 

(2)  To  transfer  items  to  or  from  records  of  the  Railroad  Retire¬ 
ment  Board,  if  such  items  were  reported  to  the  wrong  agency. 

(3)  To  delete  or  reduce  any  items  entered  through  fraud. 

(4)  To  conform  the  Administrator’s  records  with  specified 
tax  returns  or  informational  statements  filed  with  the  Commis- 
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sioner  of  Internal  Revenue.  However,  in  the  case  of  a  tax  or 
information  return  in  respect  of  self-employment  income  filed 
after  the  end  of  the  time  limitation  following  the  taxable  year, 
corrections  of  the  Administrator’s  records  will  not  be  made 
except  to  include  self-employment  income  for  such  year  in  an 
amount  not  in  excess  of  the  amount  (if  any)  which  has  been  de¬ 
leted  (after  the  end  of  the  time  limitation)  as  payments  errone¬ 
ously  included  in  such  records  as  wages  paid  to  such  individual 
during  such  taxable  year.  This  prohibition  against  entries  with 
respect  to  self-employment  income  after  the  end  of  the  time  lim¬ 
itation  applies  not  only  to  cases  in  which  the  individual  volun¬ 
tarily  files  a  tax  return,  but  also  to  cases  in  which  the  Commis¬ 
sioner  asserts  an  underpayment  of  the  self-employment  tax. 

(5)  To  include  wages  paid  by  an  employer  to  an  individual  in 
an  accounting  period  where  there  is  a  complete  absence  of  any 
entry  in  the  records  of  wages  having  been  paid  by  such  employer 
during  such  period. 

(6)  To  enter  certified  items  transferred  by  the  Railroad 
Retirement  Board  in  cases  in  which  survivors  benefits  under  the 
Social  Security  Act  are  to  be  based  on  a  combination  of  social- 
security  wages  and  railroad  compensation. 

Paragraph  (6)  of  the  revised  section  205  (c)  continues  the  require¬ 
ment  in  existing  law  that  written  notice  of  any  deletion  or  reduction 
of  wages  be  given  to  the  individual  whose  record  is  involved  where  he 
has  previously  been  notified  by  the  Administrator  of  his  wages  for 
the  accounting  period  involved.  Notice  of  a  deletion  or  reduction 
of  self-employment  income  is  required  to  be  given  to  the  individual 
involved  in  all  cases  because  such  individuals,  having  made  out  their 
own  returns,  have  notice  of  the  amount  of  self-employment  income  that 
should  be  shown  on  the  records.  An  individual’s  survivor  is  also  to 
be  notified  of  any  deletion  or  reduction  if  either  the  individual  or  the 
survivor  has  previously  been  notified  of  the  amount  of  wages  and 
self-employment  income  appearing  on  the  Administrator’s  records 
for  the  accounting  period  involved. 

Paragraph  (7)  of  the  revised  section  205  (c)  gives  the  Administra¬ 
tor  discretion  to  prescribe  the  period,  after  any  change  or  refusal  to 
change  his  records,  within  which  an  individual  or  his  survivor  may 
be  granted  a  hearing  upon  request.  Under  the  present  law,  the  hear¬ 
ing  must  be  requested  before  the  running  of  the  time  limitation 
or  within  60  days  thereafter;  but  may  not  be  requested  thereafter. 
Thus  some  individuals  have  a  very  long  period  within  which  to  make 
a  request  while  other  individuals  have  no  opportunity  to  request  a 
hearing.  Under  the  amendment,  the  Administrator  will  have  the 
authority  to  establish  reasonable  and  equitable  regulations  governing 
the  period  within  which  a  hearing  must  be  requested. 

Paragraph  (8)  continues  existing  law  providing  for  judicial  review 
(as  provided  in  section  205  (g))  of  the  Administrator’s  decisions  under 
section  205  (c). 

Section  109  (c)  of  the  bill  further  amends  section  205  of  the  Social 
Security  Act  by  the  addition  of  three  new  subsections.  These  deal 
with  special  problems  arising  out  of  extension  of  coverage  to  employees 
of  nonprofit  institutions  and  certain  Federal  employees  and  the  neces¬ 
sity  for  continuing  the  provisions  of  existing  law  for  the  coordination 
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between  survivors  benefits  under  the  Social  Security  Act  and  the 
Railroad  Retirement  Act. 

The  new  subsection  (o)  gives  effect  to  the  special  arrangements  for 
covering  employees  of  nonprofit  organizations  without  jeopardizing 
the  tax-exempt  status  of  these  organizations.  In  the  provisions  of  the 
bill  amending  the  Internal  Revenue  Code  it  is  provided  that  nonprofit 
organizations  are  entitled  to  an  exemption  from  the  employer  tax  of 
the  program,  but  that  an  organization  may  waive  its  exemption  and 
pay  the  employer  tax.  Subsection  i^o)  provides  that  if  the  employer 
has  waived  his  exemption  the  employee  will  receive  full  credit  toward 
benefits  for  wages  paid  for  employment  for  the  nonprofit  organization; 
otherwise  the  employee  will  receive  credit  for  only  half  the  wages  paid 
for  such  employment. 

The  new  subsection  (p)  provides  that  if  no  person  exists  who  could, 
upon  application,  become  entitled  to  a  monthly  survivors  annuity 
under  section  5  of  the  Railroad  Retirement  Act  of  1937,  or  to  a  lump¬ 
sum  payment  under  subsection  (f)  (1)  of  that  section,  with  respect  to 
the  death  of  an  employee  (as  defined  in  such  act),  railroad  compensa¬ 
tion  shall  be  counted  on  the  same  basis  as  old-age  and  survivors 
insurance  wages  or  self-employment  income  in  determining  the  rights 
of  the  employee's  survivors  to  a  lump-sum  death  payment  or  to 
monthly  survivors  benefits  under  the  Social  Security  Act.  The  sub¬ 
section  would  not  permit  transfer  of  compensation  credited  by  reason 
of  military  service  where  the  employee  is  credited  with  wages  under 
title  II  of  the  Social  Security  Act  for  such  service  for  the  same  period 
of  time.  None  of  the  provisions  of  the  subsection  would  be  applicable 
where  larger  benefits  would  be  payable  under  title  II  without  its 
application.  This  section,  like  the  new  section  202  (j)  provided  for 
in  section  101  (a)  of  the  bill,  is  necessary  to  continue  the  existing 
coordination  of  survivors  benefits  under  the  railroad  retirement  and 
old-age  and  survivors  insurance  programs. 

Paragraph  (1)  of  the  new  subsection  (q)  provides  that  the  Federal 
Security  Administrator  shall  not  make  determinations  as  to  employ¬ 
ment  or  wages  with  respect  to  service  in  the  employ  of  the  United 
States  or  its  wholly  owned  instrumentalities,  but  shall  accept  the 
determinations  of  the  head  of  the  appropriate  Federal  agency  or 
instrumentality.  This  provision  represents  an  extension  of  present 
provisions  of  title  II  of  the  Social  Security  Act  applicable  to  services 
for  the  Maritime  Commission  and  the  Bonneville  Power  Administra¬ 
tion.  Heads  of  agencies  or  instrumentalities  are  authorized  by 
paragraph  (2)  to  make  necessary  certifications  to  the  Federal  Security 
Administrator  with  respect  to  services  under  their  jurisdiction. 
Paragraph  (3)  makes  the  subsection  applicable  to  service  in  certain 
activities  conducted  by  an  instrumentality  of  the  United  States 
subject  to  the  jurisdiction  of  the  Secretary  of  Defense  (such  as  post 
exchanges)  and  designates  the  Secretary  of  Defense  as  the  head  of  such 
instrumentalities  for  the  purposes  of  the  title. 

MISCELLANEOUS  AMENDMENTS 

Section  110  of  the  bill  makes  several  changes  of  a  technical  nature 
in  the  remaining  provisions  of  title  II  of  the  Social  Security  Act. 

Since  States  entering  into  agreements  with  the  Federal  Security 
Administrator  for  coverage  of  the  State  and  local  employees  are  re- 
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quired  (under  the  new  sec.  218  of  the  Social  Security  Act)  to  pay 
amounts  equivalent  to  the  employer  and  employee  taxes  to  the  Secre¬ 
tary  of  the  Treasury,  provision  is  made  for  including  such  amounts  as 
part  of  the  trust  fund  (sec.  201  (a)). 

The  time  for  the  filing  of  the  annual  report  of  the  Board  of  Trustees 
of  the  trust  fund  has  been  moved  from  the  first  day  of  each  regular 
session  of  the  Congress  to  March  1  of  each  year  in  order  to  give  the 
Federal  Security  Agency  the  additional  time  which  experience  has 
shown  it  needs  in  order  to  assemble  the  data  required  for  this  report 
(sec.  201  (b)). 

Although  the  Board  of  Trustees  is  now  required  to  submit  an  annual 
report  to  the  Congress,  there  is  no  authorization  to  have  this  report 
printed.  It  is  therefore  necessary  each  year  to  pass  a  resolution 
authorizing  the  printing  of  this  report,  in  order,  among  other  things, 
to  obtain  a  sufficient  number  of  printed  copies  for  the  Members  and 
the  staff  of  the  Congress.  Section  110  of  the  bill  would  amend  the 
applicable  provisions  of  the  Social  Security  Act  so  as  to  authorize  the 
printing  of  the  annual  report  as  a  House  document  (sec.  201  (b)). 

Under  the  present  law  all  taxes  collected  for  the  old-age  and 
survivors  program  are  appropriated  to  the  trust  fund,  but  any  re¬ 
quired  refunds  of  such  taxes  are  made  from  general  revenues.  The 
bill  would  change  this  by  authorizing  such  refunds  to  be  made  from 
the  trust  fimd  after  1949  (sec.  201  (f)). 

In  order  to  facilitate  the  operations  of  the  Board  of  Trustees  of  the 
trust  fund,  the  bill  would  amend  the  Social  Security  Act  so  as  to 
designate  the  Commissioner  for  Social  Security  of  the  Federal  Se¬ 
curity  Agency  as  secretary  of  the  board  (sec.  201  (b)).  The  board 
would  also  be  given  the  additional  function  of  recommending  admin¬ 
istrative  procedures  and  policies  designed  to  effectuate  the  proper 
coordination  of  the  social  insurances  (sec.  201  (b)). 

The  bill  would  eliminate  from  provisions  relating  to  the  trust  fund 
the  authorization  to  appropriate  to  it  from  the  general  funds  of  the 
Treasury  such  additional  sums  as  may  be  required  to  finance  the 
benefits  and  payments  provided  by  the  insurance  program. 

In  view  of  the  addition  of  disability  insurance  to  the  existing  pro¬ 
gram,  the  heading  of  title  II  of  the  Social  Security  Act  and  the  title 
of  the  Federal  old-age  and  survivors  insurance  trust  fund  have  been 
amended  to  include  a  reference  to  disabilitv  insurance. 

This  section  of  the  bill  would  also  do  what  has  already  been  accom¬ 
plished  in  effect  by  the  Reorganization  Plan  of  1946  by  changing 
all  references  to  the  Social  Security  Board  in  title  II  of  the  Social 
Security  Act  to  the  Federal  Security  Administrator.  In  addition, 
references  in  title  II  to  the  Federal  Insurance  Contributions  Act  (the 
short  title  of  the  Internal  Revenue  Code  provisions  relating  to  collec¬ 
tion  of  taxes  for  the  old-age  and  survivors  insurance  program)  have 
been  changed  to  subchapters  A  and  F  of  the  Internal  Revenue  Code 
in  order  to  avoid  confusion  and  to  include  the  new  provisions  of  the 
code  relating  to  the  collection  of  taxes  from  the  self-employed. 

INCREASE  OF  EXISTING  BENEFITS 

Section  111  (a)  of  the  bill  provides  a  table  by  which  the  primary 
insurance  amount  of  certain  individuals  who  have  died  or  received 
primary  insurance  benefits  before  1950  may  be  increased.  This 
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method  of  increasing  the  benefits  of  individuals  now  on  the  rolls  will 
permit  substantial  administrative  savings,  as  compared  with  individ¬ 
ual  recomputation  of  benefit  amounts,  and  will  assure  that  the  increased 
amounts  of  benefits  will  reach  the  beneficiaries  within  a  reasonable 
time.  The  table  has  been  so  constructed  that,  on  the  average,  bene¬ 
fits  derived  by  its  use  will  be  about  70  percent  higher  than  at  present. 
The  percent  of  increase  is  larger  for  the  lower  benefits  than  for  higher 
ones. 

The  table  to  be  used  is  as  follows: 


I 

Primary  insurance 
benefit  before  1950 

n 

Primary 
insurance 
amount  after 
1949 

III 

Assumed  av¬ 
erage  monthly 
wage  for 
purpose  of 
computing 
maximum 
benefits 

I 

Primary  insurance 
benefit  before  1950 

n 

Primary 
insurance 
amount  after 
1949 

III 

Assumed  av¬ 
erage  monthly 
wage  for 
purpose  of 
computing 
maximum 
benefits 

$10 

$25.  00 
26.  30 

$50.  00 
52.  00 

$29 . . . 

50. 00 

133.  00 

$11 

$30. _ _ 

50. 90 

141.00 

$12 

27.  50 

54.  50 

$31 . . . . 

51.80 

149.  00 

$13 . . . . 

28.  70 

57.  00 

$32 . . . . 

52.  70 

157.  00 

$14 

29.  80 

59.  50 

$33 _ 

53.  60 

165.  00 

$15 

30.  90 

62. 00 

$34 _ 

54.  50 

173. 00 
181.  00 

$16  .. 

32. 00 

64.  50. 
66.  50 

$35.  ; . . 

55.  40 

$17 

33. 10 

$36 _ 

56. 30 

189. 00 
196.  00 

$18  .  .  _ 

34.  20 

68.  50 

$37 . . . . 

57.  20 

$19 

35.  20 

70.  50 

$38 _ 

58. 10 

203. 00 
210.  00 

$20  .  .  _ 

36. 30 

72.  50 

$39 _ 

59.  00 

$21 

37.40 

74.  50 

$40 _ 

59. 90 

217.  00 
224.  00 

$22  _ 

38.70 

77.  50 

$41 _ _ 

60.80 

$23 

40.  30 

82.  50 

$42 _ _ _ 

61.  70 

231.  00 
238.  00 
244,  00 
250.  00 

$24 

42.  40 

88.  50 

$43 _ 

62.  60 

$25 

44.  50 

97.  00 

$44 _ 

63.  50 

$26  . 

46.  30 

106.  00 

$45 _ _ _ 

64.  40 

$27 

47.  80 

116.  00 

$46 _ 

64.40 

250. 00 

$28 _ 

49. 00 

125. 00 

Subsection  (b)  provides  that  the  table  shall  be  used  to  determine 
the  increased  primary  insurance  amount  for  any  person  to  whom  a 
primary  insurance  benefit  was  paid  for  a  month  before  1950.  Thus, 
both  the  old-age  benefit  for  any  month  after  1949  and  the  dependents 
and  survivors  benefits  based  on  the  primary  insurance  amount  of  an 
individual  who  had  received  a  primary  insurance  benefit  before  1950 
will  be  increased  as  shown  in  the  table.  The  table  will  also  be  used 
to  determine  the  new  primary  insurance  amount  in  the  case  of  an  in¬ 
dividual  who  died  before  1950,  where  a  monthly  benefit  based  on  his 
wages  was  paid  for  any  month  prior  to  1952  or  a  lump-sum  death  pay¬ 
ment  was  made  on  the  basis  of  his  wages.  In  these  cases  of  death 
prior  to  1950,  the  primary  insurance  benefit  (to  which  the  table  is  to 
be  applied)  would  be  determined  under  the  existing  provisions  of 
title  II  of  the  Social  Security  Act,  except  that  if  the  deceased  individual 
was  a  World  War  II  veteran  his  primary  insurance  benefit  would  be 
determined  under  the  provisions  of  section  217  (a)  of  the  amended  act, 
if  this  would  result  in  a  higher  primary  insurance  benefit  for  him.  The 
primary  insurance  benefit  so  determined  would  then  be  increased 
according  to  the  table. 

Under  these  provisions,  the  table  will  be  applied  where  the  primary 
insurance  benefit  has  been  calculated  under  the  old  formula  and  some 
benefit  has  been  paid  on  the  basis  of  that  calculation.  Most  claims 
for  survivors  benefits  and  for  lump-sum  death  payments  based  on 
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deaths  occurring  prior  to  1950  will  have  been  made  and  a  payment 
certified  prior  to  1952.  However,  in  those  cases  in  which  no  payment 
has  been  made  for  a  month  before  1952  for  a  death  occurring  before 
1950,  the  calculation  of  benefits  will  be  made  on  the  basis  of  the  new 
formula  as  if  the  death  had  occurred  after  1950.  This  will  reduce  the 
administrative  problems  connected  with  the  change  in  the  method  of 
calculating  benefits. 

In  the  case  of  any  individual  living  after  1949  who  was  entitled  to 
but  was  not  paid  primary  insuiance  benefits  prior  to  1950  (because  he 
never  actually  “retired”),  and  in  the  case  of  any  individual  who  died 
prior  to  1950  and  on  the  basis  of  whose  record  no  monthly  benefit  was 
paid  for  any  month  prior  to  1952  and  no  lump-sum  death  payment 
was  made,  the  primary  insurance  amount  is  determined  under  the  new 
formula  contained  in  section  215  of  the  Social  Security  Act  as  amended 
by  this  bill. 

Subsection  (c)  provides  that  the  primary  insurance  benefit  of  any 
living  individual  to  whom  a  primary  insurance  benefit  was  paid  for  any 
month  prior  to  1950  shall,  without  application,  be  recomputed  under 
the  existing  benefit  formula  as  of  December  1949  if  the  individual 
rendered  services  in  that  month  for  wages  of  $15  or  more,  or  if  he  is  a 
World  War  II  veteran.  In  the  latter  case,  the  recomputation  is  to  be 
made  after  the  inclusion  of  wage  credits  on  account  of  military  service 
as  provided  in  section  217  (a)  of  the  Social  Security  Act  as  amended 
by  this  bill. 

If  the  recomputed  amount  is  larger  than  the  previous  amount,  that 
larger  amount  shall  be  the  primary  insurance  benefit  used  in  column  I 
of  the  table.  The  effect  of  this  subsection  is  to  base  the  individual’s 
increased  primary  insurance  amount  on  the  highest  primary  insurance 
benefit  which  his  wage  record  could  yield  as  of  December  1949. 

Subsection  (d)  of  section  111  of  the  bill  provides  that  if  the  primary 
insurance  amount  of  an  individual  is  determined  by  use  of  the  table, 
his  average  monthly  wage  shall,  for  the  purpose  of  determining  the 
maximum  amount  of  family  benefits  on  his  wage  record,  also  be 
determined  by  the  table.  This  will  assure  maximum  benefits  reason¬ 
ably  related  to  the  new  levels  of  the  primary  insurance  amounts 
established  by  the  table.  The  new  average  wage  so  determined  will 
not  be  reduced,  for  purposes  of  the  maximum,  as  the  result  of  any 
recomputation  under  section  215  (g)  of  the  Social  Security  Act. 

Subsection  (e)  provides  that  when  the  table  is  to  be  used  and  an 
individual’s  primary  insurance  benefit  falls  between  the  amounts 
shown  on  any  two  consecutive  lines  in  column  I  of  the  table  (i.  e., 
where  it  is  not  a  multiple  of  $1),  his  primary  insurance  amount  and 
average  monthly  wage  shall  be  determined  by  regulations  which  will 
yield  results  consistent  with  those  obtained  under  the  preceding 
provisions  for  individuals  whose  present  primary  insurance  benefits 
are  a  multiple  of  $1.  An  example  of  how  this  subsection  would  be 
applied  follows:  If  an  individual  had  a  primary  insurance  benefit 
before  1950  of  $27.25,  his  primary  insurance  amount  after  1949  will 
be  $48.10,  which  is  one-fourth  of  the  way  between  $47.80  (the  new 
primary  insurance  amount  for  an  individual  whose  primary  insurance 
benefit  before  1950  was  $27)  and  $49  (the  new  primary  insurance 
amount  for  an  individual  whose  primary  insurance  benefit  before 
1950  was  $28).  In  such  a  case  the  assumed  average  monthly  wage 
for  the  purpose  of  computing  maximum  monthly  benefits  after  1949 
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will  be  $118.25,  which  is  one-fourth  of  the  way  between  $116  (the 
assumed  average  monthly  wage  of  an  individual  whose  primary  insur¬ 
ance  benefit  before  1950  was  $27)  and  $125  (the  assumed  average 
monthly  wage  of  an  individual  whose  primary  insurance  benefit  before 
1950  was  $28) .  The  provision  for  reducing  the  average  monthly  wage, 
if  it  is  not  a  multiple  of  $1,  to  the  next  lower  multiple  of  $1  (sec. 
215  (c)  (3)  (C)  of  the  Social  Security  Act  as  amended  by  the  bill) 
does  not  apply  to  the  assumed  average  monthly  wage  since  column  III 
of  the  table  states  specifically  that  the  amounts  therein  are  the  ones 
which  will  be  applied  for  purposes  of  section  203  (a)  of  the  Social 
Security  Act  as  amended  by  the  bill.  Furthermore,  since  the  indi¬ 
vidual  benefits,  as  distinguished  from  the  average  monthly  wage, 
which  are  not  a  multiple  of  $0.10,  are  to  be  rounded  to  the  next 
higher  multiple  of  $0.10  (pursuant  to  sec.  215  (h)  of  the  Social  Security 
Act  as  amended  by  the  bill),  the  primary  insurance  amount  will  be 
$48.10  for  individuals  who  had  a  primary  insurance  benefit  before 
1950  falling  within  the  range  of  $27.18  to  $27.25,  both  inclusive;  and 
for  all  such  cases  the  assumed  average  monthly  wage,  for  the  purpose 
of  computing  the  maximum  monthly  benefits  payable  on  the  same 
wage  record,  will  be  $118.25. 

Title  II — Amendments  to  Internal  Revenue  Code 

RATE  OF  TAX  ON  WAGES 

Section  201:  This  section  amends  clauses  (2)  and  (3)  of  sections 
1400  and  1410  of  the  Internal  Revenue  Code.  Under  existing  law 
the  rate  of  the  employees’  tax  and  of  the  employers’  tax  for  the 
calendar  years  1950  and  1951  is  IK  percent;  and  the  rate  of  each 
such  tax  for  the  calendar  year  1952  and  subsequent  calendar  years  is 
2  percent.  Under  the  amendment  the  rates  of  each  tax  are  as 
follows: 

Percent 


For  the  calendar  year  1950 _  1)4 

For  the  calendar  years  1951  to  1959,  inclusive _  2 

For  the  calendar  years  1960  to  1964,  inclusive _  2)4 

For  the  calendar  years  1965  to  1969,  inclusive _  3 

For  the  calendar  year  1970  and  subsequent  calendar  years _  3% 


EXEMPTION  OF  NONPROFIT  ORGANIZATIONS 

Section  202:  Subsection  (a)  of  this  section  makes  a  technical 
amendment  to  section  1410  of  the  Internal  Revenue  Code,  which 
section  prescribes  the  rates  of  employers’  tax.  The  amendment 
substitutes  “Sec.  1410.  Imposition  of  tax.”  for  “Sec.  1410.  Rate 
of  tax.”  and  adds  the  subheading  “(a)  Rate  of  tax. — ”.  This  sub¬ 
section  of  the  bill  also  adds  section  1410  (b)  which  contains  a  reference 
to  section  1412,  added  by  the  bill,  containing  an  exemption  from  the 
tax  imposed  by  section  1410  of  the  code. 

Subsection  (b)  of  this  section  of  the  bill  amends  part  II  of  sub¬ 
chapter  A  of  chapter  9  of  the  Internal  Revenue  Code  by  adding  at 
the  end  thereof  a  new  section  1412.  Section  1412  (a)  exempts  from 
the  tax  imposed  by  section  1410  certain  organizations  organized  and 
operated  exclusively  for  religious,  charitable,  scientific,  literary,  or 
educational  purposes,  or  for  the  prevention  of  cruelty  to  children  or 
animals,  provided  a  waiver  filed  by  such  an  organization-employer 
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pursuant  to  section  1412  (b)  is  not  in  effect.  (Existing  law  provide? 
no  exemption  to  such  organizations  from  the  employers’  tax  imposed 
by  sec.  1410,  but  such  organizations  are  not  now  taxed  under  such 
section  because  sec.  1426  (b)  (8),  which  is  changed  by  sec.  205  (a)  of 
the  bill,  excludes  services  performed  in  the  employ  of  such  organiza¬ 
tions  from  the  definition  of  employment.)  Section  1412  (b)  permits 
employers  described  in  section  1412  (a)  to  file  waivers  of  the  exemp¬ 
tion  accorded  them  by  section  1412  (a).  An  organization-employer 
which  has  duly  filed  a  waiver  of  its  exemption  from  the  employers’ 
tax  is  liable  for  such  tax  with  respect  to  wages  paid  during  the  period 
such  waiver  is  in  effect.  The  liability  of  such  employer  for  the  tax 
is  in  all  respects  the  same  as  the  liability  of  any  other  employer  for 
the  tax  and  is  collectible  and  enforceable  in  the  same  manner  as  the 
liability  of  any  other  employer.  The  waiver  and  any  notice  of  ter¬ 
mination  or  of  revocation  of  the  notice  of  termination  are  required  to 
be  filed  in  such  form,  and  manner,  and  with  such  official  of  the  Bureau 
of  Internal  Be  venue,  as  may  be  prescribed  by  regulations  made  under 
the  Federal  Insurance  Contributions  Act.  The  waiver  shall  be  effect¬ 
ive  for  the  period  beginning  after  the  close  of  the  calendar  quarter  in 
which  filed,  but  in  no  case  prior  to  January  1,  1950.  The  organization 
may  terminate  the  waiver,  effective  at  the  end  of  a  calendar  quarter, 
upon  giving  2  years’  advance  notice,  provided  the  waiver  has  been  in 
effect  for  not  less  than  5  years  prior  to  the  receipt  of  such  notice.  An 
organization  which  files  a  notice  of  termination  may  revoke  such 
notice  by  giving,  prior  to  the  close  of  the  calendar  quarter  specified  in 
the  notice  of  termination,  a  written  notice  of  revocation.  Section 
1412  (c)  provides  for  the  termination  of  the  waiver  by  the  Commis¬ 
sioner  of  Internal  Revenue  under  circumstances  involving  failure  or 
inability  of  the  employer  to  comply  with  the  provisions  of  the  Federal 
Insurance  Contributions  Act.  The  Commissioner  is  required  to  give 
such  employer  not  less  than  60  days’  advance  notice  in  writing  that 
the  period  covered  by  such  waiver  will  terminate  at  the  end  of  the 
calendar  quarter  specified  in  such  notice.  The  Commissioner  may 
revoke  such  notice  of  termination  by  giving  to  the  employer,  prior  to 
the  close  of  the  calendar  quarter  specified  in  the  notice  of  termination, 
written  notice  of  such  revocation.  Neither  notice  of  termination  nor 
notice  of  revocation  may  be  given  by  the  Commissioner  to  an  employer 
without  the  prior  concurrence  of  the  Federal  Security  Administrator. 
Section  1412  (d)  provides  that  if  a  waiver  is  terminated  by  the  em¬ 
ployer,  no  waiver  may  again  be  made  by  such  employer  pursuant  to 
section  1412. 

Subsection  (c)  of  this  section  of  the  bill  provides  that  the  amend¬ 
ments  made  by  section  202  of  the  bill  shall  be  applicable  only  with 
respect  to  remuneration  paid  after  December  31,  1949. 

FEDERAL  SERVICE 

Section  203 :  Subsection  (a)  of  this  section  amends  part  II  of  sub¬ 
chapter  A  of  chapter  9  of  the  Internal  Revenue  Code  by  adding  after 
section  1412  (added  by  sec.  202  of  the  hill)  a  new  section  1413.  Sec¬ 
tion  1413  makes  ineffectual  as  to  the  tax  imposed  by  section  1410  of 
the  code  (with  respect  to  remuneration  paid  after  1949)  those  provi¬ 
sions  of  any  statute  (irrespective  of  the  date  of  enactment  thereof) 
which  grant  to  any  instrumentality  of  the  United  States  an  exernp- 
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tion  from  taxation,  unless  Such  statute  grants  a  specific  exemption 
from  the  tax  imposed  by  section  1410  by  an  express  reference  to  such 
section.  The  exemptions  from  Federal  taxation  granted  by  various 
existing  statutes  to  certain  Federal  instrumentalities  without  specific 
reference  to  the  tax  imposed  by  section  1410  are  rendered  inoperative 
insofar  as  the  exemptions  relate  to  the  tax  imposed  by  section  1410, 
without  the  necessity  of  specifically  amending  such  exemption  statutes. 
Some  Federal  instrumentalities  whose  exemption  from  the  tax  im¬ 
posed  by  section  1410  is  rendered  inoperative  by  section  1413  are  as 
follows:  Federal  Reserve  banks,  Federal  Deposit  Insurance  Corpora¬ 
tion,  Federal  Savings  and  Loan  Insurance  Corporation,  Reconstruction 
Finance  Corporation,  the  Federal  National  Mortgage  Association, 
Federal  land  banks,  national  farm-loan  associations,  Federal  Farm 
Mortgage  Corporation,  Federal  intermediate  credit  banks,  Central 
Bank  for  Cooperatives,  production  credit  corporations,  production 
credit  associations,  regional  banks  for  cooperatives,  Federal  home-loan 
banks,  and  Federal  credit  unions.  With  respect  to  subsequent  legis¬ 
lation  of  Congress  which  might  grant  a  general  exemption  from  taxa¬ 
tion  to  an  instrumentality  of  the  United  States,  section  1413  provides, 
as  a  rule  of  construction,  that  such  general  exemption  (lacking  a 
specific  reference  to  the  tax  imposed  by  sec.  1410)  is  not  to  be  construed 
as  providing  an  exemption  from  the  tax  imposed  by  section  1410. 

Subsection  (b)  of  this  section  of  the  bill  amends  section  1420  of 
the  code,  relating  to  the  collection  and  payment  of  the  taxes  imposed 
by  sections  1400  and  1410  of  the  code,  by  adding  at  the  end  thereof  a 
new  subsection  (e).  Section  1420  (e)  relates  to  the  employees'  and 
employers’  taxes  imposed  with  respect  to  certain  services  performed 
in  the  employ  of  the  United  States  or  in  the  employ  of  any  instru¬ 
mentality  which  is  wholly  owned  by  the  United  States.  The  head 
of  the  Federal  department,  agency,  or  instrumentality,  having  con¬ 
trol  over  the  services  performed  in  the  employ  of  such  department, 
agency,  or  instrumentality,  or  such  agent  or  agents  as  may  be  desig¬ 
nated  by  such  head,  shall  (1)  determine  whether  an  individual  has 
performed  services  which  constitute  employment  as  defined  in  section 
1426  of  the  code,  (2)  determine  the  amount  of  remuneration  which 
constitutes  wages  as  defined  in  section  1426,  and  (3)  make  the  re¬ 
quired  return  and  payment  of  the  taxes  imposed  by  sections  1400 
and  1410.  A  person  making  such  return  may,  for  convenience  of 
administration,  make  payments  of  the  employers’  tax  imposed  under 
section  1410  without  regard  to  the  $3,600  limitation  in  section  1426 
(a)  (1)  (as  amended  by  sec.  204  (a)  of  the  bill),  and  he  shall  not  be 
required  to  file  a  claim  for  refund,  or  obtain  a  refund,  of  any  amount 
paid  as  tax  under  section  1410  on  that  part  of  the  remuneration  not 
included  in  wages  by  reason  of  section  1426  (a)  (1).  This  provision 
does  not  authorize  such  person  to  disregard  the  $3,600  limitation  as 
to  remuneration  paid  for  services  included  in  returns  made  by  his 
reporting  unit. 

The  provision  will  relieve  a  person  making  a  return  on  behalf  of 
any  Federal  department  or  agency  of  ascertaining  whether  any  wages 
have  been  reported  for  the  particular  employee  during  the  calendar 
year  by  any  other  reporting  unit  of  any  Federal  department  or  agency 
and  will  relieve  any  person  making  a  return  on  behalf  of  a  wholly 
owned  instrumentality  of  ascertaining  whether  any  wages  paid  the 
particular  employee  during  the  calendar  year  by  such  instrumentality 
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have  been  reported  by  any  other  reporting  unit  of  such  instrumen¬ 
tality.  The  head  or  agent  of  an  instrumentality  in  determining  the 
amount  of  remuneration  for  services  performed  in  employment  which 
constitutes  wages  as  defined  in  section  1426  may  not  take  into  con¬ 
sideration  amounts  of  remuneration  paid' by  any  other  instrumen¬ 
tality  or  any  Federal  department  or  agency. 

Section  1420  (e)  is  also  made  applicable  to  services,  performed  by 
a  civilian  employee  who  is  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Exchange  Service,  the 
Army  and  Air  Force  Motion  Picture  Service,  Navy  Ship’s  Service 
Stores,  Marine  Corps  Post  Exchanges,  or  any  other  activity,  con¬ 
ducted  at  installations  of  the  National  Military  Establishment  for  the 
benefit  and  morale  of  personnel  of  the  armed  forces  by  an  instrumen¬ 
tality  of  the  United  States  subject  to  the  jurisdiction  of  the  Secretary 
of  Defense.  For  purposes  of  section  1420  (e)  the  Secretary  of 
Defense  is  deemed  to  be  the  head  of  any  such  instrumentality. 

Subsection  (c)  of  section  203  of  the  bill  amends  section  1411  of  the 
code,  relating  to  adjustments  of  the  employers’  tax  imposed  by  section 
1410  of  the  code,  by  adding  thereto  a  special  provision  with  respect  to 
remuneration  received  from  the  United  States  or  a  wholly  owned 
instrumentality  thereof  during  any  calendar  year  after  the  calendar 
year  1949.  The  amendment  provides  that,  for  the  purposes  of  section 
1411,  each  head  of  a  Federal  department,  agency,  or  instrumentality 
who  makes  a  return  pursuant  to  section  1420  (e)  of  the  code  and  each 
agent,  designated  by  the  head  of  a  Federal  department,  agency,  or 
instrumentality,  who  makes  a  return  pursuant  to  section  1420  (e)  shall 
be  deemed  a  separate  employer.  Thus,  adjustments  of  the  tax  im¬ 
posed  by  section  1410  will  be  made  by  the  reporting  unit  by  which  the 
erroneous  underpayment  or  overpayment  was  made.  For  the  cor¬ 
responding  amendment  with  respect  to  the  employees’  tax  imposed  by 
section  1400  of  the  code  and  for  the  provisions  with  respect  to  special 
refunds  of  employees’  tax  in  the  case  of  Federal  services,  see  section 
1401  (d)  (4)  of  the  code,  as  added  by  section  204  (c)  of  the  bill. 

Subsection  (d)  of  section  203  of  the  bill  provides  that  the  amend¬ 
ments  made  by  such  section  shall  be  applicable  only  with  respect  to 
remuneration  paid  after  December  31,  1949. 

DEFINITION  OF  WAGES 

Section  204:  This  section,  applicable  only  with  respect  to  remunera¬ 
tion  paid  after  1949,  amends  section  1426  (a)  of  the  Internal  Revenue 
Code,  which  defines  the  term  “wages”  for  the  purposes  of  the  Federal 
Insurance  Contributions  Act,  and  also  amends  section  1401  (d)  of  the 
code,  relating  to  special  refunds  of  employees’  tax  imposed  by  section 
1400  of  the  code.  Subsection  (a)  of  this  section  of  the  bill  amends  sec¬ 
tion  1426  (a),  which  contains  the  definition  of  wages.  Under  existing 
law  the  term  “wages”  means  all  remuneration  for  employment,  in¬ 
cluding  the  cash  value  of  all  remuneration  paid  in  any  medium  other 
than  cash,  with  certain  specific  exceptions.  The  amendment  retains 
this  provision  of  existing  law  which  precedes  the  numbered  paragraphs 
containing  the  exceptions.  The  bill  increases  the  $3,000  limitation 
contained  in  section  1426  (a)  (1)  of  existing  law  to  $3,600,  and  adds 
thereto  an  amendment  which  provides  that  remuneration  specifically 
excepted  from  wages  shall  be  disregarded  in  computing  the  amount 
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of  remuneration  with  respect  to  employment  which  constitutes  wages. 
Thus,  if  during  a  calendar  year  an  employee  receives  remuneration 
from  his  employer  on  account  of  medical  or  hospitalization  expenses 
in  connection  with  sickness  or  accident  disability,  and  if  such  re¬ 
muneration  is  excluded  from  the  definition  of  wages  under  the  pro¬ 
visions  of  section  1426  (a)  (2)  or  (4)  (as  amended  by  the  bill),  such  re¬ 
muneration  paid  to  the  employee  will  not  be  taken  into  account  in 
applying  the  $3,600  limitation.  Section  204(a)  of  the  bill  also  adds  a 
provision  with  respect  to  the  computation  of  the  $3,600  limitation 
where  one  employing  entity  is  succeeded  by  another  employing  entity 
under  certain  prescribed  conditions. 

The  annual  $3,600  limitation  on  the  amount  of  remuneration  with 
respect  to  employment  that  constitutes  wages  applies  only  to  remuner¬ 
ation  received  by  an  employee  from  the  same  employer.  Under 
existing  law,  where  during  a  calendar  year  an  employee  is  employed 
by  a  new  employer,  the  first  $3,000  of  remuneration  with  respect  to 
employment  paid  to  him  by  the  new  employer  during  that  year  con¬ 
stitutes  wages  and  is  subject  to  tax  regardless  of  the  amount  of  such 
remuneration  which  might  have  been  paid  to  him  in  the  same  year 
by  a  prior  employer.  In  applying  this  rule,  the  Bureau  of  Internal 
Revenue  has  held  that,  if  a  member  of  a  partnership  dies  and  the  trade 
or  business  is  continued  without  interruption  by  the  surviving  partners 
who  retain  all  the  employees  who  have  been  performing  services  for 
the  former  partnership,  the  dissolution  of  the  old  partnership  by  opera¬ 
tion  of  law  and  the  organization  of  the  new  partnership  result  in 
the  new  partnership  being  considered  as  a  new  employer.  The  new 
partnership,  under  the  Bureau’s  rulings,  is  taxed  on  the  first  $3,000  of 
remuneration  with  respect  to  employment  paid,  during  the  calendar 
year  in  which  it  was  formed,  to  an  employee  who  had  been  employed 
by  the  predecessor  partnership  and  whose  services  were  retained, 
although  the  predecessor  may  in  the  same  year  have  already  paid 
tax  on  wages  of  $3,000  paid  to  such  employee.  Similar  results  have 
been  reached  as  a  consequence  of  a  corporate  merger  or  consolidation, 
or  where  an  individual  incorporates  his  business  and  continues  to 
operate  the  same  enterprise  through  ownership  of  all  the  stock  of  the 
corporation. 

The  amendment  made  by  this  section  of  the  bill  prevents  the  dupli¬ 
cation  of  tax  in  cases  such  as  those  described  above  and  in  all  other 
cases  where  an  employer  acquires  substantially  all  the  property  used 
in  a  trade  or  business  of  another  person,  or  used  in  a  separate  unit  of 
such  a  trade  or  business,  if  immediately  after  the  acquisition  the  em¬ 
ployer  employs  in  his  trade  or  business  (whether  or  not  in  the  same 
trade  or  business  in  which  the  acquired  property  was  used)  an  em¬ 
ployee  who  immediately  prior  to  the  acquisition  was  employed  in  the 
trade  or  business  of  the  predecessor.  If  the  acquisition  involves  only 
a  separate  unit  of  the  trade  or  business  of  the  predecessor,  the  em¬ 
ployee  need  not  have  been  employed  by  the  predecessor  in  that  unit 
provided  that  he  was  employed  in  the  trade  or  business  of  which  the 
acquired  unit  was  a  part.  Under  the  amendment  remuneration  with 
respect  to  employment  paid  to  such  employee  by  the  predecessor  (or 
considered  as  having  been  paid  by  the  predecessor)  during  the  calen¬ 
dar  year  in  which  the  acquisition  occurs  (and  prior  to  the  acquisition) 
is  attributed  to  the  successor  employer  for  the  purpose  of  determining 
whether  such  employer  has  in  such  calendar  year  paid  $3,600  wages 
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to  such  employee.  The  application  of  the  amendment  may  be  illus¬ 
trated  by  the  following  example: 

Example:  The  Y  corporation  acquires  all  the  property  of  the  X 
manufacturing  company  and  immediately  after  the  acquisition  em¬ 
ploys  in  its  trade  or  business  employee  A,  who,  immediately  prior  to 
the  acquisition,  was  employed  by  the  X  company.  The  X  company 
has  in  the  calendar  year  in  which  the  acquisition  occurs  (and  prior  to 
the  acquisition)  paid  $2,000  of  wages  to  A.  If  the  Y  corporation  pays 
to  A  in  that  year  remuneration  with  respect  to  employment  of  $2,000, 
only  $1,600  of  such  remuneration  will  be  considered  to  be  wages.  For 
the  purposes  of  the  $3,600  limitation,  the  Y  corporation  will  be  credited 
with  the  $2,000  paid  to  A  by  the  X  company.  If,  in  the  same  calendar 
year,  the  property  is  acquired  by  the  Z  company  from  the  Y  corpora¬ 
tion  and  A  immediately  after  the  acquisition  is  employed  by  the  Z 
company  in  its  trade  or  business,  no  part  of  the  remuneration  paid  to 
A  by  the  Z  company  in  the  year  of  the  acquisition  will  be  considered 
to  be  wages.  The  Z  company  will  be  credited  with  the  remuneration 
paid  to  A  by  the  Y  corporation  and  also  with  the  wages  paid  to  A  by 
the  X  company  (considered  for  the  purposes  of  the  amendment  as 
having  also  been  paid  by  the  Y  corporation). 

In  the  case  of  a  transfer  or  acquisition  of  property  by  a  corporation 
exempt  from  income  tax  under  section  101  (6)  of  the  code,  the  activity 
in  which  such  corporation  is  engaged  is  considered  to  be  its  trade  or 
business  for  the  purpose  of  determining  whether  the  transferred  prop¬ 
erty  was  used  in  the  trade  or  business  of  the  predecessor  and  for  the 
purpose  of  determining  whether  the  employment  by  the  predecessor 
and  the  successor  of  an  individual  whose  services  were  retained  by  the 
successor  constituted  employment  in  a  trade  or  business.  Thus,  if  a 
charitable  or  a  religious  organization  acquires  all  the  property  of 
another  such  organization  and  retains  the  services  of  employees  of  the 
predecessor,  remuneration  paid  to  such  employees  by  the  predecessor 
in  the  year  of  the  acquisition  (and  prior  to  such  acquisition)  will  be 
attributed  to  the  successor  for  the  purposes  of  the  $3,600  limitation. 

A  successor  employer  may  receive  the  credit  for  remuneration  paid 
to  an  employee  by  a  predecessor  only  if  the  acquisition  included  sub¬ 
stantially  all  the  property  used  in  a  trade  or  business  of  the  predeces¬ 
sor,  or  in  a  separate  unit  of  such  a  trade  or  business.  All  the  property 
used  in  the  separate  unit  of  a  trade  or  business  may  consist  of  all  the 
property  used  in  the  performance  of  an  essential  operation  of  the 
trade  or  business,  or  it  may  consist  of  all  the  property  used  in  a  rela¬ 
tively  self-sustaining  entity  forming  a  part  of  the  trade  or  business. 
For  example,  if  the  R  company,  which  manufactures  a  type  of  motor- 
driven  machine,  discontinues  the  manufacturing  of  motors  and  trans¬ 
fers  all  the  property  used  in  such  manufacturing  to  the  S  company, 
the  S  company  will  be  considered  to  have  acquired  the  motor  manu¬ 
facturing  unit  of  the  R  company.  Similarly,  the  acquisition  of  one 
of  a  chain  of  retail  stores  will  constitute  the  acquisition  of  a  separate 
unit  of  the  trade  or  business  of  the  predecessor. 

Paragraph  (2)  of  section  1426  (a.)  as  amended  by  the  bill  retains 
the  provision  of  existing  law  which  excludes  from  the  term  “wages” 
the  amount  of  any  payment  made  to,  or  on  behalf  of,  an  employee 
under  a  plan  or  system  established  by  an  employer  which  makes 
provision  for  his  employees  generally  or  for  a  class  or  classes  of  his 
employees  (including  any  amount  paid  by  an  employer  for  insurance 
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or  annuities,  or  into  a  fund,  to  provide  for  any  such  payment),  on 
account  of  (1)  an  employee’s  retirement,  or  (2)  an  employee’s  sickness 
or  accident  disability,  or  (3)  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability  of  an  employee,  or 
(4)  the  death  of  an  employee.  Under  present  law  payments  made 
under  a  plan  or  system  providing  for  death  benefits  are  not  excluded 
from  wages  if  the  employee  has  certain  options  or  rights,  such  as  the 
option  to  receive,  instead  of  the  provision  for  such  death  benefit,  any 
part,  of  such  payment  made  by  the  employer,  or  the  right  to  assign 
the  death  benefit  or  to  receive  a  cash  consideration  in  lieu  thereof. 
The  amendment  removes  such  conditions  imposed  under  existing  law 
with  respect  to  payments  providing  for  death  benefits.  Paragraph 
(2)  excludes  from  wages  only  those  payments  which  are  made  for  one 
or  more  of  the  stated  purposes. 

Paragraph  (3)  of  section  1426  (a)  as  amended  by  the  bill  excludes 
from  wages  any  payment  made  to  an  employee  (including  any  amount 
paid  by  an  employer  for  insurance  or  annuities,  or  into  a  fund,  to 
provide  for  any  such  payment)  on  account  of  retirement,  irrespective 
of  whether  such  payment  is  made  pursuant  to  a  plan  or  system  such 
as  is  contemplated  under  section  1426  (a)  (2). 

Paragraph  (4)  of  section  1426  (a)  as  amended  by  the  bill  excludes 
from  wages  any  payment  on  account  of  sickness  or  accident  disability, 
or  medical  or  hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  made  by  an  employer  to,  or  on  behalf  of,  an  em¬ 
ployee  after  the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such  employer. 
This  provision  of  law  will  have  application  in  any  instance  where  the 
payment  is  not  made  pursuant  to  a  plan  or  system  and  therefore  is 
not  excepted  from  wages  by  section  1426  (a)  (2).  In  order  for  a  pay¬ 
ment  to  be  excepted  under  this  provision,  the  payment  made  by  the 
employer  to,  or  on  behalf  of,  the  employee  must  be  made  by  reason 
of  the  employee’s  sickness  or  accident  disability  or  by  reason  of  medi¬ 
cal  or  hospitalization  expenses  in  connection  with  such  employee’s 
sickness  or  accident  disability  and  there  must  have  elapsed  immedi¬ 
ately  prior  to  the  calendar  month  in  which  the  payment  is  made  at 
least  six  consecutive  calendar  months  during  which  the  employee 
did  no  work  for  the  employer. 

Paragraph  (5)  of  the  amended  section  1426  (a)  contains  an  additional 
exclusion  from  the  term  “wages”  with  respect  to  certain  payments 
from  or  into  a  trust  exempt  from  tax  under  section  165  (a)  of  the  code 
or  under  or  to  an  annuity  plan  which  meets  the  requirements  of  section 
165  (a)  (3),  (4),  (5),  and  (6).  Under  this  paragraph  a  payment  made 
by  an  employer  into  a  trust  or  annuity  plan  is  excepted  from  wages  at 
the  time  of  such  payment,  if  the  trust  is  exempt  from  tax  under  sec¬ 
tion  165  (a)  of  the  code  or  the  annuity  plan  meets  the  requirements  of 
section  165  (a)  (3),  (4),  (5),  and  (6)  at  the  time  the  payment  is  made 
thereto.  A  payment  to,  or  on  behalf  of,  an  employee  from  a  trust  or 
under  an  annuity  plan  is  also  excepted  from  wages  under  this  paragraph 
if  at  the  time  of  the  payment  to,  or  on  behalf  of,  the  employee,  the 
trust  is  exempt  from  tax  under  section  165  (a)  or  the  annuity  plan 
meets  the  requirements  of  section  165  (a)  (3),  (4),  (5),  and  (6).  How¬ 
ever,  a  payment  made  to  an  employee  of  an  exempt  trust  as  remunera¬ 
tion  for  services  rendered  as  such  employee  and  not  as  a  beneficiary 
of  the  trust  is  not  within  the  exclusion. 
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Paragraph  (6)  of  the  amended  section  1426  (a)  continues  without 
change  the  existing  exclusion  from  wages  (sec.  1426  (a)  (3))  of  pay¬ 
ments  by  an  employer  (without  deduction  from  the  remuneration  of,  or 
other  reimbursement  from,  the  employee)  of  the  employees’  tax  im¬ 
posed  by  section  1400  of  the  code  and  employee  contributions  under 
State  unemployment-compensation  laws. 

Paragraphs  (7)  and  (8)  of  the  amended  section  1426  (a)  contain 
additional  exclusions  from  the  term  “wages.”  Paragraph  (7)  ex¬ 
cludes  any  payment  of  remuneration  made  in  any  medium  other  than 
cash  (as,  for  example,  lodging,  food,  clothing,  or  car  tokens  or  weekly 
transportation  passes)  to  an  employee  for  services  not  in  the  course  of 
the  employer’s  trade  or  business  (including  domestic  service  in  a 
private  home  of  the  employer).  The  additional  exclusion  provided 
by  paragraph  (8)  eliminates  from  the  term  “wages”  the  remuneration 
(other  than  vacation  or  sick  pay)  of  a  stand-by  employee  who  has 
attained  age  65  and  whose  employment  relationship  has  not  termi¬ 
nated,  if  the  employee  does  no  work  for  the  employer  in  the  period  for 
which  such  remuneration  is  paid. 

Section  1426  (a)  as  amended  by  the  bill  contains  no  provision  com¬ 
parable  to  paragraph  (4)  of  existing  law  which  excludes  from  the 
term  “wages”  dismissal  payments  which  the  employer  is  not  legally 
required  to  make.  Therefore,  a  dismissal  payment,  which  is  any  pay¬ 
ment  made  by  an  employer  on  account  of  involuntary  separation  of 
the  employee  from  the  service  of  the  employer,  will  constitute  wages 
subject,  of  course,  to  the  $3,600  limitation,  irrespective  of  whether 
the  employer  is,  or  is  not,  legally  required  to  make  such  payment. 

Section  1426  (a)  as  amended  by  the  bill  expressly  includes  as  re¬ 
muneration  paid  to  an  employee  by  his  employer  cash  tips  or  other 
cash  remuneration  customarily  received  by  an  employee  in  the  course 
of  his  employment  from  persons  other  than  the  person  employing  him ; 
except  that,  in  the  case  of  cash  tips,  only  so  much  of  the  amount  thereof 
received  during  any  calendar  quarter  as  the  employee,  before  the  ex¬ 
piration  of  10  days  after  the  close  of  such  quarter,  reports  in  writing 
to  his  employer  as  having  been  received  by  him  in  such  quarter  is 
considered  as  remuneration  paid  by  his  employer,  and  payment  of  the 
amount  so  reported  is  considered  as  having  been  made  to  the  employee 
on  the  date  on  which  such  report  is  made  to  the  employer.  The  deter¬ 
mination  of  whether  cash  tips  or  other  cash  remuneration  is  customar¬ 
ily  received  by  an  employee  will  depend,  not  on  the  identity  of  the 
employee,  but  in  a  large  part,  on  whether  the  service  is  of  such  a  nature 
and  is  rendered  under  such  circumstances  and  in  such  place  or  business 
establishment  as  makes  the  receipt  of  such  payment  by  the  individual 
performing  the  services  not  unusual.  If  a  restaurant,  hotel,  or  other 
establishment  includes  a  specified  amount  in  the  bill  presented  to  the 
customer  or  patron  as  a  charge  in  lieu  of  tipping,  the  amount  thereof 
collected  by  the  employer  and  turned  over  to  the  employee  is  remuner¬ 
ation  to  the  employee  at  the  time  paid  by  the  employer  and  will  not 
be  treated,  under  the  amendment,  as  a  tip  which  constitutes  remuner¬ 
ation  only  when  reported  to  the  employer  by  the  employee.  An  ex¬ 
ample  of  an  employee  receiving  “other  cash  remuneration”  (i.  e.,  other 
than  tips)  is  found  in  the  case  of  an  individual  having  the  status  of  an 
employee  who  pays  for  merchandise  obtained  from  his  employer  for 
resale  and  retains  the  total  amount  for  which  such  merchandise  is 
sold. 
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Subsection  (b)  of  section  204  of  the  bill  amends  section  1401  (d)  (2) 
of  the  code,  relating  to  special  refunds  of  employees’  tax  paid  on 
aggregate  wages  in  excess  of  $3,000  received  by  an  employee  from  more 
than  one  employer  during  any  calendar  year  after  the  calendar  year 
1946.  The  amendment  restricts  the  scope  of  section  1401  (d)  (2)  to 
wages  received  during  the  calendar  year  1947,  1948,  or  1949. 

Subsection  (c)  of  section  204  of  the  bill  amends  section  1401  (d) 
of  the  code  by  adding  thereto  new  paragraphs  (3)  and  (4).  Section 
1401  (d)  (3)  has  the  effect  of  conforming  the  special  refund  provisions 
to  the  increase  in  the  limitation  on  wages  from  $3,000  to  $3,600. 
Paragraph  (3),  relating  to  wages  received  after  1949,  provides  that 
if  by  reason  of  an  employee  receiving  wages  from  more  than  one  em¬ 
ployer  during  any  calendar  year  after  the  calendar  year  1949,  the 
wages  received  by  him  during  such  year  exceed  $3,600,  the  employee 
shall  be  entitled  to  a  refund  of  any  amount  of  tax,  with  respect  to 
such  wages,  imposed  by  section  1400  of  the  code  and  deducted  from 
the  employee’s  wages,  whether  or  not  paid  to  the  collector,  which 
exceeds  the  tax  with  respect  to  the  first  $3,600  of  such  wages  received. 

The  new  section  1401  (d)  (4),  applicable  to  remuneration  paid  after 
1949,  contains  special  rules  relating  to  special  refunds  and  adjust¬ 
ments  of  employees’  tax  in  the  case  of  Federal  employees  and  special 
rules  relating  to  special  refunds  of  employees’  tax  in  the  case  of  State 
employees.  Under  subparagraph  (A)  of  section  1401  (d)  (4)  each 
head  of  a  Federal  department,  agency,  or  instrumentality  who  makes 
a  return  pursuant  to  section  1420  (e)  of  the  code  and  each  agent, 
designated  by  the  head  of  a  Federal  department,  agency,  or  instru¬ 
mentality,  who  makes  a  return  pursuant  to  such  section  are  deemed 
to  be  separate  employers  for  the  purposes  of  section  1401  (c)  of  the 
code,  relating  to  adjustments  of  employees’  tax,  and  section  1401 
(d)  (3),  relating  to  special  refunds  of  employees’  tax;  and,  for  the 
purposes  of  section  1401  (d)  (3),  the  term  “wages”  includes  the  amount, 
not  to  exceed  $3,600,  determined  by  each  such  head  or  agent  as 
constituting  wages  paid  to  an  employee.  Adjustments  of  the  em¬ 
ployees’  tax  imposed  by  section  1400  of  the  code  shall  be  made  by  the 
reporting  unit  by  which  the  erroneous  underpayment  or  overpayment 
was  made.  (For  provisions  relating  to  adjustments  of  employers’ 
tax  in  the  case  of  Federal  employees,  see  sec.  1411  of  the  code,  as 
amended  by  sec.  203  (c)  of  the  bill.)  The  amount  of  remuneration 
of  each  employee  reported  on  a  return  of  a  reporting  unit  to  be  included 
as  “wages”  shall  under  no  circumstances  be  in  excess  of  $3,600  for  a 
calendar  year  and  shall  include  only  such  amounts  of  remuneration 
as  the  reporting  unit  shall  have  determined  to  constitute  “wages”  as 
defined  in  section  1426.  The  amendment  is  intended  to  protect  fully  an 
employee  of  the  United  States  or  of  an  instrumentality  wholly  owned  by 
the  United  States  from  the  payment  of  tax  imposed  under  section  1400 
in  an  amount  in  excess  of  the  tax  imposed  with  respect  to  the  first 
$3,600  of  remuneration  which  is  determined  to  constitute  “wages”  as 
defined  in  section  1426. 

Subparagraph  (B)  of  section  1401  (d)  (4)  makes  the  special  refund 
provisions  in  section  1401  (d)  (3)  applicable  to  amounts  equivalent  to 
employees’  tax  deducted  in  any  calendar  year  after  the  calendar  year 
1949  from  employees’  remuneration  by  States,  political  subdivisions, 
or  instrumentalities  pursuant  to  agreements  made  under  section  218 
of  the  Social  Security  Act  (added  by  sec.  106  of  the  bill). 
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Subsection  (d)  of  section  204  of  the  bill  provides  that  the  amend¬ 
ment  made  by  subsection  (a)  shall  be  applicable  only  with  respect  to 
remuneration  paid  after  December  31,  1949;  and  that,  in  the  case  of 
remuneration  paid  prior  to  January  1,  1950,  the  determination  under 
section  1426  (a)  (1)  of  the  code  (prior  to  its  amendment  by  the  bill)  of 
whether  or  not  such  remuneration  constituted  wages  shall  be  made  as 
if  subsection  (a)  of  section  204  of  the  bill  had  not  been  enacted  and 
without  inferences  drawn  from  the  fact  that  the  amendment  made  by 
such  subsection  is  not  made  applicable  to  periods  prior  to  January 
1,  1950. 

DEFINITION  OF  EMPLOYMENT 

Section  205:  This  section  amends  subsection  (b)  of  section  1426  of 
the  Internal  Revenue  Code,  which  defines  the  term  “employment”  for 
the  purposes  of  the  Federal  Insurance  Contributions  Act,  and  also 
amends  subsections  (c),  (e),  (g),  (h),  (i),  and  (j)  of  section  1426  of  the 
code,  which  contain  definitions  pertinent  to  determinations  of  employ¬ 
ment. 

Subsection  (a)  of  this  section  of  the  bill,  effective  January  1,  1950, 
amends  section  1426  (b).  Under  the  amendment  the  term  “employ¬ 
ment”  is  defined  to  mean  any  service  performed  after  December  31, 
1936,  and  prior  to  January  1,  1950,  which  constituted  employment 
under  the  law  applicable  to  the  period  in  which  such  service  was  per¬ 
formed;  and  also  to  mean  (1)  any  service  performed  after  December 
31,  1949,  by  an  employee  for  the  person  employing  him,  irrespective 
of  the  citizenship  or  residence  of  either,  (A)  within  the  United  States, 
or  (B)  on  or  in  connection  with  an  American  vessel  or  American  air¬ 
craft  (both  as  defined  in  sec.  1426  (g))  under  a  contract  of  service 
entered  into  within  the  United  States  or  during  the  performance  of 
which  the  vessel  or  aircraft  touches  at  a  port  in  the  United  States 
(including  an  airport,  in  the  case  of  an  aircraft),  if  the  employee  is 
employed  on  and  in  connection  with  the  vessel  or  aircraft  when  outside 
the  United  States,  and  (2)  any  service  performed  outside  the  United 
States  after  December  31,  1949,  by  a  citizen  of  the  United  States  as  an 
employee  of  an  American  employer  (as  defined  in  sec.  1426  (i)). 

That  portion  of  section  1426  (b)  (of  existing  law)  which  precedes 
the  numbered  paragraphs  (these  contain  the  exclusions  from  the  term 
“employment”)  is  changed  substantively  in  only  two  respects.  First, 
the  definition  is  extended  to  include  service  on  or  in  connection  with 
an  American  aircraft  to  the  same  extent  as  service,  already  included 
in  the  definition,  on  or  in  connection  with  an  American  vessel.  Second, 
the  definition  is  extended  to  include  service  performed  outside  the 
United  States  by  a  citizen  of  the  United  States  as  an  employee  of  an 
American  employer  (the  definition  of  the  term  “American  employer” 
is  discussed  below  in  the  explanation  of  subsection  (e)  of  this  section 
of  the  bill).  Under  existing  law  service  performed  within  or  without 
the  United  States  (which  otherwise  constitutes  employment)  is  covered 
irrespective  of  the  citizenship  or  residence  of  the  employer  or  employee. 
Under  the  amendment  this  is  true  with  respect  to  service  performed 
either  within  the  United  States  or  on  or  in  connection  with  an  Ameri¬ 
can  vessel  or  American  aircraft,  but  in  the  case  of  service  performed 
outside  the  United  States,  other  than  on  or  in  connection  with  an 
American  vessel  or  aircraft,  only  service  (which  otherwise  constitutes- 
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employment)  performed  by  a  citizen  of  the  United  States  for  an 
American  employer  is  covered. 

The  definition  of  the  term  “employment”  under  the  amendment,  as 
applied  to  service  performed  prior  to  January  1,  1950,  is  subject  to 
the  pertinent  exceptions  under  the  law  applicable  to  the  period  in 
which  the  service  was  performed.  The  definition  applicable  to  serv¬ 
ice  performed  on  and  after  that  date  continues  unchanged  some  of 
the  exceptions  contained  in  the  present  law,  omits  or  revises  others, 
and  adds  certain  additional  ones. 

Paragraph  (1)  continues  the  existing  exception  of  agricultural  labor, 
but  the  definition  of  the  term  contained  in  subsection  (h)  of  the  exist¬ 
ing  section  1426  is  amended  by  subsection  (d)  of  this  section  of  the 
bill. 

Paragraphs  (2)  and  (3)  take  the  place  of  the  exclusions  set  forth  in 
paragraphs  (2)  and  (3)  of  existing  law.  The  existing  paragraph  (2) 
excludes  from  employment  domestic  service  in  a  private  home,  local 
college  club,  or  local  chapter  of  a  college  fraternity  or  sorority;  and  the 
existing  paragraph  (3)  excludes  from  employment  casual  labor  not 
in  the  course  of  the  employer’s  trade  or  business.  Subparagraph  (A) 
of  the  new  paragraph  (2)  excludes  from  employment  services  not  in 
the  course  of  the  employer’s  trade  or  business  (including  domestic 
service  in  a  private  home  of  the  employer)  performed  on  a  farm  (as 
defined  in  sec.  1426  (h))  which  is  operated  for  profit.  Generally,  a 
farm  is  not  operated  for  profit,  if  it  is  occupied  primarily  for  resi¬ 
dential  purposes,  or  is  used  primarily  for  the  pleasure  of  the  occupant 
or  his  family  such  as  for  the  entertainment  of  guests  or  as  a  hobby 
of  the  occupant  or  his  family.  Subparagraph  (B)  of  the  new  paragraph 

(2)  excludes  from  employment  domestic  service  performed  in  a  local 
college  club,  or  local  chapter  of  a  college  fraternity  or  sorority,  by 
a  student  who  is  enrolled  and  is  regularly  attending  classes  at  a 
school,  college,  or  university. 

The  new  paragraph  (3)  excludes  from  employment  service  not  in  the 
course  of  the  employer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  in  any  calendar  quarter 
by  an  employee,  but  only  if  the  cash  remuneration  paid  to  an  indi¬ 
vidual  for  such  service  is  less  than  $25  or  such  service  is  performed  by 
an  individual  who  is  not  regularly  employed  by  the  employer  to  per¬ 
form  such  service.  The  amendment  substitutes  a  cash  and  regularity- 
of-employment  test  for  the  test  set  forth  in  existing  law  governing 
casual  labor.  The  cash  test  refers  to  the  cash  paid  for  services  per¬ 
formed  during  a  calendar  quarter,  regardless  of  when  paid.  Paragraph 

(3)  provides  that  an  individual  shall  be  deemed,  for  the  purposes  of 
such  paragraph,  to  be  regularly  employed  by  an  employer  during  a  cal¬ 
endar  quarter  only  if  (1)  such  individual  performs  for  such  employer 
service  of  the  prescribed  character  dming  some  portion  of  at  least 
26  days  during  the  calendar  quarter,  or  (2)  such  individual  was 
regularly  employed  (determined  in  accordance  with  the  test  here¬ 
inbefore  referred  to  in  this  sentence)  by  such  employer  in  the  per¬ 
formance  of  service  of  the  prescribed  character  during  the  preceding 
calendar  quarter.  As  used  in  paragraph  (3),  the  term  “cash  remuner¬ 
ation”  includes  checks  and  other  monetary  media  of  exchange. 

Paragraph  (4)  continues  without  change  the  present  family  employ¬ 
ment  exclusion. 
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Paragraph  (5)  continues  without  change  the  present  exclusion  of 
service  performed  on  or  in  connection  with  a  vessel  not  an  American 
vessel,  but  extends  the  exclusion  to  service  performed  by  an  individual 
on  or  in  connection  with  an  aircraft  not  an  American  aircraft  if  such 
individual  is  employed  on  and  in  coimection  with  such  aircraft  when 
it  is  outside  the  United  States. 

Paragraphs  (6)  and  (7)  supersede  paragraph  (6)  of  existing  law. 
The  existing  paragraph  excludes  from  employment  service  in  the  em¬ 
ploy  (1)  of  the  United  States  or  (2)  of  an  instrumentality  of  the  United 
States  which  is  either  wholly  owned  by  the  United  States  or  exempt 
from  the  employers’  tax  imposed  by  section  1410  of  the  code  by  virtue 
of  any  other  provision  of  law.  The  effect  of  the  new  paragraphs  (6) 
and  (7)  is  to  include  as  employment  a  portion  of  the  Federal  services 
excluded  from  employment  under  existing  law. 

The  new  paragraph  (6)  excludes  from  employment  service  performed 
in  the  employ  of  any  instrumentality  of  the  United  States,  if  such  instru¬ 
mentality  is  exempt  from  the  employers’  tax  imposed  by  section  1410 
of  the  code  by  virtue  of  any  other  provision  of  law  which  specifically 
refers  to  section  1410  of  the  code  in  granting  the  exemption  from  the 
tax  imposed  by  such  section.  (In  connection  with  par.  (6),  see  the 
explanation  of  sec.  1413,  added  by  sec.  203  (a)  of  the  bill.) 

The  new  paragraph  (7)  excludes  from  employment  service  per¬ 
formed  in  the  employ  of  the  United  States  Government,  or  in  the 
employ  of  any  instrumentality  of  the  United  States  which  is  partly 
or  wholly  owned  by  the  United  States,  but  only  if  (1)  such  service  is 
covered  by  a  retirement  system,  established  by  a  law  of  the  United 
States,  for  employees  of  the  United  States  or  of  such  instrumentality, 
or  (2)  the  service  is  of  the  character  described  in  any  one  of  a  list  of 
13  special  classes  of  excepted  services.  Determinations  as  to  whether 
the  particular  service  is  covered  by  a  retirement  system  of  the  req- 
quisite  character  are  to  be  made  on  the  basis  of  whether  such  service 
is  covered  under  a  law  enacted  by  the  Congress  of  the  United  States 
which  specifically  provides  for  the  establishment  of  such  retirement 
system. 

The  special  classes  of  excepted  Federal  services  (in  addition  to 
services  covered  under  a  federally  established  retirement  system)  are 
as  follows: 

(A)  Service  performed  by  the  President  or  Vice  President  of  the 
United  States  or  by  a  Member  of  the  Congress  of  the  United  States,  a 
Delegate  to  the  Congress,  or  a  Resident  Commissioner; 

(B)  Service  performed  in  the  legislative  branch  of  the  United  States 
Government  (service  in  the  judicial  branch  of  the  U.  S.  Government  is 
excluded  from  employment  under  paragraph  (7)  by  reason  of  the  fact 
that  all  service  performed  in  such  branch  is  covered  by  a  retirement 
system  established  by  congressional  enactment) ; 

(C)  Service  performed  in  the  field  service  of  the  Post  Office  Depart¬ 
ment; 

(D)  Service  performed  in  or  under  the  Bureau  of  the  Census  of  the 
Department  of  Commerce  by  temporary  employees  employed  for  the 
actual  taking  of  any  census  (exclusive  of  clerical  or  other  employees 
employed  for  work  other  than  in  the  actual  taking  of  the  census) ; 

(E)  Service  performed  by  an  employee  who  is  excluded  by  Execu¬ 
tive  order  from  the  operation  of  the  Civil  Service  Retirement  Act  of 
May  29,  1930,  because  of  payment  on  a  contract  or  fee  basis; 
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(F)  Service  performed  by  an  employee  for  nominal  compensation 
of  $12  or  less  per  annum; 

(G)  Service  performed  in  a  hospital,  home,  or  other  institution  of 
the  United  States  by  a  patient  or  inmate  thereof; 

(H)  Service  performed  by  an  employee  who  is  excluded  by  Execu¬ 
tive  order  from  the  operation  of  the  Civil  Service  Retirement  Act  of 
May  29,  1930,  because  such  employee  is  serving  under  a  temporary 
appointment  pending  final  determination  of  eligibility  for  permanent 
or  indefinite  appointment; 

(I)  Service  performed  by  a  consular  agent  appointed  under  the 
authority  of  section  551  of  the  Foreign  Service  Act  of  1946; 

(J)  Service  performed  by  student  nurses,  medical  or  dental  interns, 
residents-in-training,  student  dietitians,  student  physical  therapists, 
or  student  occupational  therapists,  assigned  or  attached  to  a  hospital, 
clinic,  or  medical  or  dental  laboratory  operated  by  any  department, 
agency,  or  instrumentality  of  the  Federal  Government,  or  by  certain 
other  student  employees  described  in  section  2  of  the  act  of  August  4, 
1947; 

(K)  Service  performed  in  the  employ  of  the  Tennessee  Valley  Au¬ 
thority  in  a  position  which  is  covered  by  a  retirement  system  estab¬ 
lished  by  such  Authority; 

(L)  Service  performed  by  an  employee  serving  on  a  temporary  basis 
in  case  of  fire,  storm,  earthquake,  flood,  or  other  emergency;  or 

(M)  Service  performed  by  an  employee  who  is  employed  under  a 
Federal  relief  program- to  relieve  him  from  unemployment. 

The  new  paragraphs  (6)  and  (7)  have  the  effect  of  extending  coverage 
to  Federal  service  (including  service  in  the  employ  of  instrumentalities 
of  the  United  States)  not  covered  under  a  Federal  retirement  system 
and  not  included  in  one  of  the  special  classes  listed  above  in  paragraphs 
(A)  to  (M),  inclusive.  Service  performed  by  most  civilian  and  all 
military  personnel  of  the  United  States  will  be  excluded  from  employ¬ 
ment  since  such  services  are  covered  by  a  retirement  system  estab¬ 
lished  by  a  law  of  the  United  States.  On  the  other  hand,  service 
(which  otherwise  constitutes  employment)  in  the  employ  of  some 
instrumentalities  of  the  United  States,  such  as  Federal  credit  unions, 
Federal  home  loan  banks,  Federal  Reserve  banks,  national  farm  loan 
associations,  and  production  credit  associations,  will  be  covered  em¬ 
ployment  under  the  amendments  made  by  the  bill. 

Paragraph  (8)  supersedes  the  existing  exclusion  from  employment 
of  service  performed  for  State  governments,  their  political  subdivisions, 
and  certain  of  their  instrumentalities.  The  new  paragraph  (8)  is 
divided  into  subparagraphs  (A)  and  (B).  Subparagraph  (A)  excludes 
from  employment  service  (other  than  service  to  which  subpar.  (B)  is 
applicable — that  is,  certain  service  performed  in  the  employ  of  a 
political  subdivision  of  a  State  in  connection  with  the  operation  of  a 
public  transportation  system)  performed  in  the  employ  of  a  State,  or 
any  political  subdivision  thereof,  or  any  instrumentality  of  any  one 
or  more  of  the  foregoing  which  is  wholly  owned  by  one  or  more  States 
or  political  subdivisions.  Although  State  and  local  government 
employees  (other  than  those  to  whom  coverage  is  extended  under 
subpar.  (B))  are  not  covered  for  the  purposes  of  the  taxes  imposed 
under  the  Federal  Insurance  Contributions  Act,  provision  is  made 
under  title  II  of  the  Social  Security  Act  for  the  coverage  of  such 
employees  for  purposes  of  benefits  by  means  of  State  compacts. 
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Subparagraph  (B)  excludes  from  employment  service  performed  in  the 
employ  of  any  political  subdivision  of  a  State  (including  an  instru¬ 
mentality  of  one  or  more  political  subdivisions  of  a  State)  in  connection 
with  the  operation  of  any  public  transportation  system,  subject  to 
the  exception  set  forth  in  such  subparagraph. 

The  effect  of  such  exception  is  to  include  as  employment  service 
performed  by  an  employee  in  the  employ  of  any  political  subdivision 
of  a  State  (including  an  instrumentality  of  one  or  more  political  sub¬ 
divisions)  in  connection  with  the  operation  of  any  public  transporta¬ 
tion  system  whose  service  is  not  included  under  an  agreement  entered 
into  pursuant  to  section  218  of  the  Social  Security  Act  (relating  to  the 
coverage  of  State  and  local  government  employees  for  the  purposes 
of  title  II  of  the  Social  Security  Act)  and  (1)  who  became  an  employee 
of  such  political  subdivision  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system  or  any  part 
thereof;  and  (2)  who  prior  to  such  acquisition  rendered  services  which 
constituted  employment  in  connection  with  the  operation  of  such 
transportation  system  or  part  thereof.  However,  in  the  case  of  an 
employee  described  in  clauses  (1)  and  (2)  of  the  preceding  sentence 
who  became  such  an  employee  in  connexion  with  an  acquisition  made 
prior  to  January  1,  1950,  service  of  the  prescribed  character  performed 
by  such  employee  will  not  constitute  employment  if  the  political 
subdivision  employing  him  files  with  the  Commissioner  of  Internal 
Revenue  prior  to  January  1,  1950,  a  statement  that  it  does  not  favor 
the  inclusion  under  subparagraph  (B)  of  any  employee  acquired  in 
connection  with  any  such  acquisition  made  prior  to  January  1,  1950. 

Paragraph  (9),  which  takes  the  place  of  the  existing  exclusion  from 
employment  of  service  performed  for  certain  religious,  charitable, 
scientific,  literary,  educational,  or  humane  organizations,  excludes 
service  performed  by  a  duly  ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by  such  order.  The 
change  in  this  provision  extends  coverage  to  service  performed  for 
such  nonprofit  organizations,  except  as  such  service  may  be  excluded 
under  the  new  paragraph  (9)  or  other  numbered  paragraphs  of  section 
1426  (b)  of  the  code.  The  exclusion  contained  in  the  new  paragraph 

(9)  applies  to  the  performance  of  services  which  are  ordinarily  the 
duties  of  such  ministers  or  members  of  religious  orders.  The  duties 
of  ministers  include  the  ministration  of  sacerdotal  functions  and  the 
conduct  of  religious  worship,  and  the  control,  conduct,  and  mainte¬ 
nance  of  religious  organizations  (including  the  religious  boards, 
societies,  and  other  integral  agencies  of  such  organizations),  under  the 
authority  of  a  religious  body  constituting  a  church  or  church  denom¬ 
ination. 

Paragraph  (10)  continues  without  change  the  existing  exclusion  of 
service  performed  by  an  employee  or  employee  representative  covered 
by  the  railroad  retirement  system. 

Paragraph  (11)  revises  certain  exclusions  contained  in  paragraph 

(10)  of  existing  law,  and  omits  others.  Subparagraph  (A)  of  para¬ 
graph  (11)  excludes  service  performed  in  any  calendar  quarter  in  the 
employ  of  any  organization  exempt  from  income  tax  under  section  101 
of  the  code,  if  the  remuneration  for  such  service  is  less  than  $100  ($45 
or  less  under  existing  law).  The  dollar  test  under  subparagraph  (A)  is 
the  amount  earned  in  a  calendar  quarter  and  not  the  amount  paid  in  a 
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calendar  quarter.  Subparagraph  (B)  excludes  service  performed  in 
the  employ  of  a  school,  college,  or  university,  whether  or  not  exempt 
from  income  tax  under  section  101,  if  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly  attending  classes  at  such 
school,  college,  or  university. 

Paragraphs  (12)  and  (13)  continue  without  change  the  present 
exclusion  of  service  performed  in  the  employ  of  a  foreign  government 
or  of  a  wholly  owned  instrumentality  of  a  foreign  government  under 
certain  prescribed  conditions. 

Paragraph  (14)  continues  without  change  the  exclusion  of  service 
performed  by  certain  student  nurses  and  interns. 

Paragraph  (15)  continues  without  change  the  present  exclusion  of 
certain  fishing  services. 

Paragraph  (16)  continues  without  change  the  present  exclusion  of 
services  performed  in  the  delivery  and  distribution  of  newspapers, 
shopping  news,  and  magazines  under  certain  prescribed  conditions. 

Paragraph  (17)  continues  without  change  the  present  exclusion  of 
service  performed  for  an  international  organization. 

Paragraph  (18)  excludes  from  employment  service  performed  by 
an  individual  in  the  sale  or  distribution  of  goods  or  commodities  for 
another  person,  off  the  premises  of  such  person,  under  an  arrangement 
whereby  such  individual  receives  his  entire  remuneration  (other  than 
prizes)  for  such  service  directly  from  the  purchasers  of  such  goods  or 
commodities,  if  such  person  makes  no  provision  (other  than  by  corre¬ 
spondence)  with  respect  to  the  training  of  such  individual  for  the 
performance  of  such  service  and  imposes  no  requirement  upon  such 
individual  with  respect  to  (1)  the  fitness  of  such  individual  to  perform 
such  service,  (2)  the  geographical  area  in  which  such  service  is  to  be 
performed,  (3)  the  volume  of  goods  or  commodities  to  be  sold  or 
distributed,  or  (4)  the  selection  or  solicitation  of  customers.  The 
requirement  as  to  fitness  does  not  include  a  requirement  as  to  the  age 
or  sex  of  the  individual. 

Subsection  (b)  of  section  205  of  the  bill,  effective  January  1,  1950, 
amends  subsection  (e)  of  section  1426  of  the  code,  which  defines  the 
term  “State.”  The  new  subsection  (e)  contains  three  separate  num¬ 
bered  paragraphs.  The  new  paragraph  (1)  defines  the  term  “State.” 
Under  the  existing  law  the  term  “State”  includes  Alaska,  Hawaii,  and 
the  District  of  Columbia.  The  amendment  also  includes  within  such 
term  the  Virgin  Islands  and,  on  and  after  the  effective  date  specified 
in  section  1633  of  the  code  (i.  e.,  the  date  on  which  the  provisions  of 
title  II  of  the  Social  Security  Act  are  extended  to  Puerto  Rico), 
Puerto  Rico.  The  new  paragraph  (2)  provides  that  the  term  “United 
States”  when  used  in  a  geographical  sense  includes  the  Virgin  Islands 
and,  on  and  after  the  effective  date  specified  in  section  1633,  Puerto 
Rico.  The  new  paragraph  (3),  relating  to  the  term  “citizen  of  the 
United  States,”  provides  that  an  individual  who  is  a  citizen  of  Puerto 
Rico  (but  not  otherwise  a  citizen  of  the  United  States)  and  who  is 
not  a  resident  of  the  United  States  shall  not  be  considered,  for  the 
purposes  of  section  1426  of  the  code,  as  a  citizen  of  the  United  States 
prior  to  the  effective  date  specified  in  section  1633.  Paragraph  (3) 
is  designed  to  exclude  from  employment  (prior  to  the  effective  date 
specified  in  sec.  1633)  services  performed  by  such  a  citizen  of  Puerto 
Rico  who  works  in  Puerto  Rico  (or  elsewhere  outside  the  United 
States)  as  an  employee  for  an  American  employer  (as  defined  in 
sec.  1426  (i)). 
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Subsection  (c)  of  section  205  of  the  bill  amends  subsection  (g)  of 
section  1426  of  the  code,  which  defines  the  term  “American  vessel,” 
by  making  a  change  in  the  heading  of  such  subsection  and  by  adding  a 
definition  of  the  term  “American  aircraft.”  The  term  “American 
aircraft”  is  defined,  for  purposes  of  the  Federal  Insurance  Contribu¬ 
tions  Act,  to  mean  an  aircraft  registered  under  the  laws  of  the  United 
States.  Subsection  (g)  of  this  section  of  the  bill  provides  that  the 
amendment  made  by  subsection  (c)  shall  be  applicable  only  with 
respect  to  services  performed  after  December  31,  1949. 

Subsection  (d)  of  section  205  of  the  bill  amends  subsection  (h)  of 
section  1426  of  the  code,  which  defines  the  term  “agricultural  labor” 
for  purposes  of  the  Federal  Insurance  Contributions  Act.  Subsection 
(h)  of  existing  law  contains  four  numbered  paragraphs.  The  new  sub¬ 
section  (h)  likewise  contains  four  numbered  paragraphs.  Paragraph 

(1)  of  existing  law  relates  primarily  to  service  performed  on  a  farm,  in 
the  employ  of  any  person,  in  cultivating  the  soil  or  in  raising  or 
harvesting  any  agricultural  or  horticultural  commodity.  Paragraph 

(2)  of  existing  law  relates  primarily  to  service  performed  in  the  employ 
of  the  owner,  tenant,  or  other  operator  of  a  farm  in  connection  with  the 
operation,  management,  conservation,  improvement,  or  maintenance 
of  such  farm  and  its  tools  and  equipment,  if  the  major  portion  of 
the  service  is  performed  on  a  farm.  The  new  paragraphs  (1)  and  (2) 
continue  without  change  the  provisions  of  paragraphs  (1)  and  (2)  of 
existing  law. 

Paragraph  (3)  of  existing  law  includes  as  agricultural  labor  the  fol¬ 
lowing  services  even  though  not  performed  on  a  farm:  Services 
performed  in  connection  with  the  production  or  harvesting  of  maple 
sirup  or  maple  sugar  or  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agricultural  Marketing  Act,  as 
amended,  or  in  connection  with  the  raising  or  harvesting  of  mush¬ 
rooms,  or  in  connection  with  the  hatching  of  poultry,  or  in  connec¬ 
tion  with  the  ginning  of  cotton,  or  in  connection  with  the  operation 
or  maintenance  of  ditches,  canals,  reservoirs,  or  waterways  used  ex¬ 
clusively  for  supplying  and  storing  water  for  farming  purposes.  The 
new  paragraph  (3)  includes  as  agricultural  labor  only  services  per¬ 
formed  in  connection  with  the  production  or  harvesting  of  any  com¬ 
modity  defined  as  an  agricultural  commodity  in  section  15  (g)  of  the 
Agriculti  ral  Marketing  Act,  as  amended,  or  in  connection  with  the 
ginning  of  cotton.  The  effect  of  the  amendment  to  paragraph  (3) 
is  to  exclude  from  the  definition  of  agricultural  labor  services  per¬ 
formed  in  connection  with  the  production  or  harvesting  of  maple  sap, 
or  in  connection  with  the  raising  or  harvesting  of  mushrooms,  or  in 
connection  with  the  hatching  of  poultry,  unless  such  services  are 
performed  on  a  farm  (as  defined  in  sec.  1426  (h)).  Thus,  services 
performed  in  connection  with  the  operation  of  a  hatchery,  if  not 
operated  as  part  of  a  poultry  or  other  farm,  will  be  covered  employ¬ 
ment.  Under  the  amendment  services  performed  in  the  processing 
(as  distinguished  from  the  gathering)  of  marie  sap  into  maple  sirup 
or  maple  sugar  do  not  constitute  agricultural  labor,  even  though  such 
services  are  performed  on  a  farm.  Services  performed  in  connection 
with  the  operation  or  maintenance  of  ditches,  canals,  reservoirs,  or 
waterways  used  exclusively  for  supplying  and  storing  water  for  farm¬ 
ing  purposes,  do  not  constitute  agricultural  labor,  unless  the  major 
part  of  such  services  is  performed  on  a  farm  and  such  services  are 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  194  9 


133 


performed  in  the  employ  of  the  owner,  tenant,  or  other  operator  of  a 
farm,  in  connection  with  the  operation,  conservation,  improvement, 
or  maintenance  of  such  farm. 

Paragraph  (4)  of  existing  law  includes  as  agricultural  labor  service 
performed  in  the  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to  storage  or  to 
market  or  to  a  carrier  for  transportation  to  market,  any  agricultural 
or  horticultural  commodity,  provided  such  service  is  performed  as 
an  incident  to  ordinary  farming  operations  or,  in  the  case  of  fruits  or 
vegetables,  as  an  incident  to  the  preparation  of  such  fruits  and  vege¬ 
tables  for  market.  Subparagraphs  (A)  and  (B)  of  the  new  para¬ 
graph  (4)  are  a  complete  revision  of  the  afore-mentioned  provisions 
of  paragraph  (4)  of  existing  law.  Under  such  subparagraph  (A) 
the  term  “agricultural  labor”  includes  service  performed  in  the  em¬ 
ploy  of  the  owner-operator,  tenant-operator,  or  other  operator  of  a 
farm  in  handling,  planting,  drying,  packing,  packaging,  processing, 
freezing,  grading,  storing,  or  delivering  to  storage  or  to  market  or  to  a 
carrier  for  transportation  to  market,  any  agricultural  or  horticultural 
commodity  in  its  unmanufactured  state,  provided  such  operator 
produced  more  than  one-half  of  the  commodity  with  respect  to  which 
such  service  is  performed.  Under  such  subparagraph  (B)  the  term 
“agricultural  labor”  includes  service  of  the  character  described  in  the 
preceding  sentence  performed  in  the  employ  of  a  group  of  operators 
of  farms  (other  than  a  cooperative  organization),  provided  such  oper¬ 
ators  produced  all  of  the  commodity  with  respect  to  which  such  service 
is  performed.  The  tests  “as  an  incident  to  ordinary  farming  opera¬ 
tions”  and  “as  an  incident  to  the  preparation  of  fruits  or  vegetables 
for  market”  have  been  stricken  by  the  amendment  and  in  lieu  thereof 
three  tests  have  been  substituted,  namely,  the  status  of  the  person 
for  whom  the  service  is  performed,  the  state  of  the  commodity  with 
respect  to  which  the  service  is  performed,  and  the  extent  to  which 
such  commodity  was  produced  by  the  operator  or  group  of  operators 
in  whose  emplov  the  service  is  performed. 

Under  existing  law  service  of  the  prescribed  character  performed 
with  respect  to  fruits  or  vegetables  in  the  employ  of  any  person  con¬ 
stitutes  agricultural  labor,  provided  such  service  is  performed  “as  an 
incident  to  the  preparation  of  such  fruits  or  vegetables  for  market”; 
and  such  service  with  respect  to  all  other  agricultural  or  horticultural 
commodities  constitutes  agricultural  labor,  if  the  service  is  performed 
“as  an  incident  to  ordinary  farming  operations.”  Under  the  amend¬ 
ment  service  of  the  character  prescribed  therein  is  included  as  agri¬ 
cultural  labor  only  if  performed  in  the  employ  of  the  operator  of  a 
farm  or  a  group  of  operators  of  farms  (other  than  a  cooperative 
organization).  The  term  “operator  of  a  farm”  as  used  in  paragraph 
(4)  means  an  owner,  tenant,  or  other  person  in  possession  of  a  farm 
and  engaged  in  the  operation  of  such  farm.  Service  of  the  prescribed 
character  performed  in  the  employ  of  a  cooperative  organization  does 
not  constitute  agricultural  labor.  The  term  “organization”  as  used 
in  subparagraph  (B)  includes  corporations,  joint-stock  companies,  and 
associations  which  are  treated  as  corporations  under  the  Internal 
Revenue  Code.  For  the  purposes  of  such  subparagraph,  any  unin¬ 
corporated  group  of  operators  shall  be  deemed  a  cooperative  organiza¬ 
tion  if  the  number  of  operators  comprising  such  group  is  more  than 
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20  at  any  time  during  the  calendar  quarter  in  which  the  service  in¬ 
volved  is  performed. 

Under  the  amendment  service  of  the  prescribed  character  with 
respect  to  an  agricultural  or  horticultural  commodity  constitutes 
agricultural  labor  only  if  the  service  is  performed  with  respect  to  such 
commodity  in  its  unmanufactured  state.  The  effect  of  this  provision 
is  to  exclude  from  the  definition  of  agricultural  labor  under  paragraph 
(4)  any  service  of  the  prescribed  character  performed  with  respect  to 
a  commodity  the  character  of  which  has  been  changed  from  its  raw 
or  natural  state  by  a  processing  operation.  For  example,  the  slicing 
and  sun-drying  or  dehydration  of  apples  are  not  processing  operations 
which  change  the  character  of  the  apples,  but  the  grinding  of  dried 
apples  or  the  pressing  of  raw  apples  into  cider  is  a  processing  operation 
which  changes  the  character  of  the  apples  from  their  raw  or  natural 
state.  Where  the  service  of  the  prescribed  character  is  performed  in 
the  employ  of  the  operator  of  a  farm,  such  service  does  not  constitute 
agricultural  labor  under  the  amendment  unless  such  operator  pro¬ 
duced  more  than  one-half  of  the  commodity  with  respect  to  which  the 
service  is  performed.  Where  the  service  is  performed  in  the  employ 
of  a  group  of  operators  of  farms  (other  than  a  cooperative  organiza¬ 
tion),  such  service  does  not  constitute  agricultural  labor  under  the 
amendment  unless  such  operators  produced  all  of  the  commodity 
with  respect  to  which  the  service  is  performed.  The  term  “com¬ 
modity”  refers  to  a  single  agricultural  or  horticultural  product,  that 
is,  all  apples  are  to  be  treated  as  a  single  commodity,  while  apples  and 
peaches  are  to  be  treated  as  two  separate  commodities.  The  service 
with  respect  to  each  such  commodity  is  to  be  considered  separately. 

Subparagraph  (C)  provides  in  effect  that  service  of  the  prescribed 
character  performed  in  connection  with  commercial  canning  or  com¬ 
mercial  freezing  or  in  connection  with  any  agricultural  or  horticultural 
commodity  after  its  delivery  to  a  terminal  market  for  distribution  for 
consumption  does  not  constitute  agricultural  labor  under  paragraph 
(4).  This  provision  is  in  all.  material  respects  the  same  as  that  in 
existing  law. 

The  new  paragraph  (4)  continues  without  change  the  definition  of 
the  term  “farm,”  but  extends  the  application  of  such  definition  to  the 
entire  section  1426  of  the  code,  rather  than  limiting  it  to  the  definition 
of  the  term  “agricultural  labor”  as  in  existing  law. 

Subsection  (g)  of  section  205  of  the  bill  provides  that  the  amend¬ 
ments  to  section  1426  (h)  made  by  subsection  (d)  of  this  section  of 
the  bill  shall  be  applicable  only  with  respect  to  services  performed 
after  December  31,  1949. 

The  amendment  of  the  definition  of  “agricultural  labor”  for  the 
purposes  of  the  Federal  Insurance  Contributions  Act  will  auto¬ 
matically  be  applicable  for  the  purposes  of  income-tax  withholding 
on  wages  (for  services  performed  after  1949),  since  section  1621  (a)  (2) 
of  the  code  (defining  “wages”  for  income-tax  withholding)  .provides 
that  the  term  “wages”  shall  not  include  remuneration  paid  for  “agri¬ 
cultural  labor”  as  defined  in  section  1426  (h). 

Subsection  (e)  of  section  205  of  the  bill  amends  section  1426  of  the 
code  by  striking  out  subsections  (i)  and  (j),  relating  respectively  to 
certain  services  performed  for  the  War  Shipping  Administration  or  the 
United  States  Maritime  Commission  and  to  certain  services  performed 
for  the  Bonneville  Power  Administrator  (these  provisions  are  super¬ 
seded  by  the  new  sections  1420  (e)  and  1426  (b)  of  the  code),  and  by 
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inserting  in  lieu  thereof  a  new  subsection  (i).  The  new  subsection  (i) 
defines  the  term  “American  employer,”  for  purposes  of  the  Federal 
Insurance  Contributions  Act,  to  mean  an  employer  which  is  (1)  the 
United  States  or  any  instrumentality  thereof,  (2)  an  individual  who 
is  a  resident  of  the  United  States,  (3)  a  partnership,  if  two-thirds 
or  more  of  the  partners  are  residents  of  the  United  States,  (4)  a  trust 
all  the  trustees  of  which  are  residents  of  the  United  States,  or  (5)  a 
corporation  organized  under  the  laws  of  the  United  States  or  of  any 
State.  Subsection  (g)  of  this  section  of  the  bill  provides  that  the 
amendment  made  by  subsection  (e)  shall  be  applicable  only  with 
respect  to  services  performed  after  December  31,  1949. 

Subsection  (f)  of  section  205  of  the  bill  conforms  section  1426  (c)  of 
the  code,  relating  to  the  included-excluded  rule  for  determining  em¬ 
ployment,  to  the  change  in  the  paragraph  number  of  the  exclusion 
from  employment  of  service  performed  by  an  individual  covered  under 
the  railroad  retirement  system. 

DEFINITION  OF  EMPLOYEE 

Section  206:  Subsection  (a)  of  this  section  amends  subsection  (d) 
of  section  1426  of  the  Internal  Revenue  Code,  which  defines  the  term 
“employee”  for  the  purposes  of  the  Federal  Insurance  Contributions 
Act. 

The  provisions  of  subsection  (d)  of  section  1426,  as  amended  bv  the 
bill,  are  identical  with  the  provisions  of  section  210  (k)  of  the  Social 
Security  Act  as  amended  by  section  104  (a)  of  the  bill.  The  term 
“employee”,  for  the  purposes  of  the  Federal  Insurance  Contributions 
Act,  lias  exactly  the  same  meaning  as  when  used  in  title  II  of  the 
Social  Security  Act  as  amended  by  the  bill.  A  detailed  discussion  of 
the  new  definition  appears  in  the  explanation  in  this  report  of  the 
term  “employee”  as  defined  in  section  210  (k)  of  the  Social  Security 
Act  (added  by  section  104  (a)  of  the  bill). 

Subsection  (b)  of  section  206  of  the  bill  provides  that  the  amendment 
made  by  subsection  (a)  shall  be  applicable  only  with  respect  to  services 
performed  after  December  31,  1949. 

SELF-EMPLOYMENT  INCOME 

Section  207:  Subsection  (a)  of  this  section  amends  chapter  9  of  the 
Internal  Revenue  Code  by  adding  thereto  subchapter  F,  entitled  “Tax 
on  Self-Employment  Income”.  Subchapter  F,  the  short  title  of  which 
is  the  “Self-Employment  Contributions  Act”,  is  comprised  of  sections 
1640  to  1647,  both  inclusive. 

Bate  of  tax 

Section  1640  imposes  an  income  tax  for  each  taxable  year  beginning 
after  December  31,  1949,  upon  the  self-employment  income  of  every 
individual.  (The  term  “self-employment  income”  is  defined  in 
section  1641  (b),  which  section  is  discussed  below.)  The  rates  of  the 
tax  on  such  income  for  the  respective  taxable  years  are  as  follows: 

For  taxable  years:  Percent 

Beginning  in  1950 _  2)4 

Beginning  after  Dec.  31,  1950,  and  before  Jan.  1,  1960 _  3 

Beginning  after  Dec.  31,  1959,  and  before  Jan.  1,  1965 _  3% 

Beginning  after  Dec.  31,  1964,  and  before  Jan.  1,  1970 _  414 

Beginning  after  Dec.  31,  1969 _  4% 
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Definitions 

Section  1641  defines  certain  terms  for  the  purposes  of  the  Self- 
Employment  Contributions  Act. 

Definition  of  net  earnings  from  self-employment 

Subsection  (a)  of  section  1641  defines  the  term  “net  earnings  from 
self-employment”  for  purposes  of  the  Self-Employment  Contributions 
Act.  Such  term  is  defined  to  mean — 

(1)  the  gross  income,  as  computed  under  chapter  1  of  the 
Internal  Revenue  Code,  derived  by  an  individual  from  any  trade 
or  business  carried  on  by  such  individual,  less  the  deductions 
allowed  under  chapter  1  which  are  attributable  to  such  trade  or 
business;  plus 

(2)  the  distributive  share  of  such  individual  (whether  or  not 
distributed)  of  the  net  income  or  loss,  as  computed  under  chapter 
1  of  the  code,  from  any  trade,  or  business  carried  on  by  a  partner¬ 
ship  of  which  he  is  a  member; 

subject  to  the  exclusion  of  certain  trades  and  businesses  provided  in 
section  1641  (c)  and  to  certain  special  rules  set  forth  in  paragraphs  (1) 
through  (8)  of  section  1641  (a)  for  computing  such  gross  income  and 
deductions  and  such  distributive  share  of  partnership  net  income  or 
loss. 

The  gross  income  and  deductions  of  an  individual  attributable  to 
a  trade  or  business,  for  the  purpose  of  ascertaining  his  net  earnings 
from  self-employment,  are  to  be  determined  by  reference  to  the  appli¬ 
cable  income  tax  provisions  in  chapter  1  of  the  code.  The  trade  or 
business  must  be  “carried  on”  by  the  individual,  either  personally  or 
through  agents  or  employees,  in  order  for  the  income  to  be  included 
in  his  “net  earnings  from  self-employment.”  Accordingly,  gross 
income  derived  by  an  individual  from  a  trade  or  business  carried  on 
by  him  does  not  include  income  derived  by  a  beneficiary  from  an  estate 
or  trust  even  though  such  income  is  derived  from  a  trade  or  business 
carried  on  by  the  estate  or  trust. 

An  individual  may  be  engaged  in  more  than  one  trade  or  business. 
If  so,  his  net  earnings  from  self-employment  are  the  aggregate  of  his 
net  earnings  from  self-employment  of  each  trade  or  business  carried 
on  by  him.  Thus,  a  loss  sustained  in  one  trade  or  business  of  an 
individual  will  operate  to  reduce  the  income  derived  from  another 
trade  or  business  of  such  individual. 

The  net  earnings  from  self-employment  of  an  individual  include, 
in  addition  to  the  earnings  from  a  trade  or  business  carried  on  by 
him,  his  distributive  share  of  the  net  income  or  loss  from  any  trade  or 
business  carried  on  by  each  partnership  of  which  he  is  a  member. 
The  individual’s  distributive  share  of  the  net  income  or  loss  of  the 
partnership  means  his  share  of  such  net  income  or  loss  as  computed 
under  chapter  1  of  the  code,  subject  to  the  special  rides  set  forth  in 
section  1641  (a)  (1)  to  (8)  and  the  exemptions  provided  in  section  1641 
(c).  In  computing  the  net  earnings  from  self-employment  of  a 
partner,  if  the  taxable  year  of  the  partner  is  different  from  that  of 
the  partnership,  the  distributive  share  to  be  included  in  computing 
the  net  earnings  from  self-employment  of  the  partner  shall  be  based 
upon  the  net  income  or  loss  of  the  partnership  for  any  taxable  year 
of  the  partnership  (even  though  beginning  prior  to  January  1,  1*950) 
ending  within  or  with  the  taxable  year  of  the  partner.  Only  a 
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partnership  recognized  as  such  for  the  purposes  of  chapter  1  is  treated 
as  a  partnership  for  the  purposes  of  determining  the  net  earnings 
from  self-employment  of  the  partner.  Accordingly,  a  partnership 
which  constitutes  an  association  taxable  as  a  corporation  under  the 
provisions  of  chapter  1  is  not  recognized  as  a  partnership  for  such 
purposes.  Moreover,  only  the  net  income  or  loss  derived  by  the 
partnership  from  carrying  on  a  trade  or  business  is  taken  into  account. 
Any  net  income  or  loss  of  the  partnership  derived  from  sources  clearly 
unrelated  to  the  trade  or  business  carried  on  by  it  is  excluded  in 
determining  the  net  earnings  from  self-employment  of  the  partners. 
The  net  earnings  from  self-employment  of  a  partner  include  his 
distributive  share  of  the  net  income  or  loss  of  a  partnership  of  which 
he  is  a  member,  irrespective  of  the  nature  of  his  membership,  as  for 
example,  as  a  limited  or  inactive  member. 

wSpecial  rules  for  computing  the  gross  income  and  deductions  of  an 
individual  from  a  trade  or  business  and  his  distributive  share  of  the 
net  income  or  loss  of  a  partnership  from  a  trade  or  business  are  set 
forth  in  paragraphs  (1)  to  (8),  both  inclusive,  of  section  1641  (a).  '< 

Paragraph  (1)  excludes  rentals  from  real  estate,  including  personal 
property  leased  with  the  real  estate,  and  deductions  attributable 
thereto,  unless  such  rentals  are  received  in  the  course  of  a  trade  or 
business  as  a  real  estate  dealer.  If  the  individual  is  not  in  a  trade  or 
business  as  a  real  estate  dealer,  all  rentals  from  real  estate,  and  deduc¬ 
tions  attributable  thereto,  are  excluded  in  computing  his  net  earnings 
from  self-employment.  For  the  purpose  of  determining  whether  the 
individual  is  a  real  estate  dealer,  the  tests  are  those  applied  under 
chapter  1  of  the  code  in  determining  whether  a  person  is  engaged  in 
the  business  of  selling  real  estate  to  his  customers.  A  person  who 
merely  owns  real  estate  and  receives  rentals  therefrom  is  not  considered 
a  real  estate  dealer.  On  the  other  hand,  a  person  who  is  engaged  in 
the  business  of  selling  real  estate  to  customers  with  a  view  to  the  gains 
and  profits  that  may  be  derived  therefrom  is  a  real  estate  dealer,  and 
rentals  received  by  him  from  such  real  estate  are  included  for  the 
purposes  of  determining  his  net  earnings  from  self-employment. 

Payments  for  the  use  or  occupancy  of  entire  private  residences 
or  living  units  in  duplex  or  multiple-housing  units  are  generally 
rentals  from  real  estate.  Except  in  the  case  of  real  estate  dealers, 
such  payments  are  excluded  under  paragraph  (1),  even  though  in  part 
attributable  to  personal  property  furnished  under  the  lease.  On  the 
other  hand,  payments  for  the  use  or  occupancy  of  rooms  or  other  space 
where  services  are  also  rendered  to  the  occupant,  such  as  for  the  use 
or  occupancy  of  rooms  or  other  quarters  in  hotels,  boarding  houses,  or 
apartment  houses  furnishing  hotel  services,  or  in  tourist  camps  or 
tourist  homes,  or  for  the  use  or  occupancy  of  space  in  parking  lots, 
warehouses,  or  storage  garages  do  not  constitute  rentals  from  real 
estate. 

Paragraph  (2)  excludes  the  income,  and  deductions  attributable 
to  such  income,  derived  from  any  trade  or  business  in  which,  if  the 
trade  or  business  were  carried  on  exclusively  by  employees,  the  major 
portion  of  the  services  would  constitute  agricultural  labor  as  defined 
in  section  1426  (h)  of  the  code.  In  case  the  services  are  in  part 
agricultural  and  in  part  nonagricultural,  the  time  devoted  to  the 
performance  of  each  type  of  service  is  the  test  to  be  used  to  determine 
whether  the  major  portion  of  the  services  would  constitute  agricultural 
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labor.  If  more  than  half  of  the  time  spent  in  performing  all  the 
services  is  spent  in  performing  services  which  would  constitute  agri¬ 
cultural  labor  under  section  1426  (h),  all  income,  and  deductions  at¬ 
tributable  to  the  income,  shall  be  excluded.  If  only  half,  or  less,  of  the 
time  spent  in  performing  all  the  services  is  spent  in  performing 
services  which  would  constitute  agricultural  labor  under  section  1426 
(h),  all  income,  and  deductions  attributable  to  the  income,  shall  be 
included.  In  every  case  the  time  spent  in  performing  the  services 
will  be  computed  by  adding  the  time  spent  in  the  trade  or  business 
during  the  taxable  year  by  every  individual  (including  the  individual 
carrying  on  such  trade  or  business  and  the  members  of  his  family) 
in  performing  such  services.  The  operation  of  paragraph  (2)  is  not 
affected  by  section  1426  (c),  relating  to  the  included-excluded  rule 
for  determining  employment. 

Paragraph  (3)  excludes  dividends  on  any  share  of  stock,  and  inter¬ 
est  on  any  bond,  debenture,  note,  certificate,  or  other  evidence  of  in¬ 
debtedness,  issued  with  interest  coupons  or  in  registered  form  by  any 
corporation  (including  one  issued  by  a  government  or  political  sub¬ 
division  thereof),  unless  such  dividends  and  interest  are  received  in 
the  course  of  a  trade  or  business  as  a  dealer  in  stocks  or  securities. 
The  effect  of  this  paragraph  is  to  exclude  all  dividends  except  divid¬ 
ends  received  by  a  dealer  in  stocks  or  securities  in  the  course  of  his 
trade  or  business.  Only  interest  of  the  specified  character  is  cate¬ 
gorically  excluded  for  all  persons  other  than  dealers  in  stocks  or  secu¬ 
rities.  Other  interest  received  in  the  course  of  any  trade  or  business 
(such  as  interest  received  by  a  pawnbroker  on  his  loans  or  interest 
received  by  a  merchant  on  his  accounts  or  notes  receivable)  is  not 
excluded  in  computing  net  earnings  from  self-employment. 

A  dealer  in  stocks  or  securities  is  a  merchant  of  stocks  or  securities, 
whether  an  individual  or  a  partnership,  with  an  established  place  of 
business,  regularly  engaged  in  the  business  of  purchasing  stocks  or 
securities  and  reselling  them  to  customers;  that  is,  one  who  as  a 
merchant  buys  stocks  or  securities  and  sells  them  to  customers  with 
a  view  to  the  gains  and  profits  that  may  be  derived  therefrom.  Per¬ 
sons  who  buy  and  sell  or  hold  stocks  or  securities  for  investment  or 
speculation,  irrespective  of  whether  such  buying  or  selling  constitutes 
the  carrying  on  of  a  trade  or  business,  are  not  dealers  in  stocks  or 
securities. 

Paragraph  (4)  excludes  (1)  gains  or  losses  which  are  considered  under 
chapter  1  of  the  code  as  gains  or  losses  from  the  sale  or  exchange  of 
capital  assets,  (2)  gains  or  losses  from  the  cutting  or  disposal  of  timber 
if  section  117  (j)  of  the  code  is  applicable  to  such  gains  or  losses,  and 
(3)  gains  or  losses  from  the  sale,  exchange,  involuntary  conversion,  or 
other  disposition  of  property  if  such  property  is  neither  (A)  stock  in 
trade  or  other  property  of  a  kind  which  would  properly  be  includible 
in  inventory  if  on  hand  at  the  close  of  the  taxable  year,  nor  (B)  prop¬ 
erty  held  primarily  for  sale  to  customers  in  the  ordinary  course  of  a 
trade  or  business. 

The  effect  of  this  provision  is  to  exclude  from  the  computation  of 
net  earnings  from  self-employment  all  gains  or  losses  which  are  treated 
as  capital  gains  or  losses  under  chapter  1  of  the  code,  as  well  as  gains 
or  losses  arising  from  the  disposition  or  conversion  of  property  which 
is  not  considered  as  either  (1)  stock  in  trade  or  other  property  of  a 
kind  which  would  properly  be  includible  in  inventory  if  on  hand  at  the 
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close  of  the  taxable  year,  or  (2)  property  held  primarily  for  sale  to 
customers  in  the  ordinary  course  of  a  trade  or  business.  Also  in  the 
case  of  timber,  even  though  held  primarily  for  sale  to  customers,  gain 
or  loss  is.  excluded  if  section  117  (j)  of  the  code  is  applicable  to  such 
gain  or  loss.  For  the  purpose  of  paragraph  (4)  (C)  of  section  1641  (a), 
it  is  immaterial  whether  the  property  constitutes  a  capital  asset 
within  the  meaning  of  section  117  (a)  of  the  code  or  whether  such 
property  was  held  for  more  or  less  than  6  months.  Moreover,  it  is 
immaterial  for  the  purposes  of  paragraph  (4)  (C)  whether  a  gain  or 
loss  is  treated  as  a  capital  gain  or  loss  or  as  an  ordinary  gain  or  loss  for 
the  purposes  of  chapter  1.  For  instance,  where  the  character  of  the 
loss  for  income-tax  purposes  is  governed  by  the  provisions  of  section 
117  (j)  of  the  code,  such  loss  is  excluded  under  paragraph  (4)  (C)  even 
though  such  loss  is  treated  under  section  117  (j)  as  an  ordinary  loss. 

As  used  in  paragraph  (4),  the  term  “involuntary  conversion”  means 
a  compulsory  or  involuntary  conversion  of  property  into  other  property 
or  money  as  a  result  of  its  destruction  in  whole  or  in  part,  theft  or 
seizure,  or  an  exercise  of  the  power  of  requisition  or  condemnation  or 
the  threat  or  imminence  thereof.  As  used  in  such  paragraph  the  term 
“other  disposition”  includes  the  destruction  of  property  by  fire, 
storm,  shipwreck,  or  other  casualty,  even  though  there  is  no  conver¬ 
sion  of  such  property  into  other  property  or  money. 

Paragraph  (5)  provides  that  the  deduction  for  net  operating  losses 
under  section  23  (s)  of  the  code  shall  not  be  allowed. 

Paragraph  (6)  prescribes  the  treatment  to  be  accorded  income 
subject  to  community-property  laws.  Subparagraph  (A)  provides 
that  if  any  of  the  income  derived  by  an  individual  from  a  trade  or 
business  (other  than  a  trade  or  business  carried  on  by  a  partnership) 
is  community  income  under  community-property  laws  applicable  to 
such  income,  all  of  the  gross  income  and  deductions  attributable  to 
the  trade  or  business  shall  be  treated  as  the  gross  income  and  deduc¬ 
tions  of  the  husband  unless  the  wife  actually  exercises  substantially 
all  of  the  management  and  control  of  such  trade  or  business,  in  which 
case  all  of  such  gross  income  and  deductions  shall  be  treated  as  the 
gross  income  and  deductions  of  the  wife.  “Management  and  control” 
of  the  type  to  which  reference  is  made  in  paragraph  (6)  is  not  the 
management  and  control  imputed  to  the  husband  under  the  com¬ 
munity-property  laws  but  management  and  control  in  fact.  For 
example,  a  wife  who  operates  a  beauty  parlor  without  any  appreciable 
collaboration  on  the  part  of*  her  husband  will  be  considered  as  having 
substantially  all  of  the  management  and  control  of  such  business, 
despite  the  provision  of  any  community-property  law  vesting  the 
right  of  management  and  control  over  community  property  in  the 
husband,  and  the  income  and  deductions  attributable  to  the  operation 
of  such  beauty  parlor  will  be  considered  the  income  and  deductions 
of  the  wife. 

Subparagraph  (B)  provides  that  if  any  portion  of  a  partner’s  dis¬ 
tributive  share  of  the  net  income  or  loss  from  a  trade  or  business 
carried  on  by  a  partnership  is  community  income  or  loss  under  the 
community-property  laws  applicable  to  such  share,  all  of  such  distrib¬ 
utive  share  shall  be  included  in  computing  the  net  earnings  from 
self-employment  of  such  partner;  and  no  part  of  such  share  shall  be 
taken  into  account  in  computing  the  net  earnings  from  self-employ¬ 
ment  of  the  spouse  of  such  partner. 
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Paragraph  (7)  provides  that,  in  the  case  of  any  taxable  year  begin¬ 
ning  on  or  after  the  effective  date  specified  in  section  1633  (i.  e.,  the 
date  on  which  the  provisions  of  title  II  of  the  Social  Security  Act  are 
extended  to  Puerto  Rico),  the  term  "possession  of  the  United  States,” 
as  used  in  section  251  of  the  code,  shall  not  include  Puerto  Rico;  and 
a  citizen  or  resident  of  Puerto  Rico  shall  compute  his  net  earnings 
from  self-employment  in  the  same  manner  as  a  citizen  of  the  United 
States  and  without  regard  to  the  provisions  of  section  252  of  the  code. 
In  applying  the  provisions  of  paragraph  (7),  a  citizen  of  the  United 
States  who  engages  in  the  active  conduct  of  a  trade  or  business  in 
Puerto  Rico  may  find  that  his  income  from  such  trade  or  business  is 
exempt  from  the  income  tax  imposed  by  chapter  1  (by  reason  of  the 
provisions  of  sec.  251  of  the  code)  but  that  the  same  income  (sub¬ 
ject  to  the  $3,600  limitation)  is  taxed  as  self-employment  income. 

Paragraph  (8)  excludes  from  net  earnings  from  self-employment 
income  derived  from  the  business  of  publishing  a  newspaper  or  other 
publication,  together  with  income  derived  from  other  activities  con¬ 
ducted  in  connection  therewith,  where  the  newspaper  or  other  pub¬ 
lication  has  a  paid  circulation.  The  paragraph  also  excludes  all 
deductions  attributable  to  the  production  of  such  income.  Under 
this  paragraph  an  individual  who,  either  alone  or  in  partnership, 
publishes  a  newspaper,  magazine,  or  periodical  which  is  distributed 
at  a  price  must  exclude  all  income  and  deductions  attributable  to 
such  publishing  business  in  computing  his  net  earnings  from  self- 
employment.  Income  from  other  activities  conducted  as  an  incident 
to  the  publishing  business,  such  as  job  printing  or  the  furnishing  of 
news  releases  to  radio  stations,  as  well  as  the  deductions  attributable 
thereto,  is  likewise  excluded  under  this  paragraph. 

In  computing  net  earnings  from  self-employment,  the  rules  appli¬ 
cable  under  chapter  1  of  the  code  must  be  applied  in  determining  the 
taxable  year  in  which  items  of  gross  income  are  to  be  included  and  the 
taxable  year  for  which  deductions  shall  be  taken.  Thus,  if  an  individ¬ 
ual  uses  the  accrual  method  of  accounting  in  computing  net  income 
from  a  trade  or  business  for  the  purposes  of  chapter  1,  he  must  use  the 
same  method  in  computing  the  gross  income  and  deductions  for  self- 
employment  tax  purposes.  Likewise,  if  the  taxpayer  is  engaged  in  a 
trade  or  business  of  selling  property  on  the  installment  plan  and  he 
elects,  under  the  provisions  of  section  44  of  the  code,  to  use  the  install¬ 
ment  basis  in  computing  income  for  the  purposes  of  chapter  1  of  the 
code,  he  must  use  the  same  basis  in  computing  the  gross  income  and 
deductions  attributable  to  such  trade  or  business  for  self-employment 
tax  purposes. 

Definition  of  “self-employment  income ” 

Subsection  (b)  of  section  1641  defines  the  term  “self-employment 
income”  for  the  purposes  of  the  Self-Employment  Contributions  Act 
Such  term  is  defined  to  mean  the  net  earnings  from  self-employment 
derived  by  an  individual,  other  than  a  nonresident  alien  individual, 
during  any  taxable  year  beginning  after  December  31,  1949,  except 
for  the  exclusions  provided  in  clauses  (1)  and  (2)  of  such  subsection. 

Clause  (1)  excludes  from  self-employment  income  of  an  individual 
that  part  of  the  net  earnings  from  self-employment  which  exceeds 
$3,600  reduced  by  the  amount  of  the  wages  paid  to  the  individual  dur- 
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ing  the  taxable  year.  Thus,  the  maximum  self-employment  income 
of  any  individual  for  any  taxable  year  (whether  a  period  of  12  months 
or  less)  is  $3,600;  or,  if  wages  are  received,  this  maximum  is  reduced 
by  the  amount  of  such  wages.  For  example,  if  during  the  taxable 
year  no  wages  are  received  and  the  individual  has  $5,000  of  net  earn¬ 
ings  from  self-employment,  he  has  $3,600  of  self-employment  income 
for  such  taxable  year;  or  if  the  individual  receives  $1,000  of  wages  and 
also  has  $5,000  of  net  earnings  from  self-employment,  he  has  only 
$2,600  of  self-employment  income  for  the  taxable  year.  For  the  pur¬ 
poses  of  clause  (1),  the  term  “wages”  includes  remuneration  paid  to 
an  employee  for  services  included  under  an  agreement  entered  into 
pursuant  to  section  218  of  the  Social  Security  Act  (relating  to  the 
coverage  of  State  employees).  Clause  (2)  provides  in  effect  thatlif 
an  individual’s  net  earnings  from  self-employment  for  the  taxable 
year  are  less  than  $400,  such  individual  has  no  self-employment  in¬ 
come  for  such  taxable  year.  It  should  be  noted,  however,  that  it  is 
possible  for  an  individual  to  have  less  than  $400  of  self-employment 
income.  This  would  occur  in  a  case  in  which  the  individual’s  net 
earnings  from  self-employment  are  $400  or  more  for  a  taxable  year 
and  the  individual  also  receives  more  than  $3,200  but  less  than  $3,600 
of  wages  during  the  taxable  year.  For  example,  if  an  individual  has 
net  earnings  from  self-employment  for  a  taxable  year  of  $1,000  and 
is  also  paid  wages  of  $3,400  during  the  taxable  year,  his  self-employ¬ 
ment  income  for  such  taxable  year  is  $200. 

Section  1641  (b)  further  provides  that,  in  the  case  of  any  taxable 
year  beginning  prior  to  the  effective  date  specified  in  section  1633, 
an  individual  who  is  a  citizen  of  Puerto  Rico  (but  not  otherwise  a 
citizen  of  the  United  States)  and  who  is  not  a  resident  of  the  United 
States  (i.  e.,  the  48  States,  Alaska,  Hawaii,  and  the  District  of  Colum¬ 
bia)  or  of  the  Virgin  Islands  during  the  taxable  year  shall  be  consid¬ 
ered,  for  the  purposes  of  computing  self-employment  income,  as  a 
nonresident  alien  individual.  Accordingly,  the  net  earnings  from 
self-employment  of  an  individual  described  in  the  preceding  sentence 
would  not  constitute  self-employment  income.  Section  1641  (b)  also 
provides  that  an  individual  who  is  not  a  citizen  of  the  United  States 
but  who  is  a  resident  of  the  Virgin  Islands  or,  after  the  effective  date 
specified  in  section  1633,  is  a  resident  of  Puerto  Rico  shall  not,  for 
purposes  of  computing  self-employment  income,  be  considered  to  be  a 
nonresident  alien  individual.  Accordingly,  the  net  earnings  from  self- 
employment  of  such  an  individual  may  constitute  self-employment 
income.  The  net  earnings  from  self-employment,  of  a  citizen  or  resi¬ 
dent  of  the  United  States  (including  the  Virgin  Islands  and,  after  the 
effective  date  specified  in  sec.  1633,  Puerto  Rico)  constitute  self- 
employment  income,  except  to  the  extent  that  such  net  earnings  are 
excluded  from  self-employment  income  under  clause  (1)  or  (2)  of 
section  1641  (b). 

While  a  nonresident  alien  individual  who  derives  income  from  a 
trade  or  business  carried  on  within  the  United  States  (whether  by  his 
agents  or  employees  or  by  a  partnership  of  which  he  is  a  member)  is 
taxed  on  such  income  under  chapter  1  of  the  code,  such  individual 
(if  he  is  treated  under  the  Self-Employment  Contributions  Act  as  a 
nonresident  alien)  will  not  pay  a  self-employment,  tax  on  any  portion 
of  such  income. 
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Trade  or  business 

Subsection  (c)  of  section  1641  provides  that,  for  the  purposes  of  the 
the  Self-Employment  Contributions  Act,  the  term  “trade  or  business” 
shall  have  the  same  meaning  as  when  used  in  section  23  of  the  code, 
except  that  such  term  shall  not  include  the  performance  of  certain 
functions  and  services  described  in  paragraphs  (1)  to  (5),  both  in¬ 
clusive. 

Paragraph  (1)  provides  that  the  performance  of  the  functions  of  a 
public  office  does  not  constitute  a  trade  or  business.  The  term 
“public  office”  includes  any  elective  or  appointive  office  of  the  Federal 
Government  or  of  a  State  or  its  political  subdivision  or  of  a  wholly 
owned  instrumentality  of  any  one  or  more  of  the  foregoing,  such  as 
President,  Vice  President,  governor,  mayor,  secretary  of  state,  Mem¬ 
ber  of  Congress,  State  representative,  county  commissioner,  judge, 
county  or  city  attorney,  marshal,  sheriff,  register  of  deeds,  or  notary 
public. 

Paragraph  (2)  provides  that  the  performance  of  service  by  an 
individual  as  an  employee  as  defined  in  the  Federal  Insurance  Contri¬ 
butions  Act,  with  two  exceptions,  does  not  constitute  a  trade  or 
business.  The  exceptions  are  as  follows: 

(1)  Service  performed  by  an  employee,  who  has  attained  the 
age  of  18,  in,  and  at  the  time  of,  the  sale  of  newspapers  or  maga¬ 
zines  to  ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  the  employee  at  a 
fixed  price,  his  compensation  being  based  on  the  retention  of  the 
excess  of  such  price  over  the  amount  at  which  the  newspapers  or 
magazines  are  charged  to  him,  whether  or  not  he  is  guaranteed  a 
minimum  amount  of  compensation  for  such  service,  or  is  entitled 
to  be  credited  with  the  unsold  newspapers  or  magazines  turned 
back;  or 

(2)  Service  performed  by  an  employee,  who  has  attained  the 
age  of  18,  in  the  sale  or  distribution  of  goods  or  commodities  for 
an  employer,  off  the  premises  of  the  employer,  under  an  arrange¬ 
ment  whereby  the  employee  receives  his  entire  remuneration 
(other  than  prizes)  for  such  service  directly  from  the  purchasers 
of  such  goods  or  commodities,  if  such  employer  makes  no  provision 
(other  than  by  correspondence)  with  respect  to  the  training  of  the 
employee  for  the  performance  of  such  service  and  imposes  no 
requirement  upon  the  employee  with  respect  to  his  fitness  to 
perform  such  service,  the  geographical  area  in  which  such  service 
is  to  be  performed,  the  volume  of  goods  or  commodities  to  be 
sold  or  distributed,  or  the  selection  or  solicitation  of  customers. 

Paragraph  (3)  provides  that  the  performance  of  service  by  an 
individual  as  an  employee  or  employee  representative  as  defined  in 
section  1532  of  the  code,  that  is,  an  individual  covered  under  the 
railroad  retirement  system,  does  not  constitute  a  trade  or  business. 

Paragraph  (4)  provides  that  the  performance  of  service  by  a  duly 
ordained,  commissioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order  in  the  exercise 
of  duties  required  bv  such  order  does  not  constitute  a  trade  or  business. 
This  exception  applies  to  the  performance  of  services  which  are  ordi¬ 
narily  the  duties  of  such  ministers  or  members  of  religious  orders. 
The  dut  ies  of  ministers  include  the  ministration  of  sacerdotal  functions 
and  the  conduct  of  religious  worship,  and  the  control,  conduct,  and 
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maintenance  of  religious  organizations  (including  the  religious  boards, 
societies,  and  other  integral  agencies  of  such  organizations),  under  the 
authority  of  a  religious  body  constituting  a  church  or  church  denomi¬ 
nation. 

Paragraph  (5)  provides  that  the  performance  of  service  by  an  in¬ 
dividual  in  the  exercise  of  a  profession  as  a  physician,  lawyer,  dentist, 
osteopath,  veterinarian,  chiropractor,  or  optometrist,  or  as  a  Christian 
Science  practitioner,  or  as  an  aeronautical,  chemical,  civil,  electrical, 
mechanical,  metallurgical,  or  mining  engineer,  or  the  performance  of 
such  service  by  a  partnership,  does  not  constitute  a  trade  or  business. 
The  designations  in  this  paragraph  are  to  be  given  their  commonly 
accepted  meaning.  Thus,  the  term  “physician”  means  an  individual 
who  is  legally  qualified  to  practice  medicine;  and  the  term  “lawyer” 
means  an  individual  who  is  legally  qualified  to  practice  law.  In  the 
case  of  a  partnership  whose  trade  or  business  consists  in  the  perform¬ 
ance  of  service  in  the  exercise  of  any  of  the  designated  professions, 
the  partnership  shall  not  be  considered  as  carrying  on  a  trade  or  busi¬ 
ness  for  purposes  of  the  Self-Employment  Contributions  Act,  and 
none  of  the  distributive  shares  of  income  or  loss  of  such  partnership 
shall  be  included  in  computing  net  earnings  from  self-employment  of 
any  member  of  the  partnership.  On  the  other  hand,  where  a  partner¬ 
ship  is  engaged  in  a  trade  or  business  not  within  any  of  the  designated 
professions,  each  partner  must  include  his  distributive  share  of  the 
income  or  loss  of  such  partnership  in  computing  his  net  earnings  from 
self-employment,  irrespective  of  whether  such  partner  is  also  engaged 
in  the  practice  of  one  of  such  professions  and  contributes  his  pro¬ 
fessional  services  to  the  partnership. 

Definition  of  employee  and  wages 

Subsection  (d)  of  section  1641  provides  that,  for  the  purposes  of 
the  Self-Employment  Contributions  Act,  the  term  “employee”  and 
the  term  “wages”  shall  have  the  same  meaning  as  when  used  in  the 
Federal  Insurance  Contributions  Act.  (For  an  explanation  of  these 
terms,  see  the  discussion  of  secs.  204  and  206  of  the  bill.) 

Definition  of  taxable  year 

Subsection  (e)  of  section  1641  provides  that,  for  the  purposes  of  the 
Self-Employment  Contributions  Act,  the  term  “taxable  year”  shall 
have  the  same  meaning  as  when  used  in  chapter  1  of  the  code.  The 
subsection  further  provides  that  the  taxable  year  of  an  individual  for 
the  purposes  of  the  Self-Employment  Contributions  Act  shall  be  a 
calendar  year  unless  the  individual  has  a  different  taxable  year  for  the 
purposes  of  chapter  1 ,  in  which  case  the  taxable  year  of  such  individual 
for  the  purposes  of  the  Self-Employment  Contributions  Act  shall  be 
the  same  as  his  taxable  year  under  chapter  1.  Thus,  if  a  taxpayer’s 
net  income  under  chapter  1  is  computed  upon  the  basis  of  a  fiscal  year, 
his  taxable  year  for  the  purposes  of  the  Self-Employment  Contribu¬ 
tions  Act  shall  be  such  fiscal  year.  Likewise,  if  by  reason  of  a  change 
in  accounting  period  or  for  some  other  reason  a  taxpayer  makes  a 
return  under  chapter  1  for  a  fractional  part  of  a  year,  his  taxable  year 
for  the  purposes  of  the  Self-Employment  Contributions  Act  shall  be 
the  same  period  as  that  for  which  his  return  is  made  under  chapter  1 . 
However,  section  47  (c)  of  the  code,  relating  to  placing  net  income  on 
an  annual  basis  for  purposes  of  chapter  1-  due  to  a  change  in  accounting 
period,  is  not  applicable  to  the  computation  of  net  earnings  from  self- 
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employment  for  purposes  of  the  Self-Employment  Contributions  Act. 
If  a  taxable  year  of  a  taxpayer  under  chapter  1  of  the  code  is  termi¬ 
nated  by  the  Commissioner  of  Internal  Revenue  under  section  146  of 
the  code,  the  taxable  year  of  the  taxpayer  for  purposes  of  the  Self- 
Employment  Contributions  Act  is  likewise  terminated. 

Nondeductibility  of  tax 

Section  1642  provides  that  the  tax  imposed  by  section  1640  upon 
self-employment  income  shall  not  be  allowed  as  a  deduction  to  the 
taxpayer  in  computing  his  net  income  for  any  taxable  year  for  the 
purposes  of  the  income  tax  imposed  by  chapter  1  of  the  code  or  by 
any  act  of  Congress  in  substitution  therefor. 

Collection  and  payment  of  tax 

Section  1643  makes  provision  for  the  collection  and  payment  of  the 
tax  on  self-employment  income.  Subsection  (a)  of  section  1643 
provides  that  the  tax  on  self-employment  income  imposed  by  section 
1640  shall  be  collected  by  the  Bureau  of  Internal  Revenue,  under  the 
direction  of  the  Secretary  of  the  Treasury,  and  shall  be  paid  into  the 
Treasury  of  the  United  States  as  internal  revenue  collections. 

Subsection  (b)  of  section  1643  provides  that,  if  the  tax  on  self- 
employment  income  is  not  paid  when  due,  there  shall  be  added  as 
part  of  the  tax  interest  at  the  rate  of  6  percent  per  annum  from  the 
date  the  tax  became  due  until  paid. 

Subsection  (c)  of  section  1643  authorizes  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Secretary  of  the  Treasury, 
to  prescribe  the  manner,  times,  and  conditions,  not  inconsistent  with 
the  Self-Employment  Contributions  Act,  under  which  the  tax  on 
self-employment  income  shall  be  collected  and  paid. 

Subsection  (d)  of  section  1643  provides  that  in  the  payment  of  the 
tax  on  self-employment  income  a  fractional  part  of  a  cent  shall  be 
disregarded  unless  it  amounts  to  one-half  cent  or  more,  in  which  case 
it  shall  be  increased  to  1  cent. 

Overpayments  and  underpayments 

Section  1644  provides  that  if  the  tax  on  self-employment  income  is 
overpaid  or  underpaid  with  respect  to  any  taxable  year,  the  amount  of 
the  overpayment  shall  be  refunded,  and  the  amount  of  the  underpay¬ 
ment  shall  be  collected,  in  such  manner  and  at  such  times,  subject  to 
the  applicable  statute  of  limitations  provided  in  section  3312  or  3313 
of  the  code,  as  may  be  prescribed  by  regulations  made  under  the 
Self-Employment  Contributions  Act. 

Buies  and  regulations 

Section  1645  authorizes  and  directs  the  Commissioner  of  Internal 
Revenue,  with  the  approval  of  the  Secretary  of  the  Treasury,  to  make 
and  publish  such  rules  and  regulations  as  may  be  necessary  for  the 
enforcement  of  the  Self-Employment  Contributions  Act. 

Other  laws  applicable 

Section  1646  provides  that  all  provisions  of  law,  including  penalties 
and  statutes  of  limitations,  applicable  with  respect  to  the  tax  imposed 
by  section  2700  of  the  code  shall,  insofar  as  applicable  and  not  incon¬ 
sistent  with  the  provisions  of  the  Self-Employment  Contributions  Act, 
be  applicable  with  respect  to  the  tax  imposed  by  such  act. 
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Title  of  subchapter 

Section  1647  provides  that  subchapter  F  of  chapter  9  of  the  code 
may  be  cited  as  the  “Self-Emplojunent  Contributions  Act.” 

Miscellaneous  provisions 

Section  207  (b)  of  the  bill  amends  subchapter  E  of  chapter  9  of 
the  code  by  adding  at  the  end  thereof  two  new  sections,  namely, 
sections  1633  and  1634. 

Effective  date  in  case  of  Puerto  Rico 

Section  1633  provides  that,  if  the  Governor  of  Puerto  Rico  certifies 
to  the  President  of  the  United  States  that  the  legislature  of  Puerto 
Rico  has  resolved,  by  concurrent  resolution,  that  it  desires  the  exten¬ 
sion  to  Puerto  Rico  of  the  provisions  of  title  II  (old-age,  survivors, 
and  disability  insurance  benefits)  of  the  Social  Security  Act,  then  the 
effective  date  referred  to  in  section  1426  (e)  of  the  code  (relating  to 
the  terms  “State,”  “United  States,”  and  “citizen  of  the  United 
States”),  section  1641  (a)  (7)  of  the  code  (relating  to  the  computation 
of  net  earnings  from  self-employment  in  certain  cases),  and  section 
1641  (b)  of  the  code  (relating  to  the  computation  of  self-employment 
income)  shall  be  January  1  of  the  first  calendar  year  which  begins 
more  than  90  days  after  the  date  on  which  the  President,  of  the  United 
States  receives  such  certification. 

Collection  oj  taxes  in  Virgin  Islands  and  Puerto  Rico 

Section  1634  provides  that,  notwithstanding  any  other  provision 
of  law  respecting  taxation  in  the  Virgin  Islands  or  Puerto  Rico,  all 
taxes  imposed  by  the  Federal  Insurance  Contributions  Act  and  the 
Self-Employment  Contributions  Act  shall  be  collected  by  the  Bureau 
of  Internal  Revenue  under  the  direction  of  the  Secretary  of  the 
Treasury  and  shall  be  paid  into  the  Treasury  of  the  United  States  as 
internal-revenue  collections. 

Nonapplicability  oj  section  3801 

Section  207  (c)  of  the  bill  amends  section  3801  of  the  code  by  adding 
at  the  end  thereof  a  new  subsection  (g).  Subsection  (g)  provides 
that  the  provisions  of  section  3801  shall  not  be  construed  to  apply 
to  any  tax  imposed  by  chapter  9  of  the  code. 

MISCELLANEOUS  AMENDMENTS 

Your  committee  considers  it  desirable  that  the  definition  of  the 
terms  “wages”  and  “employment,”  as  used  in  the  Federal  Unemploy¬ 
ment  Tax  Act  (subch.  C  of  ch.  9  of  the  Internal  Revenue  Code), 
and  the  definition  of  the  term  “wages,”  as  used  in  subchapter  D  of 
chapter  9  of  the  code,  relating  to  the  withholding  of  income  tax  at 
the  source  on  wages,  should  be  conformed  in  many  respects  to  the 
definitions  of  those  terms  as  used  in  the  Federal  Insurance  Contribu¬ 
tions  Act,  as  amended  by  sections  204  (a)  and  205  (a)  of  the  bill. 

Section  208  (a)  (1)  of  the  bill  amends  section  1607  (b)  of  the  code, 
relating  to  the  definition  of  the  term  “wages,”  so  as  to  conform  the 
provisions  thereof,  with  two  exceptions,  to  the  provisions  of  section 
1426  (a)  of  the  code,  as  amended  by  section  204  (a)  of  the  bill.  The 
first  exception  is  that  under  the  amendment  to  section  1607  (b)  (1) 
there  is  excluded  from  the  definition  of  the  term“wages”  the  amount  of 

95560—49 - 10 


146 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949 


remuneration  paid  to  the  employee  during  any  calendar  year  in  excess 
of  $3,000,  rather  than  the  amount  in  excess  of  $3,600  as  provided  in  the 
amendment  of  section  1426  (a)  (1).  The  second  exception  is  that  the 
amendment  to  section  1607  (b)  (7)  (relating  to  remuneration  paid  in 
any  medium  other  than  cash  for  service  not  in  the  course  of  the 
employer’s  trade  or  business)  does  not  include  the  reference  to  domes¬ 
tic  service  in  a  private  home  of  the  employer  which  is  contained  in 
the  amendment  to  section  1426  (a)  (7),  since  no  change  has  been 
made  in  the  domestic  service  exception  under  the  Federal  Unemploy¬ 
ment  Tax  Act.  For  an  explanation  of  the  amendment  to  section  1607 

(b) ,  see  the  explanation  in  this  report  of  the  amendment  to  section 
1426  (a)  made  by  section  204  (a)  of  the  bill.  The  amendment  to 
section  1607  (b)  is  applicable  only  with  respect  to  remuneration  paid 
after  December  31,  1949;  however,  it  is  provided  in  the  bill  that  in 
the  case  of  remuneration  paid  prior  to  January  1,  1950,  the  determina¬ 
tion  under  section  1607  (b)  (1)  of  the  code  (prior  to  its  amendment 
by  the  bill)  of  whether  or  not  such  remuneration  constituted  wages 
shall  be  made  as  if  this  amendment  had  not  been  enacted  and  without 
inferences  drawn  from  the  fact  that  the  amendment  is  not  made  appli¬ 
cable  to  periods  prior  to  January  1,  1950. 

Section  208  (b)  (1)  of  the  bill  amends  section  1607  (c)  (3)  of  the 
code,  relating  to  the  exclusion  from  the  definition  of  the  term  “employ¬ 
ment”  of  casual  labor  not  in  the  course  of  the  employer’s  trade  or 
business,  so  as  to  conform  such  provision  (with  one  exception)  to  the 
provisions  of  section  1426  (b)  (3)  of  the  code,  as  amended  bv  section 
205  (a)  of  the  bill.  The  one  exception  is  that  the  amendment  to 
section  1607  (c)  (3)  does  not  contain  the  last  sentence  of  the  amendment 
to  section  1426  (b)  (3),  relating  to  domestic  service  in  a  private  home 
of  the  employer,  since  no  change  has  been  made  in  the  domestic-service 
exception  under  the  Federal  Unemployment  Tax  Act.  For  an  ex¬ 
planation  of  the  amendment  of  section  1607  (c)  (3),  see  the  explanation 
in  this  report  of  the  amendment  of  section  1426  (b)  (3)  made  by  section 
205  (a)  of  the  bill.  The  amendment  is  applicable  only  with  respect 
to  services  performed  after  December  31,  1949. 

Section  1607  (c)  (10)  (A)  (i)  of  the  code  excludes  from  the  defini¬ 
tion  of  the  term  “employment”  service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from  income 
tax  under  section  101  of  the  code,  if  the  remuneration  for  such  service 
does  not  exceed  $45.  Section  208  (b)  (2)  of  the  bill  amends  section 
1607  (c)  (10)  (A)  (i)  so  as  to  exclude  from  such  definition  service  per¬ 
formed  in  any  calendar  quarter  in  the  employ  of  such  an  organization 
if  the  remuneration  for  such  service  is  less  than  $100.  Section  1607 

(c)  (10)  (E)  of  the  code  excludes  from  the  definition  of  the  term 
“employment”  service  performed  in  any  calendar  quarter  in  the 
employ  of  a  school,  college,  or  university,  not  exempt  from  income 
tax  under  section  101  of  the  code,  if  such  service  is  performed  bv  a 
student  who  is  enrolled  and  is  regularly  attending  classes  at  such 
school,  college,  or  university,  and  the  remuneration  for  such  service 
does  not  exceed  $45  (exclusive  of  room,  board,  and  tuition).  Section 
208  (b)  (3)  of  the  bill  amends  section  1607  (c)  (10)  (E)  so  as  to 
exclude  such  service  regardless  of  the  amount  of  the  remuneration. 
These  amendments  to  section  1607  (c)  (10)  are  applicable  only  with 
respect  to  services  performed  after  December  31,  1949,  and  will  more 
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closely  conform  the  treatment  of  such  services  under  the  Federal 
Unemployment  Tax  Act  to  that  accorded  to  such  services  under  the 
Federal  Insurance  ContriDutions  Act  as  amended  by  section  205  (a) 
of  the  bill. 

Section  208  (c)  (1)  of  the  bill  amends  section  1621  (a)  (4)  of  the 
code,  relating  to  the  exclusion  from  the  definition  of  the  term  “wages" 
of  remuneration  paid  for  casual  labor  not  in  the  course  of  the  em¬ 
ployer’s  trade  or  business,  so  as  to  conform  such  income-tax  with¬ 
holding  provision  (with  one  exception)  to  the  provisions  of  section 
1426  (b)  (3)  of  the  code,  as  amended  by  section  205  (a)  of  the  bill. 
The  one  exception  is  that  the  amendment  to  section  1621  (a)  (4)  does 
not  contain  the  reference  to  domestic  service  contained  in  the  amend¬ 
ment  to  section  1426  (b)  (3),  since  no  change  has  been  made  in  the 
domestic  service  exception  under  the  income-tax  withholding  pro¬ 
visions.  For  an  explanation  of  the  amendment  of  section  1621  (a)  (4), 
see  the  explanation  in  this  report  of  the  amendment  of  section  1426 
(b)  (3)  made  by  section  205  (a)  of  the  bill.  The  amendment  is  ap¬ 
plicable  only  with  respect  to  remuneration  paid  after  December  31, 
1949. 

Section  208  (c)  (2)  of  the  bill  amends  section  1621  (a)  (9)  of  the 
code,  relating  to  the  exclusion  from  the  definition  of  the  term  “wages" 
of  remuneration  paid  for  services  performed  as  a  minister  of  the  gospel, 
by  conforming  such  income-tax  withholding  provision  to  the  provisions 
of  section  1426  (b)  (9)  of  the  code,  as  amended  by  section  205  (a)  of  the 
bill.  For  an  explanation  of  the  amendment  of  section  1621  (a)  (9), 
see  the  explanation  in  this  report  of  the  amendment  of  section  1426 
(b)  (9)  made  by  section  205  (a)  of  the  bill.  Section  208  (c)  (2)  of  the 
bill  also  amends  section  1621  (a)  of  the  code  by  adding  thereto  a  new 
paragraph  (10),  relating  to  the  exclusion  from  the  definition  of  the 
term  “wages”  of  remuneration  paid  for  services  performed  by  news¬ 
paper  carriers  and  newspaper  and  magazine  vendors,  which  provision 
conforms  to  the  provisions  of  section  1426  (b)  (15)  of  the  code,  redesig¬ 
nated  section  1426  (b)  (16)  by  section  205  (a)  of  the  bill.  Section 
208  (c)  (2)  of  the  bill  also  adds  at  the  end  of  section  1621  (a)  of  the 
code  a  provision  relating  to  the  treatment  as  remuneration  paid  by 
the  employer  of  tips  and  other  cash  remuneration  customarily  received 
by  an  employee  in  the  course  of  his  employment  from  persons  other 
than  the  person  employing  him.  This  provision  is  identical  with  the 
provision  at  the  end  of  section  1426  (a)  of  the  code,  as  amended  by 
section  204  (a)  of  the  bill.  For  an  explanation  of  the  provision,  see 
the  explanation  in  this  report  of  the  amendment  by  section  204  (a)  of 
the  bill.  These  amendments  are  applicable  only  with  respect  to 
remuneration  paid  after  December  31,  1949. 

Section  1403  (b)  of  the  code  provides  a  civil  penalty  of  not  more  than 
$5  for  each  willful  failure  of  an  employer  to  furnish  to  an  employee  a 
wage  statement  as  required  by  section  1403  (a)  of  the  code.  Section 
208  (d)  of  the  bill  amends  section  1403  (b)  so  as  to  make  the  penalty 
for  each  such  willful  failure  exactly  $5,  and  to  provide  that  such 
penalty  shall  be  assessed  and  collected  in  the  same  manner  as  the  tax 
imposed  by  section  1410  of  the  code.  The  amendment  is  effective 
with  respect  to  violations  of  section  1403  (a)  occurring  on  or  after 
January  1,  1950. 
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Title  III — Amendments  to  Public  Assistance  and  Child  Wel¬ 
fare  Provisions  of  the  Social  Security  Act 

requirements  of  state  plans 

Titles  I,  IV,  and  X  of  the  Social  Security  Act  provide  for  payments 
to  the  States  to  assist  them  in  meeting  the  cost  of  providing,  respec¬ 
tively,  old-age  assistance,  aid  to  dependent  children,  and  aid  to  the 
blind.  To  be  eligible  for  these  Federal  payments  a  State  must  sub¬ 
mit  a  plan  which  is  approved  by  the  Federal  Security  Administrator 
as  meeting  certain  requirements  specified  in  the  respective  titles. 
Most  of  these  requirements  are  identical  for  all  three  titles  and,  con¬ 
sequently,  several  of  the  amendments  made  by  the  bill  in  these 
requirements  are  identical. 

Requirements  relating  to  fair  hearing  and  training  program  for  personnel 

Section  301  of  the  bill  would  amend  section  2  (a)  of  the  Social 
Security  Act,  which  specifies  the  requirements  State  old-age  assistance 
plans  must  meet  in  order  to  be  approved  and  thereby  make  the  State 
eligible  for  Federal  payments.  Clause  (4)  of  section  2  (a)  now  re¬ 
quires  State  plans  to  provide  for  granting  a  fair  hearing  before  the 
State  agency  administering  or  supervising  the  administration  of  the 
plan  to  an  individual  whose  claim  for  old-age  assistance  is  denied. 

This  clause  would  be  amended  to  make  it  clear  that  such  a  hearing 
is  also  required  in  case  the  claim  for  assistance  is  not  acted  upon 
within  a  reasonable  time. 

Clause  (5)  of  section  2  (a)  of  the  Social  Security  Act  now  requires 
the  State  plan  to  provide  such  methods  of  administration  as  are 
necessary  for  the  proper  and  efficient  administration  of  the  State  plan. 
Among  the  amendments  made  to  this  clause  in  the  1939  revision  of  the 
Social  Security  Act  was  a  specific  inclusion  of  methods  relating  to  the 
establishment  and  maintenance  of  personnel  standards  on  a  merit 
basis.  The  bill  would  amend  clause  (5)  so  as  to  include  specifically 
as  a  method  of  administration  a  training  program  for  the  personnel 
necessary  for  administration  of  the  plan. 

These  new  requirements  of  State  plans  would  take  effect  Julv  1, 
1951. 

The  same  changes  would  be  made  in  clauses  (4)  and  (5)  of  sections 
402  (a)  and  1002  (a)  of  the  Social  Security  Act  (relating  to  State  plans 
for  aid  to  dependent  children  and  aid  to  the  blind,  respectively)  by 
sections  321  and  341,  respectively,  of  the  bill. 

Requirement  relating  to  opportunity  to  apply  for  assistance  and  receive  it 
promptly 

The  provisions  of  section  3  (a)  of  the  Social  Security  Act  are  also 
amended  by  the  bill  by  the  addition  of  a  new  clause  (9).  This  clause 
would  add  a  specific  requirement  designed  to  make  it  clear  that  a 
State  plan,  in  order  to  be  approved,  must  provide  that  all  individuals 
wishing  to  make  application  for  assistance  shall  have  an  opportunity 
to  do  so  and  that  assistance  shall  be  furnished  promptly  to  all  eligible 
individuals.  This  new  requirement  would  take  effect  July  1,  1951. 

The  same  addition  has  been  made  by  sections  321  and  341  of  the  bill 
to  sections  402  (a)  and  1002  (a),  respectively,  of  the  Social  Security 
Act,  although  in  the  latter  case  the  new  clause  is  numbered  (11). 
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Standards  for  institutions 

Another  addition  made  to  section  2  (a)  of  the  Social  Security  Act  by 
section  301  of  the  bill  would  be  applicable  to  State  plans  for  old-age 
assistance  which  include  payments  to  individuals  in  private  or  public 
institutions.  In  such  cases,  the  State  plans  woidd,  effective  July  1, 
1953,  have  to  provide  for  the  establishment  or  designation  of  a  State 
authority  or  authorities  to  be  responsible  for  establishing  and  main¬ 
taining  standards  for  such  institutions. 

The  same  addition  would  be  made  to  section  1002  (a)  of  the  Social 
Security  Act  by  section  341  of  the  bill,  although  in  this  case  the  new 
clause  would  be  numbered  (12) .  This  requirement  has  not  been  made 
applicable  to  State  aid  to  dependent-children  plans. 

Receipt  of  assistance  under  more  than  one  plan 

Under  existing  law  it  is  not  possible,  because  of  the  age  require¬ 
ments,  for  an  individual  to  be  eligible  for  aid  under  both  a  State  plan 
for  old-age  assistance  and  a  State  plan  for  aid  to  dependent  children. 
Under  the  new  clause  (11)  of  section  402  (a)  of  the  Social  Security 
Act  (as  added  by  sec.  321  (b)  of  the  bill),  however,  the  State  plan  for 
aid  to  dependent  children  must,  to  be  approved,  provide  that  no  aid 
will  be  furnished  under  the  plan  with  respect  to  any  individual  for 
any  period  for  which  he  is  receiving  old-age  assistance  under  a  State 
plan  approved  under  title  I  of  the  act.  The  reason  for  this  require¬ 
ment  is  the  addition  of  the  relative  with  whom  a  dependent  child  is 
living  as  a  recipient  who  may  be  eligible  for  aid  to  dependent  children 
with  respect  to  which  the  Federal  Go.v eminent  will  make  a  contribu¬ 
tion. 

For  similar  reasons  the  existing  requirement  in  section  1002  (a)  (7) 
of  the  Social  Security  Act  that  approved  State  plans  for  aid  to  the 
blind  prohibit  payments  to  any  individual  for  the  same  period  that 
he  receives  aid  under  an  approved  plan  for  old-age  assistance  has  been 
expanded  to  make  the  prohibition  also  applicable  when  aid  to  de¬ 
pendent  children  is  furnished  with  respect  to  the  individual  for  the 
same  period. 

These  changes  would  take  effect  July  1,  1951. 

Notification  to  appropriate  law-enforcement  officials 

Section  321  (b)  of  the  bill  further  amends  section  402  (a)  by  the 
addition  of  a  new  clause  (10),  effective  July  1,  1951,  which  would 
require  an  approved  State  plan  for  aid  to  dependent  children  to  provide 
for  prompt  notice  to  appropriate  law-enforcement  officials  in  any 
case  in  which  aid  to  dependent  children  is  furnished  to  a  child  who  has 
been  deserted  or  abandoned  by  a  parent. 

Income  and  resources 

Clause  (8)  of  section  1002  (a)  now  requires  an  approved  State  plan 
for  aid  to  the  blind  to  provide  that  the  State  agency  shall,  in  determin¬ 
ing  need,  take  into  consideration  any  other  income  and  resources  of  an 
individual  claiming  aid  under  the  plan.  Effective  October  1,  1949, 
and  until  July  1,  1951,  this  clause  would  be  amended  to  permit  the 
State  agency,  if  the  State  so  desires,  to  disregard  such  amount  of 
earned  income,  up  to  $50  per  month,  as  the  State  vocational  rehabili¬ 
tation  agency,  administering  the  State  plan  approved  under  the 
Vocational  Rehabilitation  Act  with  respect  to  blind  persons,  certifies 
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will  serve  to  encourage  or  assist  the  blind  to  prepare  for,  engage  in,  or 
continue  to  engage  in  remunerative  employment  to  the  maximum 
extent  practicable.  It  should  be  noted  that  the  language  of  the 
amended  clause  (8)  does  not  contemplate  or  require  individual  certifi¬ 
cation  by  the  State  vocational  rehabilitation  agency. 

Effective  July  1,  1951,  clause  (8)  would  be  further  amended  so  as 
to  continue  the  above  amendments  and  to  prohibit  the  consideration 
in  determining  the  need  of  any  blind  individual  claiming  aid,  of  any 
income  or  resources  which  are  not  predictable  or  not  actually  avail¬ 
able  to  the  individual  and  to  include  specifically  a  requirement  that 
the  State  agency,  in  making  such  determination,  take  into  consider¬ 
ation  the  special  expenses  arising  from  blindness. 

Examination  by  opthalmologist  or  optometrist 

Section  341  (d)  of  the  bill  would  add  to  the  other  requirements  of 
State  plans  for  aid  to  the  blind  a  new  clause  (10)  requiring,  as  a 
condition  of  approval,  that  the  plan  provide  that,  in  determining  blind¬ 
ness,  there  shall  be  an  examination  by  a  physician  skilled  in  diseases 
of  the  eye  or  by  an  optometrist.  This  requirement  would  become 
effective  October  1,  1949. 

Residence  requirement 

Section  342  of  the  bill  would  amend  section  1002  (b)  (1)  of  the 
Social  Security  Act  which  relates  to  residence  requirements  of  State 
plans  for  aid  to  the  blind.  Under  existing  law  the  Federal  Security 
Administrator  is  prohibited  from  approving  any  such  plan  which 
imposes,  as  a  condition  of  eligibility  for  the  aid  furnished  under  it, 
any  residence  requirement  excluding  any  resident  of  the  State  who 
has  resided  therein  for  5  of  the  9  years  immediately  preceding  his 
application  for  aid  and  has  resided  therein  continuously  for  1  year 
immediately  preceding  his  application.  The  bill  would  change  this 
by  prohibiting  approval  of  any  plan  which  excludes  any  resident- 
meeting  the  1-year  continuous  residence  test  except  that,  until  July  1, 
1951,  it  could  impose  a  residence  requirement  not  in  excess  of  that 
contained  on  July  1,  1949,  in  the  State  plan  approved  under  title 
X  of  the  Social  Security  Act  on  or  prior  to  such  date. 

COMPUTATION  OF  FEDERAL  SHARE  OF  ASSISTANCE  PAYMENTS 

Old-age  assistance  and  aid  to  the  blind 

Sections  3  (a)  and  1003  (a)  of  the  Social  Security  Act  now  provide 
for  paying  to  each  State  (except  Puerto  Rico  and  the  Virgin  Islands 
which  up  to  now  have  not  been  permitted  to  participate  under  the 
public  assistance  tit  les  of  the  Social  Security  Act)  with  a  plan  approved 
under  title  I  and  title  X-,  respectively,  three-fourths  of  the  first  $20 
of  the  average  monthly  assistance  payment  per  recipient,  plus  one- 
half  of  the  remainder  of  such  average  payment,  but  excluding  that 
part  of  any  payment  to  any  individual  in  excess  of  $50.  Sections  302 
and  343  of  the  bill  would  amend  sections  3  (a)  and  1003  (a)  of  the 
Social  Security  Act  so  as  to  change  this  share  to  four-fifths  of  the  first 
$25  of  the  average  monthly  payment  per  recipient,  plus  one-half  of 
the  next  $10  of  such  average  payment,  plus  one-third  of  the  remainder. 
The  individual  maximum  of  $50  would  be  retained.  These  amend¬ 
ments  would  be  effective  October  1,  1949. 
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Effective  on  the  same  date,  Puerto  Rico  and  the  Virgin  Islands 
would  be  permitted  for  the  first  time  to  share  in  the  Federal  payments 
under  these  two  titles.  The  Federal  share  for  them,  would,  however, 
be  limited  to  that  provided  in  the  original  Social  Security  Act  in  1935, 
viz,  one-half  of  the  total  sums  expended  under  the  approved  plan  as 
old-age  assistance  or  aid  to  the  blind,  as  the  case  may  he,  up  to  a 
maximum  payment  for  any  one  individual  of  $30. 

The  present  provision  for  sharing  in  one-half  the  necessary  costs 
of  administering  the  State  plan  is  retained  in  both  titles  and  is  also 
made  applicable  to  Puerto  Rico  and  the  Virgin  Islands. 

The  existing  section  3  (a)  of  the  Social  Security  Act  restricts  pay¬ 
ments  which  may  be  counted  for  purposes  of  a  Federal  contribution 
to  those  made  to  an  individual  who  is  65  years  of  age  or  older.  This 
restriction  has  been  transferred  to  section  6  of  the  act,  as  amended  by 
the  bill.  For  reasons  of  convenience  the  present  prohibition  against 
making  any  Federal  contribution  toward  payments  to  inmates  of 
public  institutions  has  been  transferred  (with  the  modifications  ex¬ 
plained  below)  from  sections  3(a)  and  1003  (a)  of  the  Social  Security 
Act  to  sections  6  and  1006,  respectively. 

Aid  to  dependent  children 

The  Federal  contribution  toward  State  expenditures  for  aid  to 
dependent  children  has  also  been  changed  (sec.  322  of  the  bill,  amend¬ 
ing  sec.  403  (a)  of  the  Social  Security  Act).  The  maximum  on  the 
portion  of  individual  payments  which  will  be  counted  in  computing 
the  Federal  contribution  has  been  retained  at  $27  for  the  first  child 
and  $18  for  each  additional  child  in  the  same  family,  except  that  for 
Puerto  Rico  and  the  Virgin  Islands,  which  are  made  eligible  for  par¬ 
ticipation  as  of  October  1,  1949,  these  amounts  are  $18  and  $12, 
respectively — the  same  as  in  the  original  Social  Security  Act. 

As  of  October  1,  1949,  the  United  States  will  begin  to  share  in  the 
cost,  under  the  approved  State  plans  for  aid  to  dependent  children,  of 
aid  furnished  to  meet  the  needs  of  the  relative  with  whom  a  dependent 
child  receiving  aid  is  living  to  the  same  extent  as  it  shares  in  the  cost 
of  aid  furnished  dependent  children.  The  maximum  individual  pay¬ 
ment  counted  for  this  purpose  will  be  the  same  as  for  the  first  child, 
i.  e.,  $27.  The  inclusion  of  the  relative,  with  whom  a  dependent  child 
is  living  would  not,  however,  be  applicable  to  Puerto  Rico  and  the 
Virgin.  Islands. 

The  Federal  share  of  the  expenditures  within  the  maximums  of 
$27/27/18  is  changed,  as  of  October  1,  1949,  from  three-fourths  of  the 
first  $12  of  the  average  monthly  payment  per  recipient  plus  one-half 
of  the  remainder,  to  four-fifths  of  the  first  $15  of  such  average  payment 
plus  one-half  of  the  next  $6  plus  one-third  of  the  remainder.  The 
Federal  share  of  the  expenditures  under  the  approved  plan  for  Puerto 
Rico  and  the  Virgin  Islands  will  be  one-half  of  all  such  expenditures 
up  to  the  individual  maximums  of  $27  and  $18  (it  was  one-third  in  the 
original  Social  Security  Act). 

As  at  present,  all  States  will  be  entitled  to  one-half  of  the  necessary 
costs  of  administering  their  approved  plans. 
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MEDICAL  CARE  PAYMENTS 

At  the  present  time  only  unrestricted  cash  payments  to  aged  and 
blind  persons,  and  with  respect  to  dependent  children,  under  the 
approved  State  plans  are  counted  as  expenditures  with  respect  to 
which  the  Federal  Government  will  make  a  contribution.  Sections 
303,  323,  and  344  of  the  bill  would  amend  sections  6,  406  (b),  and 
1006  (definitions  of  old-age  assistance,  aid  to  dependent  children,  and 
aid  to  the  blind),  respectively,  so  as  to  include  medical  care  in  behalf 
of  eligible  individuals  as  well  as  unrestricted  cash  payments.  These 
expenditures  for  medical  care,  however,  will  be  counted  for  purposes 
of  a  Federal  contribution  only  to  the  extent  that  they,  plus  the  unre¬ 
stricted  cash  payment  to  the  individual,  do  not  exceed  the  maximum 
of  $50  in  the  case  of  old-age  assistance  and  aid  to  the  blind  ($30  for 
Puerto  Rico  and  the  Virgin  Islands)  and  $27  or  $18,  as  the  case  may 
be,  ($18,  and  $12,  respectively,  in  the  case  of  Puerto  Rico  and  the 
Virgin  Islands)  in  the  case  of  aid  to  dependent  children. 

PAYMENTS  TO  INDIVIDUALS  IN  PUBLIC  MEDICAL  INSTITUTIONS 

Under  the  existing  sections  3  (a)  and  1003  (a)  of  the  Social  Security 
Act,  payments  to  aged  or  blind  individuals  living  in  any  public 
institution  are  not  counted  as  expenditures  under  the  approved 
State  plan  with  respect  to  which  the  Federal  Government  will  make 
a  contribution. 

Sections  303  and  344  of  the  bill  would  amend  the  provisions  of 
sections  6  and  1006,  respectively,  so  as  to  include  as  an  expenditure 
with  respect  to  which  the  Federal  Government  will  make  a  contribu¬ 
tion  payments  to  individuals  who  are  patients  in  a  public  medical 
institution.  This  amendment  will  be  effective  October  1,  1949.  Ex¬ 
cluded,  however,  would  be  payments  to  any  individual  who  is  a  patient 
in  an  institution  for  tuberculosis  or  mental  diseases  and  payments  to 
individuals  who  have  been  diagnosed  as  having  tuberculosis  or  psy¬ 
chosis  and  are  patients  in  a  medical  institution  as  a  result  thereof. 
Under  existing  law  there  is  no  exclusion  of  payments  to  individuals  in 
private  medical  institutions.  For  this  reason  the  exclusions  will  not  be 
effective  until  July  1,  1951. 

INCLUSION  OF  RELATIVE  IN  AID  TO  DEPENDENT  CHILDREN 

As  indicated  in  the  discussion  of  the  computation  of  the  Federal 
share  of  assistance  payments,  title  IV  of  the  Social  Security  Act  would 
be  amended  by  the  bill  so  as  to  include  (effective  October  1,  1949) 
payments  and  medical  care  to  meet  the  needs  of  the  relative  with 
whom  any  dependent  child  is  living.  The  amended  section  406  (b), 
however,  would  permit  such  payments  and  medical  care  only  for  a 
month  for  which  unrestricted  cash  payments  have  been  made  under 
the  State  plan  with  respect  to  a  child  in  such  relative’s  care. 

Under  existing  law  (sec.  406  (a)),  the  dependent  child  to  be  eligible 
must  be  living  with  his  “father,  mother,  grandfather,  grandmother, 
brother,  sister,  stepfather,  stepmother,  stepbrother,  stepsister,  uncle, 
or  aunt,  in  a  place  of  residence  maintained  by  one  or  more  of  such 
relatives  as  his  or  their  own  home.”  The  new  section  406  (c)  of  the 
act,  which  would  be  added  by  the  bill,  defines  the  “relative  with 
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whom  any  dependent  child  is  living”  as  one  of  such  relatives  with 
whom  the  child  is  living  in  such  a  place  of  residence. 

TEMPORARY  APPROVAL  OF  CERTAIN  STATE  PLANS  FOR  AID  TO  THE  BLIND 

Section  345  of  the  bill  provides  that  for  the  period  beginning  Octo¬ 
ber  1,  1949,  and  ending  June  30,  1953,  in  the  case  of  any  State  (as 
defined  in  the  Social  Security  Act,  but  excluding  Puerto  Rico  and  the 
Virgin  Islands)  which  did  not  have  an  approved  plan  for  aid  to  the 
blind  on  January  1,  1949,  the  Federal  Security  Administrator  shall 
approve  a  plan  of  such  State  for  aid  to  the  blind  even  though  it  does 
not  meet  the  requirements  of  clause  (8)  of  section  1002  (a)  of  the 
Social  Security  Act  (relating  to  consideration  of  income  and  resources 
in  determining  need)  if  it  meets  all  other  requirements  under  title  X 
of  the  Social  Security  Act  for  approval  of  the  plan.  The  Federal 
grant  for  such  a  State,  however,  shall  be  based  only  upon  expenditures 
which  would  be  included  as  expenditures  for  purposes  of  section  1003 
(a)  under  a  State  plan  approved  without  regard  to  the  provisions  of 
this  section. 

AID  TO  THE  PERMANENTLY  AND  TOTALLY  DISABLED 

Section  351  of  the  bill  would  add  to  the  Social  Security  Act  a  new 
title  XIV  with  the  heading  “Grants  to  States  for  Aid  to  the  Perma¬ 
nently  and  Totally  Disabled.”  Except  as  explained  below  it  follows 
the  provisions  of  title  I  of  the  Social  Security  Act,  which  relates  to 
grants  to  States  for  old-age  assistance,  as  amended  by  the  bill.  This 
new  title  would  be  effective  October  1,  1949. 

Appropriation 

Section  1401  of  the  new  title  authorizes  an  annual  appropriation 
to  carry  out  the  purposes  of  the  title  and  provides  for  paying  the 
sums  appropriated  to  States  with  approved  plans  for  aid  to  the 
permanently  and  totally  disabled.  This  section  is  the  same  as 
section  1  of  the  Social  Security  Act. 

Requirements  for  State  plans 

Section  1402  (a)  sets  forth  the  requirements  which  State  plans  for 
aid  to  the  permanently  and  totally  disabled  must  meet  in  order  to  be 
approved  by  the  Administrator.  These  provisions,  which  deal  with 
such  matters  as  the  requirement  of  a  single  State  agency  to  administer 
the  plan,  the  requirement  that  a  fair  hearing  be  granted  to  individuals 
whose  claims  have  been  denied  or  have  not  been  acted  on  in  a  reason¬ 
able  time,  etc.,  are  the  same  as  the  requirements  for  State  plans  for 
old-age  assistance  contained  in  title  I  of  the  Social  Security  Act,  as 
amended  by  the  bill.  There  is,  however,  one  exception.  Clause  (7) 
of  the  new  section  1402  (a)  requires  the  State  plan  to  provide  that  no 
aid  will  be  furnished  to  any  individual  under  the  plan  with  respect  to 
any  period  with  respect  to  which  either  he  is  receiving  old-age  assist¬ 
ance  or  aid  to  the  blind,  or  aid  to  dependent  children  is  furnished  with 
respect  to  him,  under  a  State  plan  approved  under  the  Social  Security 
Act.  This  provision  is  substantially  the  same  as  the  provision  in  sec¬ 
tion  1002  (a)  (7)  of  the  act,  as  amended  by  the  bill. 

The  new  section  1402  (b)  is  the  same  as  section  1002  (b)  as  amended 
by  the  bill.  It  requires  the  Administrator  to  approve  any  plan  which 
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meets  the  requirements  of  section  1402  (a)  except  that  he  may  not 
approve  any  plan  which,  as  a  condition  of  eligibility  for  assistance 
under  the  plan,  imposes  any  citizenship  requirement  excluding  any 
citizen  of  the  United  States  or  any  residence  requirement  excluding 
any  resident  who  has  resided  in  the  State  continuously  for  1  year 
immediately  preceding  his  application  for  aid.  The  State  may, 
however,  until  July  1,  1951,  impose  a  residence  requirement  which  is 
not  in  excess  of  that  contained  on  July  1,  1949,  in  the  State  plan  for 
the  aid  to  the  blind  approved  under  title  X  of  the  Social  Security  Act 
on  or  prior  to  such  date. 

Payment  to  States 

The  new  section  1403  (a)  of  the  Social  Security  Act  is  the  same  as 
section  3  (a)  as  amended  by  the  bill.  It  provides  for  making  Federal 
payments  to  the  States  to  meet  the  same  proportions  of  their  expendi¬ 
tures  under  the  State  plan  for  aid  to  the  permanently  and  totally 
disabled  as  is  provided  under  section  3  (a)  in  the  case  of  old-age 
assistance. 

Section  1403  (b)  contains  provisions  relating  to  the  mechanics  of 
computing,  certifying,  and  paying  to  the  States  the  amounts  to  which 
they  are  entitled  under  section  1403  (a).  These  provisions  are 
identical  with  the  provisions  of  section  3  (b)  of  the  Social  Security  Act. 
Operation  of  State  plans 

The  new  section  1404  of  the  Social  Security  Act  is  the  same  as 
section  4  of  that  act.  It  relates  to  withholding  Federal  payments 
from  States  for  failure  to  comply  substantially  with  the  requirements 
of  the  new  title  XIV. 

Definition 

The  term  “aid  to  the  permanently  and  totally  disabled,”  is  defined 
in  the  new  section  1405  of  the  Social  Security  Act  as  meaning  money 
payments  to  or  medical  care  in  behalf  of  needy  individuals  who  are 
permanently  and  totally  disabled.  As  is  true  in  the  case  of  the 
definition  of  old-age  assistance  as  amended  by  the  bill  (sec.  6  of  the 
Social  Security  Act),  payments  to  and  medical  care  in  behalf  of  indi¬ 
viduals  in  public  medical  institutions  are  permitted;  but  effective 
July  1,  1951,  there  is  an  exclusion  of  payments  to  or  medical  care  in 
behalf  of  any  individual  who  is  a  patient  in  an  institution  for  tubercu¬ 
losis  or  mental  disease  or  who  has  been  diagnosed  as  having  tubercu¬ 
losis  or  psychosis  and  is  a  patient  in  a  medical  institution  as  a  result 
thereof. 

CHILD-WELFARE  SERVICES 

Section  521  of  the  Social  Security  Act  now  authorizes  appropriations 
for  a  cooperative  program  between  the  Federal  Security  Administrator 
and  State  public-welfare  agencies  in  establishing,  extending,  and 
strengthening,  especially  in  rural  areas,  child-welfare  services.  The 
amount  authorized  to  he  appropriated  for  each  year  for  this  purpose 
is  now  $3,500,000.  Section  331  of  the  hill  would  increase  this  authori¬ 
zation  to  $7,000,000.  This  section  of  the  Social  Security  Act  now 
provides  for  the  allotment  of  $20,000  to  each  State  for  child-welfare 
services  with  the  remainder  of  the  sum  allotted  on  the  basis  of  the 
relative  rural  population  of  each  State.  Section  331  of  the  hill  would 
increase  the  $20,000  to  $40,000. 

The  present  section  521  of  the  act  states  the  purposes  for  which 
the  amounts  allotted  to  the  States  may  be  used.  To  these  purposes 
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would  be  added  the  payment  of  the  cost  of  returning  any  run-away 
child  under  age  16  to  his  own  community  in  another  State  where 
such  return  is  in  the  interest  of  the  child  and  the  cost  cannot  otherwise 
be  met. 

These  amendments  to  section  521  (a)  of  the  Social  Security  Act 
would  be  effective  with  respect  to  fiscal  years  beginning  after  June 
30,  1950. 

MISCELLANEOUS  AMENDMENTS 

Section  561  of  the  bill  amends  other  provisions  of  titles  1,  IV',  V, 
and  X  of  the  Social  Security  Act  so  as  to  do  wliat  has  already  been 
accomplished  in  effect  by  Reorganization  Plan  No.  2  of  1946.  It 
would  substitute  the  Federal  Security  Administrator  in  these  titles 
of  the  Social  Security  Act  for  the  Social  Security  Board,  the  Children’s 
Bureau,  and  the  Secretary  of  Labor. 

Title  IV — Miscellaneous  Provisions 

COMMISSIONER  FOR  SOCIAL  SECURITY 

Section  401  of  the  bill  repeals  the  present  section  701  of  the  Social 
Security  Act  and  section  908  of  the  Social  Security  Act  amendments 
of  1939  (already  repealed  in  effect  by  Reorganization  Plan  No.  2 
of  1946)  and  substitutes  a  new  section  701  of  the  Social  Security  Act 
establishing  in  the  Federal  Security  Agency  an  office  of  Commissioner 
for  Social  Security.  The  Commissioner  is  to  be  appointed  by  the 
Federal  Security  Administrator  and  to  perform  such  functions  relating 
to  social  security  as  the  Administrator  shall  assign  to  him. 

REPORTS  TO  CONGRESS 

Section  402  of  the  bill  repeals  section  541  (c)  and  section  704  of  the 
Social  Security  Act  and  substitutes  therefor  a  new  section  704.  This 
section  would  require  the  Administrator  to  make  an  annual  report  to 
the  Congress  at  the  beginning  of  each  session  on  the  administration  of 
his  functions  under  the  Social  Security  Act.  It  would  also  authorize  an 
additional  5,000  copies  of  the  report  to  be  printed  for  distribution  to 
Members  of  Congress  and  to  State  and  other  public  or  private  agencies 
or  organizations  interested  in  social  security. 

AMENDMENTS  TO  TITLE  XI  OF  THE  SOCIAL  SECURITY  ACT 

Section  403  (a)  (1)  of  the  bill  would  amend  the  definition  of  State 
in  section  1101  (a)  (1)  of  the  Social  Security  Act  so  as  to  include  Puerto 
Rico  and  the  Virgin  Islands  for  purposes  of  titles  I,  IV,  X,  and  XIV 
of  the  act.  At  the  present  time  the  term  “State”  includes  Puerto  Rico 
and  the  Virgin  Islands  only  for  title  V.  The  amendment  is  necessary 
as  a  result  of  the  extension  of  the  public  assistance  titles  to  Puerto 
Rico  and  the  Virgin  Islands. 

Section  403  (a)  (2)  of  the  bill  would  substitute  for  the  present 
section  1101  (a)  (6)  of  the  Social  Security  Act  a  definition  of  the  term 
“Administrator.”  As  defined  this  term  would  mean  the  Federal 
Security  Administrator  unless  the  context  otherwise  required.  Insofar 
as  this  substitution  repeals  the  definition  of  employee  now  contained 
in  section  1101  (a)  (6)  of  the  Social  Security  Act  it  is  to  be  effective 
only  with  respect  to  services  performed  after  1949. 
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Section  403  (b)  of  the  bill  substitutes  Federal  Security  Adminis¬ 
trator  for  Social  Security  Board  in  section  1102  of  the  Social  Security 
Act. 

Section  403  (c)  amends  section  1106  of  the  Social  Security  Act  so 
as  to  make  the  same  substitution  and  also  to  substitute  references  to 
subchapters  A  and  F  of  chapter  9  of  the  Internal  Revenue  Code  for 
present  references  to  the  Federal  Insurance  Contributions  Act.  Sec¬ 
tion  403  (d)  of  the  bill  would  substitute  subchapters  A,  C,  and  F  of 
chapter  9  of  the  Internal  Revenue  Code  for  the  present  references 
in  section  1107  (a)  of  the  Social  Security  Act  to  the  Federal  Insurance 
Contributions  Act  and  the  Federal  Unemployment  Tax  Act. 

Section  403  (e)  of  the  bill  would  substitute  the  Federal  Security 
Administrator  for  the  Social  Security  Board  in  section  1107  (b)  of 
the  Social  Security  Act.  This  section  of  the  act  imposes  a  penalty 
on  anyone  who,  with  intent  to  obtain  information  as  to  the  birth, 
employment,  wages,  or  benefits  of  an  individual,  represents  himself 
to  be  such  individual  or  his  wife,  parent,  or  child.  To  this  list  of 
relatives  would  be  added  the  “former  wife  divorced”  and  “widow” 
of  the  individual. 

Section  403  (f)  of  the  bill  would  add  at  the  end  of  title  XI  of  the 
Social  Security  Act  a  new  section  1108  relating  to  the  furnishing  of 
wage  record  and  other  information. 

Paragraph  (1)  of  subsection  (a)  of  the  new  section  authorizes  the 
Federal  Security  Administrator,  upon  request,  to  furnish  wage  record 
information  (including  account  numbers)  to  State  unemployment 
compensation  agencies  for  use  by  such  agencies  in  the  administration 
of  the  State  unemployment  compensation  or  temporary  disability 
insurance  law.  This  information  is  to  be  furnished  only  to  the  extent 
consistent  with  the  efficient  administration  of  the  Social  Security  Act. 

Paragraph  (2)  of  subsection  (a)  of  the  new  section  1108  authorizes 
the  Administrator  to  furnish  special  reports  on  wage  and  employment 
records  and  to  conduct  special  studies  and  compile  statistical  data 
with  respect  to  any  matters  related  to  the  programs  authorized  by 
the  Social  Security  Act.  The  furnishing  of  this  information  is  also 
to  be  made  only  to  the  extent  consistent  with  the  efficient  administra¬ 
tion  of  the  Social  Security  Act  and  subject  to  conditions  and  limita¬ 
tions  deemed  necessary  by  the  Administrator. 

Subsection  (b)  of  the  new  section  1108  provides  that  the  information 
authorized  by  subsection  (a)  is  to  be  furnished  only  upon  agreement 
by  the  agency,  person,  or  organization  requesting  it  to  pay  for  the 
information  in  such  amount  as  may  be  determined  by  the  Adminis¬ 
trator.  This  amount  is  not  to  exceed  the  cost  of.  furnishing  the  infor¬ 
mation  and,  particularly  in  cases  of  nominal  cost,  the  Administrator 
would  bo  authorized  to  furnish  the  information  without  cost.  This 
subsection  also  indicates  the  procedure  to  be  followed  in  making  these 
payments  and  provides  that  such  payments  be  deposited  in  the 
Treasury  as  a  special  deposit  to  be  used  to  reimburse  the  appropriations 
for  the  unit  or  units  which  performed  the  work  or  furnished  the  in¬ 
formation. 

Subsection  (c)  of  the  new  section  1108  of  the  Social  Security  Act 
prohibits  the  furnishing  of  information  under  this  section  when  it 
would  violate  the  provisions  in  section  1106  of  the  Act,  relating  to  the 
confidential  nature  of  information  obtained  by  the  Administrator,  or 
regulations  prescribed  under  such  section  1106. 


VIEWS  OF  THE  MINORITY  ON  H.  R.  6000 

Part  I — The  Compulsory  Social  Insurance  System 

We  recommend  that  coverage  of  the  social-insurance  system  be 
broadened  and  that  the  amount  of  benefit  payments  be  increased. 

We  are  unable,  however,  to  support  all  the  provisions  of  this  pro¬ 
posed  legislation.  The  provisions  to  which  we  are  opposed,  together 
with  our  recommended  changes,  are  summarized  below  and  analyzed  in 
detail  later  in  this  statement. 

The  provisions  we  oppose  will  increase  the  cost  of  this  system  at  its 
maturity  by  approximately  $3,500,000,000  a  year  and  this  amount 
when  added  to  the  huge  and  pyramiding  cost  of  the  other  features  of 
the  program  may  well  mean  the  difference  between  the  success  or 
break-down  of  the  system. 

Our  opposition  to  certain  features  of  the  bill  is  based,  in  addition 
to  the  cost  factor,  on  our  strong  conviction  that  they  are  inconsonant 
with  the  fundamental  purpose  of  compulsory  social  insurance. 

In  our  opinion,  the  purpose  of  compulsory  social  insurance  is  to 
provide  a  basic  floor  of  economic  protection  for  the  individual  and 
liis  family  and  in  so  doing  to  encourage  and  stimulate  voluntary 
savings  through  personal  initiative  and  ambition.  It  should  not 
invade  the  field  historically  belonging  to  the  individual. 

We  believe  that  such  a  form  of  compulsory  social  insurance  which 
unnecessarily  takes  from  the  individual  funds  which  he  would  invest 
or  otherwise  use  for  building  his  own  security  is  incompatible  with  our 
free-enterprise  system.  Accordingly,  we  do  not  conceive  it  to  be  a 
proper  function  or  responsibility  of  the  Federal  Government  either  to 
compensate  individuals  for  all  types  of  losses  in  earning  capacity  or 
to  provide  a  scale  of  benefits  which  pay  substantially  higher  amounts 
to  those  with  higher  income. 

We  believe  further  that  if  this  vast  program  is  to  fulfill  its  social 
objectives,  the  most  important  factor  is  to  restrict  the  burden  of  its 
pyramiding  cost  within  an  amount  which  the  economy  can  bear.  This 
is  so  because  in  the  final  analysis  the  basis  of  all  security  is  a  productive 
economy,  and  the  burden  in  any  one  year  of  the  mounting  cost  of  this 
program  will  have,  in  the  main,  to  be  paid  for  out  of  the  production  of 
the  goods  and  services  which  the  system  seeks  to  distribute.  In  20 
years  the  pay-roll  tax  provided  for  in  this  bill  will  be  6.5  percent  or  a 
dollar  cost  based  on  present  wage  levels  of  over  $8,000,000,000  a  year 
for  this  one  program  alone.  If  this  burden  becomes  too  great,  the 
system  may  well  be  repudiated  by  future  generations,  and  if  benefit 
payments  are  carried  to  extreme,  the  inevitable  result  of  the  com¬ 
panion  tax  burden  will  be  a  stifling  of  the  incentive  and  ambition  to 
produce. 
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SUMMARY  OF  OXTR  RECOMMENDATIONS 

1.  Continuation  of  the  present  $8,000  wage  base. — Increasing  the 
wage  base  to  $3,600  as  proposed  in  H.  R.  6000  results  in  higher  bene¬ 
fits  to  those  better  able  to  provide  their  own  protection  and  does 
nothing  to  increase  the  benefits  for  those  with  average  wages  below 
$3,000  for  whom  the  system  should  be  primarily  concerned.  It 
increases  the  dollar  cost  of  the  system  substantially,  provides  a  'wind¬ 
fall  to  persons  near  retirement  who  earn  $3,600  or  more,  and  unneces¬ 
sarily  complicates  the  keeping  of  wage  records  by  employers  who 
must  continue  to  report  unemployment  taxes  on  a  $3,000  wage  base. 

2.  Elimination  of  the  automatic  yearly  benefit  increase  factor  ( the 
“increment”) .- — This  provision  increases  the  cost  of  the  program  by 
approximately  $1,000,000,000  annually,  discriminates  against  older 
workers  and  the  irregularly  employed,  and  automatically  commits 
future  generations  to  the  payment  of  higher  benefits  than  will  be  paid 
today. 

3.  In  conjunction  with  recommendations  1  and  2  above ,  we  recom¬ 
mend.  using  the  highest,  10  consecutive  years  in  determining  the  average 
monthly  wage. — To  assure  more  adequate  protection  for  those  who, 
owing  to  part-time  employment,  have  average  wages  of  $3,000  or  less 
for  whom  the  system  should  primarily  be  concerned,  benefits  pay¬ 
ments  should  be  based  on  the  highest  10  consecutive  years  of  earnings 
rather  than  on  an  average  monthly  wage  determined  over  the  entire 
working  time  of  the  individual  as  provided  for  in  II.  K.  6000. 

4.  Elimination  of  the  authority  of  the  Treasury  tv  extend  definition  of 
“employee” . — Paragraph  4  of  the  definition  of  “employee”  gives  to  the 
Treasury  Department  virtually  unlimited  discretion,  through  author¬ 
ity  to  extend  the  definition  of  “employee,”  to  determine  where  the 
impact  of  the  social-security  taxes  will  fall.  As  a  result  of  this  au¬ 
thority,  large  numbers  of  persons  will  have  no  way  of  knowing  their 
social-security  tax  liability  until  the  Treasury  determines  it  for  them. 

5.  Realistic  coverage  for  household  workers. — The  bill  purports  t 
extend  coverage  to  household  workers  but  in  reality  does  so  for  only 
a  small  group — 1 ,300,000  of  these  workers  are  excluded  under  the  bill. 
Coverage  should  be  real,  not  theoretical. 

6.  Teachers,  firemen,  and  policemen  with  their  own  pension  systems 
should  be  excluded. — We  recommend  direct  exclusion  of  teachers,  fire¬ 
men  and  policemen,  who  are  already  covered  under  their  own  retire¬ 
ment  and  pension  systems.  It  would  in  our  opinion  be  a  mistake  to 
take  any  action  which  might  jeopardize  these  existing  systems  to 
which  contributions  have  been  made  over  long  periods  of  time. 

7.  Establishment  of  an  independent  system  for  Puerto  Rico,  the  Virgin 
Islands,  and.  other  possessions. — A  social-security  system  specifically 
geared  to  the  economic  level  of  these  islands  is  desirable.  The  ex¬ 
tension  of  the  proposed  legislation  to  these  possessions  will,  however, 
create  many  anomalies  and  unfortunate  results  which  could  otherwise 
be  avoided. 

8.  Continuation  of  existing  law  with  respect  to  lump-sum  death 
payments. — More  than  78,000,000  persons  have  already  paid  for  the 
same  private  life-insurance  protection  which  this  provision  in  the  bill 
would  duplicate  or  replace.  Encroachment  by  the  Federal  Govern¬ 
ment  into  this  field  is  accordingly  unjustified. 

9.  Confine  total  and  permanent  disability  payments  to  the  public 
assistance  program. — Prior  to  launching  into  the  hazardous  and  tre- 
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mendously  costly  field  of  disability  insurance,  opportunity  should  first 
be  given  to  meet  the  problem  through  the  sounder  and  less  costly 
Federal  grants-in-aid  program.  Such  an  opportunity  is  provided  for 
in  the  bill  by  extending  Federal  participation  to  payments  to  all 
permanently  and  totally  disabled  persons  who  are  in  need.  The  cost 
of  the  proposed  disability  insurance  program  may  well  exceed 
$1,000,000,000  annually  within  the  next  few  years. 

EFFECT  OF  OUR  RECOMMENDATIONS 

If  the  above  changes  are  made  in  this  proposed  legislation,  the  com¬ 
pulsory  social- insurance  system  will  be  kept  within  its  fundamental 
purpose  and  its  cost  and  the  necessary  taxes  required  for  its  support 
will  be  substantially  reduced.  According  to  actuarial  advice,  the  aver¬ 
age  annual  saving  until  the  maturity  of  the  program,  some  50  years 
hence,  will  be  in  the  neighborhood  of  $1,250,000,000.  This  saving  is 
real  and  not  illusory  and  the  result  would  be  wholly  compatible  with 
the  aims  of  the  social-security  program.  More  than  that,  an  adoption 
of  our  recommendations  will  aid  in  preserving  the  proper  relationship 
between  security  achieved  through  social  insurance  and  that  which  is 
to  be  had  through  individual  self-reliance.  The  approximately 
$60,000,000,000  so  saved  over  this  period  would  be  available  to  the 
American  people  for  their  individual  use  in  providing  for  their  own 
additional  financial  security  in  the  manner  most  appropriate  and 
fitting  to  their  own  circumstances. 

DISCUSSION  OF  OUR  RECOMMENDATIONS 

1.  Continuation  of  the  present  $3,000  wage  base. — Raising  the  wage 
base  from  $3,000  to  $3,600  brings  into  sharp  focus  a  basic  conflict  in 
the  conception  of  the  purpose  of  the  compulsory  social-insurance 
system.  This  conflict  is  whether  the  system  should  serve  to  afford 
economic  protection  at  a  basic  level  appropriate  for  those  least  able 
to  provide  for  their  own  security,  or  whether  it  should  now  be  expanded 
into  a  national  retirement  system  of  high  benefits  as  a  relatively  com¬ 
plete  means  of  furnishing  retirement  and  survivors’  benefits  without 
any  need  for  supplementation  by  the  individual. 

The  original  administration  bill  adopted  the  latter  philosophy  by 
increasing  the  wage  base  to  $4,800,  with  the  frank  objective  of  select¬ 
ing  a  base  which  would  include  all  the  wages  of  over  95  percent  of  the 
working  population.  This  would  leave  only  a  very  small  group  in 
the  higher-income  brackets  with  any  earnings  free  from  social-security 
taxation.  The  recommended  increase  from  $3,000  to  $4,800  was  in 
no  wise  necessary  to  raise  the  amount  of  benefit  payments  to  the 
desired  level,  or  to  assure  the  financial  solvency  of  the  system. 

By  compromising  at  a  $3,600  wage  base,  the  majority  has  recognized 
the  inherent  unsoundness  of  the  administration’s  proposal.  Never¬ 
theless,  the  compromise  represents  a  breach  of  basic  principle,  a  matter 
which  is  more  significant  in  its  ultimate  implications  than  in  its  im¬ 
mediate  practical  effect. 

To  justify  increasing  the  wage  base  to  $3,600,  the  question  must  be 
asked  whether  a  man  with  $3,600  of  earnings  needs  more  social- 
insurance  protection  than  one  earning  $3,000.  The  question  answers 
itself.  Some  of  the  results  of  raising  the  wage  base  to  $3,600  are  as 
follows: 
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(а)  Workers  now  near  retirement  age  earning  $3,600  or  more 
would  receive  a  windfall,  since  the  additional  benefits  to  which 
they  would  be  entitled  at  retirement  would  exceed  by  far  in  value 
the  total  of  their  additional  taxes  on  the  extra  $600  of  wages.  The 
extra  benefits  they  would  receive  would  be  at  the  expense  of  the 
trust  fund,  which  has  been  built  up  exclusively  from  taxes  on 
incomes  of  $3,000  or  less. 

(б)  Younger  workers  earning  as  much  as  $3,600  will,  on  the 
other  hand,  be  subject  to  taxes  totaling  20  percent  more  than  if 
the  wage  base  were  kept  at  $3,000,  in  return  for  which  their 
retirement  benefits  payable  years  later  would  be  only  7%  percent 
more  a  month. 

(c)  The  ability  of  all  those  earning  over  $3,000  a  year  to  make 
their  individual  arrangements  for  additional  financial  security 
would  be  reduced. 

(i d )  Employee  pension  plans  established  by  employers,  unions, 
or  employers  and  unions  jointly,  would  tend  to  use  a  lower  level 
of  benefits,  because  integration  with  the  higher  scale  of  social- 
security  benefits  would  leave  smaller  residuals  to  be  covered  by 
the  private  pension  plans. 

(e)  Employers  would  not  only  have  to  subsidize  the  social- 
security  system  more  heavily  through  their  payment  of  half  the 
taxes,  but  they  would  also  be  subjected  to  heavier  bookkeeping 
and  clerical  expense  in  order  to  make  wage  and  tax  reports  for 
old-age,  survivors,  and  disability  insurance  purposes  on  a  $3,600 
basis  while  continuing  to  report  for  unemployment-compensation 
taxes  on  a  $3,000  basis. 

2.  Elimination  oj  the  automatic  yearly  benefit  increase  factor  ( the 
“increment” ). — We  are  opposed  to  the  automatic  one-half  of  one 
percent  yearly  benefit  increase  factor  or  “increment”  provision  con¬ 
tained  in  the  bill  because: 

(a)  The  use  of  the  yearly  increment  in  computing  the  amount 
of  benefit  payments  discriminates  against  older  persons  first 
entering  the  system  with  only  a  few  years  to  retirement,  and 
favors  younger  workers  with  steady  employment.  We  agree 
with  the  Advisory  Council  on  Social  Security  to  the  Senate 
Finance  Committee,  which  unanimously  recommended  the 
elimination  of  the  increment  provision,  that  such  discrimination 
is  undesirable,  and  that  the  older  workers  should  not  be  penalized. 

( b )  The  increment  also  discriminates  against  those  workers 
who  do  not  have  continuous  employment.  These  workers  are 
less  able  to  provide  for  their  own  security  than  those  who  are 
regularly  employed.  The  favoring  of  this  group  of  steadily  em¬ 
ployed  workers  is,  therefore,  inconsistent  with  the  social  purposes 
of  the  system — to  afford  protection  to  those  who  are  least  able 
to  save  for  their  own  financial  security. 

(c)  By  setting  into  operation  an  automatic  escalator  clause 
providing  higher  benefits  in  the  future,  when  the  costs  of  the 
system  will  be  greatest,  we  are  committing  future  generations  to 
the  payment  of  benefits  on  a  scale  which  we  are  unwilling  our¬ 
selves  to  pay  today. 

(■ d )  The  increment  provision  will  increase  benefits  only  slightly  in 
the  beginning,  but  the  increase  will  grow  larger  and  larger  each  year 
as  more  persons  become  eligible  for  benefits.  Over  the  next  50 
years,  additional  extra  costs  because  of  the  increment  will  average 
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approximately  $1,000,000,000  a  year,  or  a  total  of  $50,000,000,000. 
Approximately  40  or  50  years  hence,  the  increment  will  increase 
cost  as  much  as  $2,000,000,000  a  year.  No  justification  has  been 
advanced  for  imposing  this  additional  cost  on  future  generations. 

The  increment  factor  is  not  necessary  in  order  that  benefits  may 
be  related  to  length  of  service  in  covered  employment  or  the  amount 
of  taxes  paid  by  an  individual  into  the  system.  This  relationship  is 
provided  for  in  the  bill  by  the  so-called  “continuation”  factor,  by  which 
benefits  are  reduced  pro  rata  for  time  spent  in  uncovered  employment. 
Moreover,  the  argument  that  private  pension  systems  and  the  Federal 
civil-service  retirement  system  are  precedents  for  an  annual  increment 
provision  is  unsound.  The  purpose  of  the  increment  in  these  systems 
is  to  encourage  employees  to  remain  at  their  jobs  throughout  their 
working  careers.  The  matter  of  tenure  of  office  is,  however,  of  no 
concern  under  a  national  compulsory  system  where  an  individual  can 
pass  from  job  to  job  and  still  remain  in  covered  employment.  Many 
features  of  private  pension  and  Federal  retirement  systems  are 
inappropriate  in  this  program,  where  the  purpose  is  to  provide  a 
realistic  floor  of  protection  against  economic  hazards. 

3.  In  conjunction  with  recommendations  1  and  2  above  we  recom¬ 
mend  the  use  oj  the  highest  10  consecutive  years  in  determining  average 
monthly  wage. — With  important  classes  of  workers,  particularly  farm 
labor,  still  excluded  from  the  social-security  system,  it  is  to  be  expected 
that  a  large  number  of  workers  will  still  shift  back  and  forth  between 
covered  and  uncovered  employment,  thereby  creating  a  record  of 
intermittent  covered  employment  for  social-security  purposes.  This 
will  result  in  a  pro  rata  reduction  of  benefits  for  these  workers,  because 
of  the  continuation  factor  in  addition  to  that  resulting  from  the 
inclusion  in  the  wage  record  of  years  of  relatively  low  earnings  from 
other  causes.  In  particular,  years  of  coverage  before  World  War  II, 
when  a  lower  wage  level  prevailed,  may  often  be  included  and  result 
in  a  further  reduction  in  benefits  to  levels  unsuitable  to  present-day 
inflated  prices.  Accordingly,  some  offset  is  needed  to  this  double 
reduction  in  benefits,  caused  by  proration  and  the  use  of  prewar  wage 
history.  We  believe  that  one  way  to  provide  such  an  offset  would  be 
to  determine  average  wages  on  the  basis  of  the  best  10  years  of  con¬ 
secutive  employment,  with  suitable  adjustments  if  there  are  less  than 
10  such  years.  In  this  respect,  our  recommendations  are  closer  to 
the  administration’s  original  proposal  than  the  committee’s  bill. 

Use  of  the  best  10  years  of  consecutive  employment  will  also  have 
the  effect  in  many  cases  of  eliminating  earnings  in  early  apprentice¬ 
ship  years,  which  are  hardly  appropriate  as  a  basis  for  benefits  pay¬ 
able  some  40  or  50  years  later  in  life.  In  addition,  it  introduces  into 
the  basic  program  an  automatic  mechanism  which  will  tend  to  adjust 
future  benefits  to  existing  price  levels. 

4.  Elimination  of  the  authority  oj  the  Treasury  to  extend  the  dejinition 
oj  “employee"  j or  tax  purposes. — The  tax  rate  contained  in  the  majority 
bill  is  as  follows: 
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In  view  of  this  tax-rate  differential  contained  in  the  majority  bill 
it  is  important  that  every  individual  should  be  able  to  know  from  the 
statute  itself  whether  he  is  an  “employee”  or  a  self-employed  person. 
It  is  equally  important,  and  only  just,  that  employers  know  how  many 
“employees”  they  have  for  social-security  purposes. 

Under  existing  law,  the  definition  of  “employee”  for  social-security 
purposes  is  particularly  important  in  determining  who  is  and  who  is 
not  covered.  This  problem  is,  however,  eliminated  by  the  provisions 
of  H.  R.  6000  which  extends  coverage  to  the  self-employed  as  well  as 
to  “employees.”  The  sole  purpose  for  defining  “employee”  is  thus  a 
tax  purpose — -who  pays  as  an  “employee”  and  who  pays  as  a  self- 
employed  person,  and  when  is  an  employer’s  tax  payable. 

Paragraph  (4)  of  the  majority  definition  makes  the  attainment  of 
these  objectives  impossible.  Millions  of  persons  and  thousands  of 
businesses  will  not  know  their  tax  liability  until  it  is  determined  for 
them  by  the  Treasury  Department. 

The  vital  principle  as  to  who  shall  make  that  determination  is  also 
involved.  We  believe  that  such  determinations  are  the  proper  re¬ 
sponsibility  of  the  Congress  and  that  Congress  should  accordingly 
clearly  define  the  term  “employee.”  This  is  done  in  paragraphs  (1), 
(2),  and  (3)  of  the  definition  under  which  the  common  law  rule  of 
“employee”  is  broadened  to  include  several  groups.  We  approve  of 
the  principle  of  extension  of  the  definition  being  made  by  congres¬ 
sional  action,  and  exceedingly  regret  that  the  categories  to  be  specifi¬ 
cally  enumerated  under  paragraph  (3)  did  not  receive  the  thorough 
consideration  which  we  believe  to  be  appropriate.  Paragraph  (4) 
vitiates  this  policy,  however,  and  leaves  this  determination  up  to  the 
Treasury  Department  and  the  Federal  Security  Agency  and  the 
courts.  It  reads: 

The  term  “employee”  means — 

(4)  Any  individual  who  is  not  an  employee  under  paragraphs  (1),  (2),  or  (3)  of 
this  subsection  but  who,  in  the  performance  of  service  for  any  other  person  for 
remuneration,  has,  with  respect  to  such  service,  the  status  of  an  employee,  as 
determined  by  the  combined  effects  of  (A)  control  over  the  individual,  (B)  per¬ 
manency  of  the  relationship,  (C)  regularity  and  frequency  of  the  performance  of 
the  service,  (D)  integration  of  the  individual’s  work  in  the  business  to  which  he 
renders  service,  (E)  lack  of  skill  required  of  the  individual,  (F)  lack  of  investment 
by  the  individual  in  facilities  for  work,  and  (G)  lack  of  opportunities  of  the 
ndividual  for  profit  or  loss. 

A  mere  cursory  glance  at  the  wording  of  the  above  definition  will 
show  that  at  any  time  the  Internal  Revenue  Bureau  or  the  Federal 
Security  Agency  or  the  court  wants  to  make  a  person  an  “employee” 
rather  than  a  self-employed  person,  or  vice  versa,  it  can  do  so.  This  is 
true  because  in  almost  every  case  at  least  two  or  three  of  the  “factors” 
as  interpreted  by  them  can  always  be  cited  in  justification. 

In  view  of  the  scope  of  the  first  three  paragraphs  of  the  new  defini¬ 
tion,  and  inasmuch  as  paragraph  (3)  can  be  modified  to  any  extent 
desired  by  the  Congress,  there  is  manifestly  no  justification  for  para¬ 
graph  (4).  It  was  adopted  by  the  majority  under  extreme  pressure. 

Paragraph  (4)  serves  no  social  purpose.  Instead  it  leaves  the  status 
of  millions  of  our  citizens  to  the  almost  unbridled  exercise  of  adminis¬ 
trative  discretion  and  does  so  just  at  a  time  when  they  must  for  the 
first  time  determine  at  their  peril  whether  they  are  to  be  covered  as 
“employees”  or  as  self-employed.  It  will  result  in  the  unsettling  of 
many  established  business  practices  and  produce  endless  costly  litiga¬ 
tion.  Its  adoption  is  a  shameful  departure  from  the  constitutional 
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division  of  powers  among  the  three  branches  of  government  and  marks 
the  surrender  by  the  Congress  of  its  prerogative  and  duty  to  define 
tax  liability. 

Appendix  B  contains  an  analysis  of  this  problem  prepared  for  the 
Committee  on  Ways  and  Means  by  the  staff  of  the  Joint  Committee 
on  Internal  Revenue  Taxation.1 

5.  Realistic  coverage  for  household  workers.— Under  the  bill  only 
about  one-third  of  the  approximately  2  million  household  workers  wifi 
be  covered  because  of  the  requirement  of  26  days  of  employment  for 
one  employer  during  a  3-month  period.  The  effect  of  this  requirement 
is  to  favor  the  more  regularly  employed  household  worker,  and  dis¬ 
criminate  against  those  who  work  for  more  than  one  or  two  employers 
each  week. 

We  believe  the  coverage  to  this  group  should  be  realistic  and  not 
theoretical  and  should  be  extended  to  all  household  workers  who 
work  at  least  1  day  a  week  for  an  employer  for  6  days  in  different 
weeks  of  a  3-month  period  (calendar  quarter).  This  test  of  regular 
employment  will  in  our  opinion  oppose  no  greater  burden  on  the  house¬ 
wife  than  the  provision  of  26  days  contained  in  the  bill  and  will  afford 
protection  to  the  group  of  these  workers  who  need  it  the  most. 

Our  recommendation  for  realistic  coverage  to  household  workers 
is  predicated  on  the  assumption  that  a  simple  and  feasible  method  of 
collecting  the  necessary  taxes  from  the  housewife  is  effectuated  by 
the  Treasury  Department  and  the  Federal  Security  Agency. 

6.  Teachers ,  firemen,  and  policemen  with  their  own  pension  systems 
should  be  excluded. — We  recommend  direct  exclusion  of  teachers, 
firemen,  and  policemen  who  ate  already  covered  under  their  own  re¬ 
tirement  and  pension  systems.  Their  retirement  systems  are  specifi¬ 
cally  designed  for  public  employment  and  are  better  adapted  to  the 
needs  of  these  groups  than  the  broad  social-security  program.  More¬ 
over,  in  all  cases  their  retirement  payments  are  greater  and  can  more 
easily  be  adjusted  to  their  changing  needs  through  local  and  State 
action.  It  would  in  our  opinion  be  a  mistake  to  take  any  action  which 
might  jeopardize  these  existing  systems  to  which  contributions  have 
been  made  over  long  periods  of  time. 

7.  Establishment  oj  an  independent  system  for  Puerto  Rico,  the  Virgin 
Islands,  and  other  possessions. — Recognizing  that  the  livelihood  and 
well-being  of  the  people  of  Puerto  Rico  and  the  Virgin  Islands  are 
closely  tied  to  our  economy,  we  nevertheless  believe  that  a  separate 
social-insurance  system  should  be  established  for  these  possessions 
because  the  extension  of  the  proposed  legislation  to  them  will  have 
undesirable  results.  For  this  reason  the  Advisory  Council  on  Social 
Security  to  the  Senate  Finance  Committee  recommended  that  a  thor¬ 
ough  study  be  made.  Some  of  the  anomalies  resulting  from  extending 
the  proposed  legislation  to  Puerto  Rico  and  the  Virgin  Islands  would 
be — 

(a)  A  great  number  of  contributors  would  receive  benefits  on  a 
lavish  scale  as  compared  with  recipients  in  the  United  States.  A 
typical  worker  and  his  wife  would,  for  example,  receive  a  combined 
benefit  equal  to  at  least  three-fourths  of  the  worker’s  monthly  wage. 

(i b )  In  many  cases  benefit  payments  would  be  larger  than  the  wages 
themselves,  because  of  the  minimum  benefit  provision  in  H.  R.  6000. 

(c)  Inasmuch  as  a  large  portion  of  the  working  population  of  these 
islands  earns  $50  or  less  per  month,  many  individuals  would  draw 


1  This  analysis  begins  on  p.  33. 
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benefits  and  at  the  same  time  continue  to  work,  since  full  benefits 
are  payable  unless  the  amount  of  earnings  from  wages  or  self-employ¬ 
ment  income  exceeds  $50  a  month,  or  $600  a  year. 

(. d )  On  the  other  hand,  many  individuals  would  have  an  insufficient 
wage  base  to  meet  the  minimum  requirements  of  “insured  status,”  and, 
therefore,  many  who  most  needed  protection  would  receive  none. 

(e)  Our  Federal  income-tax  laws  do  not  apply  to  Puerto  Rico  which 
has  its  own  tax  system.  Accordingly,  a  system  for  collecting  the 
Federal  social-security  tax  will  have  to  be  established  in  these  islands 
and  the  cost  of  collecting  this  tax  will  in  many  cases  be  more  than  the 
tax  itself. 

$.  Payment  of  lump-sum  death  benefits. — Existing  law  provides  that 
a  lump-sum  death  benefit  equal  to  six  times  the  primary  insurance 
benefit  will  be  paid  upon  the  death  of  an  insured  worker  if  there  are 
no  survivors  immediately  eligible  for  survivors’  benefits.  This  provi¬ 
sion  was  added  to  the  Social  Security  Act  by  the  1939  amendments 
on  the  theory  of  giving  to  all  insured  workers  at  least  a  partial  return 
of  the  money  which  they  had  paid  into  the  system;  otherwise  those 
who  died  without  leaving  survivors  eligible  for  benefits  would  forfeit 
any  equities  in  the  system  which  they  may  be  considered  to  have 
established  through  the  payment  of  past  taxes. 

The  new  provision  in  the  bill,  however,  provides  that  a  lump-sum 
benefit  equal  to  three  times  the  primary  amount  will  be  paid  whenever 
an  insured  worker  dies,  even  though  there  are  benefits  payable  to  his 
survivors  which  are  worth  many  times  the  amount  he  paid  into  the 
system  through  taxes.  This  change  is  completely  inconsistent  with 
the  original  purposes  of  the  limited  lump-sum  death  benefit,  and  can 
only  be  justified  on  the  theory  that  the  Social  Security  Act  should 
provide  life  insurance  for  funeral  benefits.  In  our  opinion,  this  repre¬ 
sents  an  improper  encroachment  by  the  Federal  Government  into  a 
field  which  is  adequately  served  by  a  form  of  private  enterprise. 
Today  over  78,000,000  persons — more  than  the  entire  number  to  be 
covered  under  the  social-security  system  even  when  extended  as  this 
bill  provides — now  have  life-insurance  policies,  and  we  see  no  purpose 
to  be  served  by  the  Government  entering  into  this  field. 

9.  Confine  total  and  permanent  disability  payments  to  the  public 
assistance  programs. — We  recognize  that  permanent  and  total  dis¬ 
ability  is  a  major  economic  hazard  and  that  protection  in  this  field  is  a 
concern  of  Government.  We  believe,  however,  that  an  opportunity 
should  first  be  given  to  weigh  the  effectiveness  of  meeting  this  problem 
through  State  assistance  programs  to  which  the  Federal  Government 
contributes  before  embarking  on  a  tremendous  new  Federal  insurance 
program  averaging  at  least  $700,000,000  a  year  over  the  future  and  a 
possible  cost  of  several  times  this  amount.  Accordingly  we  urged  the 
extension  of  Federal  participation  to  payments  made  by  the  States  to 
permanently  and  totally  disabled  persons  who  are  in  need,  and  this 
has  been  provided  for  in  the  bill. 

The  extension  of  the  social-insurance  program  to  include  permanent 
and  total  disability  benefits  was  not  recommended  by  any  person  who 
had  had  actual  experience  in  the  field.  As  a  matter  of  fact  the  several 
experienced  witnesses  who  appeared  before  the  committee  universally 
recommended  against  the  adoption  of  the  program  at  this  time.  An 
analysis  of  the  actual  workings  of  the  proposed  program  was  hardly 
touched  upon  during  the  hearings  of  the  committee,  and  no  plan  has 
ever  been  presented  to  the  committee  outlining  the  actual  adminis- 
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trative  procedure  to  be  used  in  determining  eligibility  for  these  pay¬ 
ments.  The  Senate  Advisory  Council  recommendation  that  perma¬ 
nent  and  total  disability  benefits  be  provided  was  made  in  conjunction 
with  a  universal  coverage  extension  of  old-age  and  survivors  insur¬ 
ance  and  was  predicated  on  the  reduction  in  over-all  percentage  costs 
of  the  system  which  would  be  made  by  a  broader  extension  of  cover¬ 
age.  Moreover,  the  Advisory  Council  recommendation  provided 
much  stricter  eligibility  requirements  than  H.  R.  6000.  Even  this 
recommendation  was  made  with  a  strong  dissent  and  the  dissenting 
members  were  the  only  members  of  the  Council  who  had  had  actual 
experience  with  disability  insurance.1 

(a)  Cost  of  the  proposed  disability  insurance  program: — Cost  esti¬ 
mates  of  this  program  are  only  speculative  at  best  but  a  fair  estimate  of 
the  maturing  cost  of  this  program  is  set  forth  below.  The  figures  de¬ 
veloped  by  the  actuary  assigned  to  this  committee  are  somewhat  below 
these  figures,  but  it  is  almost  universally  agreed  that  any  estimates  of 
the  cost  of  disability  insurance  are  subject  to  a  wide  range  of  error  and 
thus  could  be  considerably  above  the  intermediate  estimates  which  the 
actuary  has  presented.  The  administrative  cost  for  the  first  year  is  es¬ 
timated  by  the  Federal  Security  Agency  to  be  over  $20,000,000;  the 
number  of  claimants,  at  least  300,000;  and  the  number  of  additional 
employees  needed  to  handle  the  program,  at  over  6,000,  not  counting 
doctors  on  contract.  The  number  of  claimants  will  grow  to  at  least 
1,500,000  within  15  years  when  the  annual  cost  may  well  be  about 
$1,000,000,000  a  year. 


Table  1. — Cost  of  permanent  and  total  disability  insurance  contained  in  H.  R.  6000 


Calendar  year 

Amount 

Percentage 
of  pay  roll 

Calendar  year 

Amount 

Percentage 
of  pay  roll 

1950 . . 

1980... 

1, 100. 000, 000 

1, 100, 000, 000 

1, 100,  000, 000 

1,  200, 000, 000 

1, 200,  000, 000 

0.8 

1955. . . . 

$300, 000, 000 
700, 000, 000 

1, 000, 000,  000 

1, 100,  000,  000 

1, 100. 000, 000 

0.3 

1985 . . 

.8 

1960 _ 

.5 

1990... 

.8 

1965 _ 

.7 

1995 _ _ _ 

.8 

1970 . . . 

.8 

2000 . . . 

.8 

1975. . . . . 

.8 

( b )  The  experience  of  insurance  companies: — The  experience  of  life- 
insurance  companies  in  this  field  was  well-nigh  disastrous.  It  was, 
however,  suggested  before  the  committee  during  the  hearings  that  the 
experience  of  the  life-insurance  companies  was  not  necessarily  the  fate 
of  this  program  as  administered  by  the  Federal  Government  because 
the  insurance  companies  did  not  have  complete  control  of  their  selec¬ 
tion  of  risks,  whereas  under  the  proposed  program  a  control  of  the 
selection  of  risks  would  be  had  by  compulsory  coverage.  Such  an  asser¬ 
tion  can  only  be  supported  by  demonstrating  that  the  proportion  of 
persons  under  the  proposed  Federal  plan  who  are  subject  to  both  a 
substantial  risk  of  unemployment  or  reduced  incomes  would  be  smaller 
than  among  a  selected  group  such  as  those  to  whom  individual  in¬ 
surance  policies  had  been  issued.  No  such  demonstration  has  been 
volunteered,  and  we  believe  the  exact  opposite  condition  would 
exist.  By  extending  coverage  to  all  workers  who  had  earned  a  given 
minimum  and  worked  for  certain  periods  in  covered  employment,  the 
Government  is  bringing  in  millions  of  workers,  including  many 
women,  with  very  low  income-earning  capabilities,  and  in  periods  of 


1  The  dissenting  opinion  is  sot  forth  in  full  in  appendix  A  of  this  statement,  beginning  on  p.  28. 
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unemployment  the  incentive  to  get  on  the  benefit  rolls  will  be  great 
indeed. 

Furthermore,  the  life-insurance  companies  found  that  during  the 
depression  of  the  1930’s  the  percentage  increases  in  the  rates  of  dis¬ 
ability  among  workers  insured  under  group-insurance  contracts  were 
at  least  as  great  as  under  individual  policies,  which  are  usually  relied 
upon  as  the  distinguishing  factor  in  the  difficulties  encountered  by  life- 
insurance  companies  in  granting  disability  benefits  and  in  the  pro¬ 
posed  Federal  plan.  The  workers  insured  under  group  insurance  are, 
however,  more  nearly  comparable  to  the  workers  who  would  be  cov¬ 
ered  under  a  Federal  program.  Indeed,  those  brought  together  under 
a  Federal  plan  would  probably  constitute  a  greater  hazard  from  a  dis¬ 
ability  standpoint  than  those  insured  by  the  companies  under  group 
policies. 

(c)  Benefits  as  a  matter  of  “right.”  —An  ailm ent  that  disables  one  does 
not  necessarily  disable  another.  The  proposal  of  the  bill  to  limit 
benefits  to  those  who  have  “inability  to  engage  in  any  substantially 
gainful  activity  by  reason  of  any  medically  demonstrable  physical  or 
mental  impairment  which  is  permanent”  is  a  test  which  states  a  very 
clean  cut  and  objective  criterion.  However,  on  analysis  and  in 
application  to  actual  cases,  no  such  objectivity  can  be  carried  out. 
Whether  an  individual  can  or  cannot  engage  in  any  substantial  gainful 
employment  is  a  matter  of  judgment  even  though  full  information  is 
had  as  to  the  exact  degree  of  impairment.  Many  individuals  today 
are  regularly  engaged  in  earning  a  living  who  could  pass  the  proposed 
test  as  it  will  be  administered,  because  the  decision  to  continue  to 
work  or  stop  work  depends  in  the  main  on  ambition,  business  oppor¬ 
tunity,  or  financial  necessity  rather  than  physical  handicap;  and  if 
benefits  as  proposed  under  this  bill  are  established  as  a  matter  of 
“right,”  there  will  be  a  great  many  to  whom  the  temptation  to  live 
off  the  Government  will  be  irresistible. 

(d)  Duplication  of  benefits. — Provision  is  made  in  the  bill  for  the 
duplication  of  disability  benefits  with  workmen’s  compensation 
benefits  payable  in  replacement  of  wages,  up  to  one-half  the  amount 
of  the  smaller  of  the  two  benefit  payments.  Total  benefits  payable 
between  the  two  programs  will  therefore  become  attractive,  in  com¬ 
parison  with  take-home  pay,  to  those  whose  original  urge  to  work  was 
never  overdeveloped.  To  avoid  abuses  which  such  duplication  of 
coverage  would  foster,  many  State  workmen’s  compensation  benefits 
will  have  to  be  cut  back  for  disabilities  lasting  longer  than  6  months 
or,  at  the  least,  needed  liberalizations  will  be  avoided.  In  fact,  this 
provision  for  partial  duplication  of  payments  with  workmen’s  compen¬ 
sation  benefits  is  apparently  intended  as  an  opening  wedge  for  the 
taking  over  by  the  Federal  Government  of  all  benefits  in  the  workmen’s 
compensation  field  now  regulated  by  the  States. 

THE  COST  OF  H.  R.  6000 

The  cost  in  any  year  of  the  proposed  legislation  is  the  sum  of  the 
amount  paid  out  in  benefits  and  the  cost  of  administration.  Today 
benefits  amount  to  approximately  $600,000,000  a  year  and  adminis¬ 
trative  costs  approximately  $50,000,000  a  year. 

The  number  of  beneficiaries  actually  drawing  benefits  is  approxi¬ 
mately  2,500,000,  and  there  are  today  approximately  1,300,000  per¬ 
sons  who  are  eligible  to  draw  benefits  but  are  not  doing  so  because 
they  or  their  husbands  are  working. 
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According  to  advice  from  the  actuary  assigned  to  the  committee, 
the  cost  of  H.  R.  6000  will  increase  approximately  as  follows: 


Table  2. —  The  cost  of  H.  R.  6000 


Calendar  year 

Benefits 

Benefits  as 
percentage 
of  pay  roll 

Calendar  year 

Benefits 

Benefits  as 
percentage 
of  pay  roll 

1950 _ _ _ 

$1, 300,  000. 000 
2,  600. 000, 000 
3,  800,  000,  000 

5,  000.  000,  000 

6.  200,  000.  000 

1.  1 

1980... . . 

$8, 400. 000.  000 
9,  500, 000, 000 
10,  600,  000,  000 
11,  300.  000.  000 

6.2 

1955. _ _ 

2.2 

1985 _ 

6.9 

I960 _ 

3.2 

1990 _ _ _ 

7.6 

1965 _ _ _ 

4.0 

1995 . . 

7.9 

1970 _ 

4.8 

2000 _ 

11, 700, 000,  000 

8.1 

1975 _ _ 

7, 300, 000, 000 

5.5 

The  above  figures  are  only  intermediate  ones  and  are,  of  course, 
subject  to  a  considerable  range  of  variation  because  of  the  unpre¬ 
dictability  of  the  movement  in  the  future  of  the  various  factors  in¬ 
volved.  The  figure  for  four  or  five  decades  hence  could  under  very 
reasonable  assumption  be  as  much  as  20  to  25  percent  higher  or  lower. 

These  future  costs  are  costs  for  which  commitments  are  being  made 
today,  and  the  Government  in  underwriting  the  system  is  morally 
and  politically  obligated  to  supply  the  necessary  cash  to  meet  these 
costs.  This  it  must  do  through  taxation  or  borrowing,  or  a  combi¬ 
nation  of  the  two. 

In  determining  what  is  financially  feasible  for  any  particular  pro¬ 
gram  in  the  broad  field  of  social  security,  pensions,  health,  and  welfare, 
it  is  imperative  to  obtain  insofar  as  possible  some  general  idea  of  the 
over-all  cost  of  all  the  combined  welfare  programs  together  with  con¬ 
templated  programs  in  the  near  future.  If  this  is  not  done,  there  is 
grave  danger  that  what  might  be  feasible  today  may  become  financially 
impossible  tomorrow. 

Mr.  Altmever,  Social  Security  Administrator,  has  indicated  that  a 
pay-roll  tax  of  15  percent  applied  to  all  wages  and  self-employment 
income  up  to  $4,800  or  an  approximate  $21,000,000,000  a  year  might 
cover  all  the  recommended  administration  welfare  programs,  exclusive 
of  public  assistance.1  A  great  many  believe  this  figure  to  be  far  too  low. 

Moreover,  it  is  the  history  of  social-welfare  programs  that  very 
few  are  ever  cut  back  despite  the  costs  because  of  the  political  impli¬ 
cations  of  revoking  what  may  have  become  to  be  regarded  as  vested 
rights.  Accordingly,  if  the  Congress  now  commits  future  generations 
to  social-welfare  programs  costing  more  than  our  free-enterprise  sys¬ 
tem  can  pay  in  taxes,  we  can  expect  little  practical  political  oppor¬ 
tunity  to  later  bring  benefit  levels  down  to  what  the  economy  can 
afford. 

We  have  set  forth  a  table  designed  to  present  a  general  idea  of 
the  over-all  estimated  future  costs  of  all  existing  and  recommended 
social-security,  pension,  health,  and  welfare  programs,  exclusive  of 
veterans’  programs.  It  will  be  noted  that  for  old-age  survivors  and 
permanent  disability  insurance  we  have  included  the  costs  of  the 
program  recommended  by  the  Administration  in  R.  R.  2893  which 
were  somewhat  more  costly  than  H.  R.  6000.  The  figures  contained  in 
this  table  are  in  general  in  accord  with  similar  estimates  contained  in 
a  series  of  articles  appearing  in  the  Congressional  Record  of  April  18, 
19,  20,  21,  22,  25,  27,  29,  and  May  2  of  this  year,  and  in  the  official 
published  hearings  held  by  the  committee  from  March  24  through 
April  27,  1949,  on  Social  Security  Act  amendments  of  1949. 

i  United  States  News  and  World  Report,  April  15, 1949. 
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TABLE  31 — Estimate  of  total  cost  of  existing  and  all  recommended 


1950 

1960 

1970 

Low 

High 

Low 

High 

Low 

High 

Old-age  and  sur¬ 
vivors  insur¬ 
ance  2 _ 

$1, 800, 000, 000 

$2, 000, 000, 000 

$4,  700, 000, 000 

$7, 100, 000, 000 

$7, 600, 000, 000 

$10, 900, 000, 000 

Temporary  dis¬ 
ability2 4 _ 

500, 000, 000 

750, 000, 000 

1, 500,  000, 000 

2, 200,  000, 000 

1, 600, 000, 000 

2, 400,  000,  000 

Health  insur¬ 
ance _ 

15,  000, 000 

15, 000,  000 

3, 600,  000, 000 

6, 000, 000,  000 

6,  000, 000, 000 

6, 500, 000,  000 

Unemployment 
insurance _ 

1, 500, 000,  000 

2, 000, 000, 000 

2,  000,  000, 000 

4,  000, 000, 000 

2,  000, 000,  000 

4,  000, 000, 000 

Public  assist¬ 
ance1 _ 

1,300,000,000 

1, 400,  000,  000 

900,  000,  000 

900, 000, 000 

800, 000,  000 

800, 000, 000 

General  health 
and  welfare5 * *.. 

600, 000, 000 

600, 000, 000 

2, 300, 000, 000 

2, 300, 000, 000 

1,  500, 000, 000 

2,  500,  000, 000 

Railroad  retire¬ 
ment  8 _ 

400,  000, 000 

600, 000, 000 

550, 000, 000 

700, 000, 000 

700, 000, 000 

850, 000, 000 

Civil-service 
retirement _ 

300,  000,  000 

350, 000, 000 

400, 000, 000 

500, 000, 000 

550, 000, 000 

700, 000, 000 

Total _ _ 

6, 415, 000, 000 

7, 615,  000,  000 

15, 950, 000,  000 

23, 700, 000, 000 

20, 750, 000, 000 

28, 650,  000, 000 

1  Does  not  include  veterans’  programs. 

2  As  recommended  in  the  administration  bill  H.  R.  2893,  includes  permanent  and  total  disability. 

!  As  recommended  in  the  administration  bill,  H.  R.  2893. 

4  As  recommended  in  the  administration  bill,  H.  R.  2892. 

4  Exclusive  of  health  insurance.  Includes  grants  to  States  for  hospital  construction  and  maintenance  and 

other  similar  costs  paid  from  the  General  Treasury. 

•  Including  unemployment  and  temporary  disability  benefits  for  railroad  workers. 
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social  security,  pensions,  health  and  welfare  program  for  50  years 


1980 

1990 

2000 

Low 

High 

Low 

High 

Low 

High 

$10, 100,  000,  000 

$14,  700,  000,  000 

$12,  200,  000,  000 

$18, 200, 000,  000 

$13, 100, 000,  000 

$20,  600,  000,  000 

1, 600,  000,  000 

2,  400, 000,  000 

1,  700,  000, 000 

2,  500,  000, 000 

1,700,000,000 

2,  500, 000,  000 

6,  500,  000,  000 

7,  000,  000,  000 

7,  000,  000,  000 

7,  500,  000,  000 

7, 500, 000, 000 

8, 000,  000,  000 

2,  000,  000,  000 

4, 000,  000,  000 

2,  000,  000,  000 

4,  000,  000,  000 

2,  000,  000, 000 

4,  000,  000, 000 

700,  000, 000 

700,  000,  000 

600,  000,  000 

600,  000,  000 

500,  000,  000 

500,  000,  000 

2,  000,  000, 000 

3,  000,  000,  000 

2,  500,  000,  000 

3,  500,  000,  000 

3, 000,  000,  000 

3,  500,  000,  000 

750,  000,  000 

950,  000,  000 

800,  000,  000 

1,  000,  000,  000 

800,  000,  000 

1,  000, 000, 000 

700,  000,  000 

950,  000,  000 

800,  000,  000 

1, 100,  000,  000 

900,  000,  000 

1, 200,  000,  000 

24,  350,  000,  000 

33,  700,  000,  000 

27,  600,  000,  000 

38,  400,  000,  000 

29,  500,  000,  000 

41, 300,  000, 000 
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This  table  shows  that  if  all  programs,  as  recommended  by  the  Ad¬ 
ministration,  were  adopted,  the  over-all  cost  of  all  social  security, 
pensions,  health  and  welfare  programs,  exclusive  of  veterans’  pro¬ 
grams,  would  mount  within  the  next  few  decades  to  somewhere  be¬ 
tween  $30,000,000,000  and  $40,000,000,000  a  year. 

We  call  attention  to  the  statement  made  by  Sir  Stafford  Cripps  in 
reviewing  the  cost  of  social  welfare  in  England  as  reported  in  the 
New  York  Times,  April  7,  1949: 

There  are,  of  course,  economies  that  we  can  make,  and  are  making,  in  our  ad¬ 
ministration,  particularly  as  regards  terminal  expenditure  from  the  war,  and 
temporary  services  arising  out  of  the  war.  But  these  economies  are,  in  the  main, 
in  terms  of  fractions  of  a  million,  whereas  the  new  expenditure  as  regards  social 
services  increases  by  tens  of  millions.  We  have,  therefore,  to  face  the  fact  that 
as  long  as  the  defense  forces  and  the  social  services  are  maintained,  whatever 
Government  is  in  power,  a  very  high  rate  of  taxation  will  continue  to  be  necessary. 

When  I  hear  people  speaking  of  reducing  taxation  and  at  the  same  time  see  the 
costs  of  social  services  rising  rapidly  in  response  very  often  to  the  demands  of  the 
same  people,  I  sometimes  wonder  whether  they  appreciate  the  old  adage:  “We 
cannot  have  our  cake  and  eat  it.” 

******* 

We  have  chosen,  quite  deliberately — and  in  this  all  parties  have  participated — 
to  have  our  benefits  in  the  form  of  extended  social  services.  *  *  *  Each 

year,  and  year  after  year,  we  must  provide,  out  of  taxation,  the  money  required 
for  these  services  and  for  our  defense.  *  *  *  From  a  financial  point  of  view, 

this  means  a  large  budget  and  high  taxation. 

Part  II — Public  Assistance  and  Welfare  Services 

SUMMARY  OF  OUR  POSITION 

1.  We  favor  the  extension  of  Federal  participation  in  payments 
made  by  the  States  to  permanently  and  totally  disabled  needy  persons 
as  provided  for  in  the  bill  by  the  addition  of  title  XIV  to  the  Social 
Security  Act.  As  discussed  in  part  I  of  this  statement,  we  believe  that 
destitution  arising  from  permanent  and  total  disability  is  a  proper 
concern  of  government,  and  we  have  accordingly  recommended  the 
enactment  of  this  program.  Its  effect  will  be  to  liberalize  and  broaden 
benefit  payments  by  the  States  to  permanently  and  totally  disabled 
needy  persons  and  to  establish  a  laboratory  for  testing  the  effectiveness 
of  this  method  of  meeting  the  permanent  and  total  disability  problem. 
As  a  result  of  the  practical  experience  and  first-hand  observation  thus 
gained,  subsequent  improvements  and  extensions  of  this  program 
can  be  made  as  circumstances  warrant. 

2.  We  also  favor  extending  Federal  participation  to  the  adult 
“caretaker”  of  a  dependent  child  as  provided  for  in  the  bill.  This  will 
result  in  better  care  for  the  child  and  in  the  more  equitable  apportion¬ 
ment  of  Federal  funds  among  these  dependency  groups. 

3.  We  further  recommend  the  sharing  by  the  Federal  Government 
in  the  cost  of  payments  now  being  made  by  the  States  and  localities 
to  the  needy  aged,  blind,  and  totally  disabled  in  public  medical  institu¬ 
tions,  as  provided  for  in  this  bill. 

4.  We  question,  however,  the  new  matching  formula  contained  in 
the  bill  for  the  following  reasons: 

(a)  It  will  reduce  the  incentive  of  the  States  to  provide  ade¬ 
quate  payments  for  the  aged,  the  blind,  dependent  children,  and 
the  permanently  and  totally  disabled,  and  discriminates  against 
States  which  are  doing  their  part  in  favor  of  States  which  are  not 
meeting  their  full  responsibility; 
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(6)  It  deviates  from  the  principle  of  public  assistance; 

(c)  It  will  encourage  tlie  use  of  this  program  for  political 
purposes;  and 

( d )  It  lends  further  impetus  to  the  shifting  of  a  basic  State 
responsibility  to  that  of  the  Federal  Government. 

THE  PROPOSED  NEW  FORMULA 

(a)  The  proposed  formula  will  reduce  the  incentive  of  the  States  to 
provide  adequate  payments  and  discriminates  against  States  which  are 
doing  their  part  in  favor  of  States  which  are  not  meeting  their  full  responsi¬ 
bility. — Public  assistance  programs  were  originally  initiated  by  the 
States,  and  the  Social  Security  Act  of  1935  established  Federal  grants- 
in-aid  to  assist  them  in  improving  and  strengthening  their  programs 
for  old-age  assistance  (title  I),  aid  to  dependent  children  (title  IV), 
and  aid  to  the  blind  (title  X). 

The  original  formula  was  on  a  50-50  basis  with  the  maximum 
individual  payment  that  the  Federal  Government  would  match  being 
$30  per  month  for  old-age  assistance  and  aid  to  the  blind.  For  aid  to 
dependent  children,  the  Federal  Government  provided  $1  for  each  $2 
of  State  and  local  money  with  the  matchable  individual  payments  not 
exceeding  $18  per  month  for  the  first  child  and  $12  for  each  additional 
child  in  the  family. 

In  1939  the  Federal  maximums  were  increased  to  $40  for  old-age 
assistance  and  aid  to  the  blind,  and  Federal  matching  aid  for  dependent 
children  was  established  on  a  50-50  basis. 

By  the  1946  amendments,  Federal  funds  were  paid  under  a  matching 
formula  on  the  basis  of  two-thirds  of  the  first  $15  of  the  average 
monthly  payment  per  recipient  plus  one-half  the  remainder  within 
maximums  of  $45  for  old-age  assistance  and  aid  to  the  blind.  For  aid 
to  dependent  children  the  matching  formula  was  two-thirds  of  the 
first  $9  of  average  monthly  payment  per  child  plus  one-lialf  the 
remainder  within  the  individual  maximums  of  $24  for  the  first  child 
and  $15  for  each  additional  child. 

Effective  October  1,  1948,  the  Federal  Government  now  provides 
three-fourths  of  the  first  $20  of  the  average  monthly  payments  plus 
one-half  of  the  remainder  within  a  maximum  of  $50  for  old-age 
assistance  and  aid  to  the  blind.  Under  the  aid  to  dependent  children 
the  Federal  share  is  three-fourths  of  the  first  $12  of  the  average 
payment  per  child  plus  one-half  of  the  remainder  within  the  maximum 
of  $27  for  the  first  child  and  $18  for  each  additional  child. 

As  shown  from  the  above  the  fact  that  the  Federal  Government 
would  match  at  least  $1  for  every  $1  spent  by  the  States  within  the 
permissible  maximum  has  always  been  a  basic  and  essential  feature 
of  this  program.  The  result  of  this  policy  has  been  that  the  States 
have  increased  their  average  payment  for  the  needy  aged  from  $16 
in  1936  to  $44  today,  from  $9  to  $29  for  a  dependent  child,  and  from 
$24  to  $46  for  the  blind.  No  Federal  action  should  therefore  be 
taken  which  would  reduce  this  incentive  of  the  States  to  continue 
their  progress  in  raising  their  level  of  payments. 

But  such  action  is  now  proposed  under  the  new  formula  contained 
in  the  bill. 

This  formula  provides  that  Federal  funds  shall  equal  four-fifths  of 
the  first  $25  per  recipient,  plus  one-half  of  the  next  $10  but  only 
one-third  of  any  additional  amount  over  $35  up  to  the  $50  maximum. 
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Under  this  formula,  therefore,  while  States  receive  $25  of  Federal 
funds  for  a  $35  payment,  the  States  desiring  to  maintain  or  increase 
this  benefit  to  an  adequate  amount  would  receive  only  one  Federal 
dollar  for  every  two  State  dollars.  This  is  a  deterrent,  not  an  incen¬ 
tive,  to  States  to  raise  their  payments,  and  it  marks  a  fundamental 
departure  from  the  established  principle  of  Federal  matching  on  at 
least  a  dollar-for-dollar  basis. 

We  call  particular  attention  to  the  fact  that  under  the  proposed 
formula  any  State  could  cut  its  share  of  expenditures  for  public 
assistance  by  one-half  by  merely  reducing  its  average  assistance  pay¬ 
ments  from  $50  to  $35 — a  temptation  which  may  be  great  in  the  face 
of  rising  costs  of  State  governments. 

The  general  effect  of  the  formula  can  be  illustrated  by  showing  the 
Federal  amount  received  where  assistance  payments  average  $25  and 
where  benefit  payments  are  at  a  $50  level.  Where  payments  average 
$25,  80  percent  of  the  funds  come  from  Federal  sources;  on  the  other 
hand,  where  payments  average  $50,  only  60  percent  comes  from 
Federal  funds. 

(6)  It  deviates  from  the  principle  of  public  assistance  and  Federal- 
State  relationship. — Public  assistance  for  the  aged  and  dependency 
groups  was  designed  to  serve  as  a  transitional  method  to  take  care  of 
these  until  the  old-age  and  survivors  insurance  program  was  sufficiently 
matured  to  handle  most  of  this  protection  on  a  contributory  basis. 
Residual  cases  could  then  be  handled  locally  at  local  expense.  On 
this  basis  the  program  was  designed  to  encourage  and  assist  the  States 
to  pay  adequate  benefits  to  needy  people  within  the  purview  of  the 
program.  The  practical  effect  of  the  proposed  formula  will,  however, 
be  to  discourage  States  from  paying  adequate  benefits  and  to  encourage 
them  to  make  payments  only  up  to  $35.  When  a  person  is  entirely 
destitute,  particularly  in  urban  areas,  it  is  manifest  that  $35  is  hardly 
sufficient  for  any  reasonable  living  standards  throughout  the  country, 
as  the  majority  apparently  believe.  The  result  of  the  proposed  for¬ 
mula  is  to  start  a  trend  in  old-age  assistance  away  from  the  case  work 
determination  of  individual  need  and  turn  it  into  a  mass-production 
benefit-roll  technique  for  which  the  system  was  never  designed. 

(c)  It  encourages  the  use  of  this  program  for  political  purposes. — 
Political  pressures  within  States  have  already  resulted  in  placing  per¬ 
sons  on  the  rolls  who  are  not  qualified  for  benefits.  Although,  for 
example,  the  national  average  for  aged  persons  on  the  assistance  rolls 
is  228  for  every  1,000  over  65,  the  State  of  Louisiana  has  placed  8  out 
of  every  10  persons  over  65  on  the  old-age  assistance  rolls — an  increase 
of  over  100  percent  in  the  past  year.  Providing  four  Federal  dollars 
for  each  State  dollar  to  those  States  which  have  old-age  assistance 
payments  of  only  $25  encourages  abuse. 

( d )  The  proposed  formula  lends  impetus  to  the  shifting  of  a  State  re¬ 
sponsibility  to  the  Federal  Government. — Public  assistance  is  essentially 
a  State  responsibility.  This  was  recognized  in  the  original  recom¬ 
mendation  on  the  President’s  Committee  of  Economic  Security  in 
1935  and  is  implicit  in  the  fact  that  aside  from  sharing  in  the  costs  of 
assistance  and  administration,  the  role  of  the  Federal  Government 
has  been  limited  to  that  of  setting  minimum  standards  and  providing 
teclmical  advice  on  administrative  problems.  Under  the  proposed 
formida,  however,  impetus  is  lent  to  the  tendency  to  shift  this  re¬ 
sponsibility  to  the  Federal  Government.  Under  the  proposed  formula 
80  percent  of  a  $25  payment  will  come  from  the  Federal  Government, 
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and  71  percent  of  a  $35  payment.  A  gradual  shifting  of  this  respon¬ 
sibility  will  lead  to  the  imposing  of  this  program  on  the  Federal 
Government  rather  than  the  absorption  on  a  local  level  of  cases  not 
provided  for  under  the  insurance  program. 

Regard  should  be  given  to  the  relatively  favorable  position  of  the 
States  to  meet  their  own  obligations  in  comparison  to  that  of  the 
already  over-burdened  Federal  Government. 

Daniel  A.  Reed. 

Roy  O.  Woodruff. 
Thomas  A.  Jenkins. 
Richard  M.  Simpson. 
Robert  W.  Kean. 

Carl  T.  Curtis. 

Noah  M.  Mason. 
Thomas  E.  Martin. 
Hal  Holmes. 

John  W.  Byrnes. 


ADDITIONAL  MINORITY  VIEWS 

Excellent  though  the  majority’s  findings  are  in  many  respects,  I 
regret  to  dissent  from  the  majority  report  of  the  committee.  I  concur 
in  the  major  portion  of  the  findings  of  the  minority  report,  but  wish 
to  express  these  additional  views.  My  dissent  from  the  bill  reported 
out  does  not  stem  from  opposition  to  a  liberalized  social-security 
program;  instead  it  arises  from  the  fact  that  the  bill  reported  out  fails 
in  some  major  respects  to  do  the  very  things  a  liberal  and  effective 
social-security  program  should  do. 

The  old-age  and  survivors  insurance  program  is  a  grossly  unsound 
and  ineffective  tool  for  the  social-security  purposes  it  attempts  to 
accomplish.  Because  it  is  so  unsound  and  ineffective,  I  cannot  agree 
that  the  mere  extension  of  its  coverage  or  a  mere  numerical  revision 
of  its  benefit  formula,  such  as  the  majority  of  the  committee  proposes, 
can  bring  about  significant  improvement.  Instead,  the  very  funda¬ 
mentals  of  the  program  should  be  objectively  reexamined,  and  to  the 
extent  that  such  reexamination  indicates  the  need  for  drastic  over¬ 
hauling  of  the  program,  that  overhauling  should  be  done,  even  though 
it  proves  necessary  to  abandon  completely  those  concepts  on  which 
the  present  program  rests. 

I  should  like  to  outline  what  I  consider  the  major  shortcomings  of 
the  old-age  and  survivors  insurance  program,  both  in  its  present  form 
and  as  it  would  be  amended  by  the  reported  bill.  At  the  same  time 
I  shall  indicate  what  I  believe  is  the  necessary  remedy. 

i.  the  old-age  and  survivors  insurance  program  fails  to  pro¬ 
vide  AUTOMATIC  BENEFITS  FOR  THE  MAJORITY  OF  THOSE  PERSONS 

WHO  ARE  IN  NEEDY  CATEGORIES  NOW 

The  program  makes  grandiose  promises  for  the  future.  Even  with 
its  coverage  excluding  certain  occupations,  as  under  the  reported  bill, 
the  great  majority  of  the  aged  population  of  a  half  century  from  now 
will  be  eligible  for  the  program’s  benefits,  since  most  of  the  young 
men  starting  out  to  work  now  or  in  recent  years  will  have  full  oppor¬ 
tunity  to  get  the  required  calendar  quarters  in  covered  employment 
at  some  time  during  their  working  lifetime.  Most  of  today’s  young 
women  either  will  similarly  succeed  in  getting  these  calendar  quarters 
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or  will  be  married  to  men  who  so  succeed,  so  that  they  too  will  qualify 
for  benefits  either  in  their  own  right  or  on  behalf  of  their  husbands. 

But  what  of  today’s  older  population?  Of  the  5.2  million  men  now 
aged  65  and  over,  only  one-third  are  insured  under  the  program,  and 
of  the  5.5  million  women  of  these  ages,  only  one-fourth  are  either 
insured  themselves  or  are  the  wives  or  widows  of  insured  men.  This 
is  because  only  those  who  are  still  fortunate  enough  to  have  remained 
at  work  for  much  of  the  time  since  the  program  actually  started  in 
1937  could  obtain  the  calendar  quarters  of  employment  needed  to  be 
insured  today.  Many  of  the  men  over  65  today  were  already  too 
old  to  be  at  work  back  in  1937,  or  were  already  disabled  or  unem¬ 
ployed.  Many  of  the  women  are  wives  or  widows  of  men  who  had 
already  left  work  by  1937;  in  fact,  many  of  today’s  widows  had 
already  become  widows  by  that  date  or  before  1940  and  so  could  not 
•qualify  for  benefits. 

True,  the  Social  Security  Act  includes  a  program  of  old-age  assist¬ 
ance  said  to  be  designed  for  the  benefit  of  those  who  were  too  old  to 
qualify  under  the  insurance  program.  But  old  people  do  not  want  the 
stigma  of  receiving  assistance  benefits  which  are  based  on  a  needs 
test.  They  want  automatic  benefits,  even  though  modest  in  amount, 
that  they  can  call  their  own.  The  old-age  assistance  programs, 
even  when  conscientiously  administered,  have  proved  shamefully 
dishonest  in  their  results.  Some  old  people,  of  the  most  deserving 
type,  have  remained  in  need  rather  than  go  on  assistance.  Other  old 
people  have  become  a  burden  upon  their  conscientious,  but  poor, 
children.  Those  who  get  assistance  benefits  have,  in  some  cases, 
concealed  their  assets  in  order  to  qualify  for  the  benefits;  on  the  other 
hand,  hundreds  of  thousands  of  even  more  deserving  people  have 
declined  to  do  this  and  at  the  same  time  have  suffered  harsh  depriva¬ 
tions.  Other  deserving  individuals  without  assets  of  any  kind  have 
finally  had  to  apply  for  this  assistance,  but  it  has  broken  their  spirit, 
destroyed  their  independence,  and  changed  their  entire  outlook  on  life. 

The  men  now  aged  65  or  over  who  are  eligible  for  social-security 
insurance  benefits  come,  by  and  large,  from  the  more  well-to-do 
portion  of  the  aged  population,  since  these  men  either  have  worked 
recently  or  are  still  working.  If  we  were  to  remove  from  consideration 
the  more  opulent  one-tliird  of  the  older  male  population,  and  concern 
ourselves  only  with  the  poorer  two-thirds,  who  might  be  said  to  be 
in  the  economic  levels  of  qualifying  for  public  assistance  in  the  more 
liberal  assistance  States,  we  would  find  that  probably  only  about 
one-fifth  of  this  poorer  group  have  qualified  for  benefits  under  the 
insurance  program.  This  indicates  the  degree  to  which  the  insurance 
program  has  failed  to  take  care  of  those  older  persons  for  whom  its 
benefits  should  be  primarily  available. 

It  is  said  that  the  extension  of  coverage,  as  provided  in  the  bill 
reported  by  the  committee,  will  tend  to  remedy  this  situation.  The 
majority  of  those  of  today’s  old  people  who  are  ineligible  for  insurance 
benefits  are  no  longer  regularly  employed,  so  that  the  mere  extension 
of  coverage  to  those  occupations  not  now  covered  cannot  help  them. 
Such  extension  of  coverage  may  make  it  even  more  probable  for  future 
generations  of  old  people  to  become  insured,  but  it  cannot  take  today’s 
old  people  off  public-assistance  rolls  or  help  those  old  people  who  are 
now  in  distressing  circumstances  because  they  cannot  get  insurance 
benefits  and  refuse  to  apply  for  public  assistance. 
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Wliat  is  needed  is  an  extension  of  automatic  benefits  (i.  e.,  benefits 
available  without  a  needs  test)  to  the  millions  of  old  people  who  could 
not  qualify  under  a  wage-record  insurance  program  and  yet  who,  over 
their  past  working  lifetime,  have  worked  just  as  faithfully  as  the  more 
fortunate  few  who  now  qualify.  No  other  way  can  possibly  provide 
these  deserved  benefits. 

There  are  those  who  frown  upon  the  idea  of  paying  every  citizen  an 
old-age  benefit.  These  critics  should  examine  the  present  program. 
Under  this  program,  we  are  now  paying  a  privileged  few,  some  of 
whom  are  independently  wealthy,  amounts  that  are  many,  many 
times  more  than  what  they  have  paid  in.  Under  our  old-age  assistance 
program,  which  is  part  of  social  security,  one  State  has  now  on  the 
assistance  rolls  8  out  of  every  10  of  its  inhabitants  over  65  years  of  age. 
Every  taxpayer  in  the  country  is  helping  to  carry  these  loads. 

What  we  say  of  the  old  people  is  equally  true  of  the  other  categories 
in  need.  Mere  extension  of  coverage  will  not  put  onto  the  insurance- 
benefit  rolls  those  orphan  children  whose  fathers  have  already  died. 
Should  the  Congress  decide  to  go  into  the  field  of  permanent  disability 
benefits,  the  method  provided  for  in  the  bill  of  the  majority  is  unsound, 
costly,  and  very  inequitable  and  unjust.  Mere  provision  of  disability 
insurance  on  a  wage-record  basis  cannot  put  on  the  benefit  rolls  the 
large  number  of  people  under  age  65  who  are  now  permanently  dis¬ 
abled.  It  can  never  help  the  hopeless  cripple  who  has  been  such  all 
his  life.  The  administration’s  proposal  offers  nothing  but  relief  for 
the  crippled  individual  who  as  a  child  never  knew  what  it  was  to  run 
and  play.  It  can  never  help  the  individual  who  is  stricken  by  some 
dreaded  disease  before  he  reaches  his  working  age  and  never  gets  the 
chance  to  hold  a  job.  Such  provisions  may  help  some  of  the  disabled 
of  later  generations,  but  we  should  not  overlook  today’s  needy  or  leave 
them  to  the  mercy  of  public  assistance,  if  the  field  of  total  disability 
benefits  is  going  to  be  entered  by  the  Federal  Government. 

II.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PROGRAM  FAILS  TO  MAKE 

THE  MOST  SOCIALLY  ADVANTAGEOUS  DISTRIBUTION  POSSIBLE  OF 

FUNDS  AT  ITS  DISPOSAL 

Social-security  funds  are  necessarily  limited  in  amount,  since  they 
depend  upon  the  amount  of  economic  productivity  in  the  Nation  and 
the  possibility  of  drawing  off  a  portion  of  this  productivity  for  social- 
security  purposes  that  is  not  too  large  to  injure  the  Nation’s  economic 
health.  Because  of  this  limitation,  it  is  of  the  utmost  importance  that 
these  funds  be  distributed  wisely. 

But  the  insurance  program  fails  to  make  this  wise  distribution  be¬ 
cause  it  is  tied  down  by  the  concept  that  benefit  amounts  should  vary 
directly  with  the  worker’s  former  wage  level.  This  concept  of  “the 
higher  the  wage,  the  higher  the  benefit”  has  generally  been  rationalized 
on  the  ground  that  a  greater  “wage  loss”  is  suffered  when  a  higher- 
paid  worker  dies  or  retires  than  when  a  lower-paid  worker  does.  But 
I  feel  that  this  concept  results  in  a  maldistribution  of  social-insurance 
funds  and  ignores  the  important  fact  that  the  higher-paid  worker 
should  be  expected  to  accumulate  far  greater  resources  than  the  lower- 
paid  with  which  to  supplement  his  social-insurance  benefit.  In  fact, 
this  concept  is  so  inconsistent  with  the  social-insurance  objective  set 
forth  above,  that  the  reverse  concept  of  “the  lower  the  wage,  the 
higher  the  benefit”  would  be  more  nearly  correct. 
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It  is  my  belief  that  benefits  should  be  uniform  in  amount  and  in¬ 
dependent  of  previous  wage  history.  A  system  providing  uniform 
benefits  would  recognize  the  fact  that  since  the  amounts  available  for 
social  security  are  necessarily  limited  in  total,  it  is  far  better  to  divide 
up  these  amounts  without  discrimination  than  to  pinch  one  man’s 
benefit  in  order  to  deal  more  generously  with  another  man. 

A  social-security  system,  subsidized  as  it  intrinsically  is  from  public 
funds,  should  not  be  the  medium  for  continuing  the  higher-paid 
worker’s  differential  in  living  standard  over  that  of  his  lower-paid 
fellow  citizen.  It  is  the  function  of  the  higher-paid  man’s  greater 
personal  resources  to  provide  a  supplemental  benefit  for  the  purpose 
of  continuing  this  differential.  While  the  higher-paid  man  may  not 
wish  to  make  such  provision,  he  has  the  choice  to  do  so.  And  he  has 
a  choice  of  methods  by  which  to  do  it.  If  he  prefers  not  to  use  private 
channels,  such  as  thrift  or  insurance  organizations,  or  union  or  other 
cooperative  funds,  he  should  have  the  opportunity  of  using  public, 
but  not  subsidized,  channels. 

A  claim  which  has  been  made  for  the  variable  benefit  concept  is 
that  under  it  are  reflected  geographic  differences  in  living  costs.  This 
claim  can  hardly  be  taken  seriously  since  benefit  variations  within 
almost  any  fair-size  town  will  be  much  greater  than  variations  in 
benefit  averages  as  between  different  towns  or  different  parts  of  the 
country.  It  has  been  well  established  that  variations  in  average 
expenditures  between  one  locality  and  another  reflect  variations  in 
living  standards  much  more  than  they  do  variations  in  living  costs. 
And  to  the  extent  that  an  individual’s  need  for  a  higher  benefit  is  due 
to  a  genuine  local  variation  in  living  cost,  it  is  the  function  of  his  own 
community  or  State,  whose  increased  living  cost  is  matched  by  in¬ 
creased  fiscal  capacity,  to  make  up  that  benefit  differential  to  him  by 
means  of  State-financed  public  assistance,  and  not  the  function  of 
the  Nation-wide  social -security  program. 

The  benefit  differential  cannot  be  justified  on  the  ground  of  indi¬ 
vidual  equity.  Primary  insurance  benefits  which  would  be  awarded 
in  1950  under  the  bill  proposed  here  by  the  majority,  for  a  worker 
who  has  been  steadily  employed  at  an  average  of  $250  a  month,  are 
$16  a  month  greater  than  the  benefits  for  a  worker  steadily  employed 
at  $100  a  month.  Yet,  less  than  $2.47  differential  in  primary  benefit 
amounts  can  be  justified  actuarially  by  the  higher  contributions  of  the 
$250-a-month  man.  In  other  words,  the  higher-paid  man  has  paid 
for  $2.47  more  in  benefits  but  receives  $16  more  in  benefits.  This 
small  actuarially  justified  differential  is  due  in  part  to  the  newness  of 
the  program,  for,  at  present,  contributions  pay  only  a  small  part  of  the 
benefit  costs.  But  it  is  doubtful  whether,  even  in  the  long  run  and 
under  the  higher  contribution  rates  of  the  committee  bill,  the  differ¬ 
ential  in  employee  contributions  will  ever  justify  the  differential  in 
benefits  between  the  lower-paid  and  the  higher-paid  worker.  While 
it  is  true  that  the  higher-paid  worker  derives  a  benefit  which  is  lower 
relative  to  his  previous  earnings  than  that  of  the  lower-paid  worker, 
and  also  that  the  higher-paid  worker  pays  a  larger  relative  share  of 
the  cost  of  his  benefits  than  does  the  lower-paid  worker,  the  important 
fact  is  that  the  higher-paid  worker  derives  a  greater  dollar  profit  than 
the  lower-paid  worker. 

A  case  in  point  showing  that  the  present  system  does  not  make  a 
proper  social  distribution  of  funds  is  that  of  the  corporation  official. 
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whose  salary  is  somewhere  above  $250  a  month,  who  has  been  under 
social  security  since  it  started,  who  retired  in  1949,  and  whose  wife  is 
the  same  age.  Under  existing  law,  this  husband  and  wife  are  drawing 
$67.80.  This  man  has  paid  into  the  trust  fund  a  total  in  his  lifetime 
of  $390,  or  less  than  the  amount  that  he  and  his  wife  are  drawing  out 
in  6  months.  The  measure  before  us  would  raise  this  man’s  benefits 
to  $64.40  and  the  wife’s  benefits  to  $32.20  or  a  total  of  $96.60.  This 
increase  is  given  to  them  without  any  needs  test. 

The  pending  measure  so  departs  from  a  social  program  as  to  make 
the  insurance  benefits  for  an  orphan,  in  some  instances,  conditioned 
on  whether  or  not  that  orphan  was  born  in  wedlock;  yet,  this  same 
program  makes  possible  old-age-retirement  benefits  as  a  matter  of 
right  to  the  professional  gambler  or  any  other  person  who  makes  his 
livelihood  in  an  unlawful  enterprise. 

A  widow,  whose  husband  was  not  under  social  security,  or  whose 
husband  died  prior  to  1940,  receives  no  payments  from  the  Federal 
Government  without  going  on  relief. 

Take  another  case  of  a  young  lady  who,  upon  reaching  her  majority, 
gives  up  her  career  and  her  opportunity  for  marriage,  to  care  for  her 
invalid  mother.  Suppose  the  mother  lives  until  she  is  80,  and  by 
that  time  the  small  resources  of  the  family  are  exhausted.  This 
daughter  will  never  be  entitled  to  any  social  security  payments  as  a 
matter  of  right  based  on  a  wage  record.  She  can  only  look  to  relief. 

A  system  of  uniform  benefits  would  remove  these  inequities  and 
correct  this  socially  adverse  distribution. 

III.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PROGRAM  FAILS  TO 

PROVIDE  THE  FLEXIBILITY  NECESSARY  TO  KEEP  ITS  BENEFITS  IN 

LINE  WITH  SOCIAL  AND  ECONOMIC  CHANGES 

A  major  purpose  of  the  committee  bill  is  that  of  adjusting  the 
benefits  of  the  insurance  program  to  meet  the  changes  in  living  costs 
which  have  transpired  since  the  present  law’s  benefit  formula  was 
adopted.  I  cannot  view  the  remedy  as  a  satisfactory  one,  and  I 
view  the  very  problem  as  evidence  of  the  program’s  basic  unsoundness. 

Can  the  benefit-formula  revision  of  the  committee  bill,  coupled 
with  the  special-adjustment  schedule  for  benefits  already  on  the  rolls, 
rectify  the  benefit-wage  relationship  for  a  substantial  number  of  years 
to  come?  Obviously  not.  In  view  of  the  constantly  changing  levels 
of  prices  and  wages,  the  revision  would  only  be  a  temporary  expedient. 
If  wage  and  price  levels  fall  substantially  in  future  years,  the  ratio  of 
benefits  to  wrages  could  be  disastrously  high,  both  socially  and  eco¬ 
nomically.  The  more  probable  long-term  trend,  however,  is  upward, 
and  not  many  years  may  elapse  before  this  trend  will  give  rise  to  a 
demand  for  further  adjustment.  It  should  be  remembered,  too, 
that  the  real  urgency  in  such  times  is  that  of  the  situation  of  those 
who  will  already  be  on  the  beneficiary  rolls.  Those  who  will  still  be 
working  will  see  their  benefit  amount  (as  it  appears  on  paper)  rise 
somewhat  with  rising  wage  levels  and  can,  of  course,  hope  that  Con¬ 
gress  will  make  further  revision  in  the  benefit  formula  before  their 
retirement  or  death. 

Does  not  this  need  for  continual  revision  of  the  benefit  formula, 
and  in  particular  the  even  more  urgent  need  for  repeated  special- 
adjustment  schedules  for  benefits  for  those  already  on  the  rolls,  point 
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clearly  to  the  absurdity  of  basing  benefits  on  wage  histories?  Will 
it  not,  in  fact,  soon  make  a  shallow  mockery  of  the  claim  that  benefits 
are  based  on  wage  histories?  Can  a  social-insurance  system  presume 
to  meet  social  needs  of  the  future  on  the  basis  of  records  of  the  past 
and  present?  Not  only  in  terms  of  benefit  levels  but  also  in  terms  of 
various  other  economic  and  social  factors,  we  are  powerless  to  outline 
properly  tomorrow’s  needs  and  to  promise  benefits  accordingly.  A 
retirement  age  of  65,  for  example,  may  well  become  obsolete  in  a 
future  population  whose  age  composition  and  health  characteristics 
could  be  such  that  65  would  be  too  low  an  age,  both  biologically  and 
economically,  for  superannuation. 

A  private  insurance  company  or  a  privately  funded  pension  system 
cannot  readily  do  other  than  to  promise  those  now  insured  or  covered 
in  such  company  or  system  specific  future  benefits  dependent  upon 
present  premiums  or  contributions,  which  in  turn  may  be  dependent 
upon  present  income  levels.  But  a  social-insurance  system  need  not 
have  the  limitation  of  this  inflexibility.  And,  in  fact,  this  very  lim¬ 
itation  on  the  part  of  private  insurance  and  private  pensions  makes  it 
the  more  urgent  that  social  insurance  possess  the  flexibility  to  be  au¬ 
tomatically  adaptable  to  economic  and  social  change. 

As  will  be  shown  further  on,  this  flexibility  does  not  connote  insta¬ 
bility  ;  nor  need  it  be  achieved  through  the  medium  of  public  assistance. 
In  fact,  today’s  dual  system  of  Federal  insurance  benefits  for  the  se¬ 
lected  few  and  Federal-supported  public  assistance  for  many  of  the 
remainder  is  responsible  for  much  of  today’s  instability.  At  the  pres¬ 
ent  time  the  average  old-age  assistance  monthly  payment  exceeds  the 
average  primary  insurance  benefit  by  about  $18.  The  passage  of  this 
measure  would  probably  put  the  insurance  benefit  amount  in  the  lead, 
but  the  race  would  only  have  begun.  The  insurance  beneficiary,  mis¬ 
led  into  thinking  he  has  paid  for  his  own  benefit,  is  resentful  of  the 
assistance  recipient’s  receiving  a  comparable  amount  without  having 
paid  contributions  toward  it;  and  the  latter,  who  suspects  the  actual 
truth  that  the  insurance  beneficiary  has  paid  only  an  infinitesimal  por¬ 
tion  of  the  cost  of  his  benefit,  rightly  resents  the  fact  that  he  himself 
has  had  to  submit  to  a  needs  test  in  order  to  get  assistance.  The  two 
systems  will  therefore  compete  with  each  other  for  increasing  political 
favor,  and  this  competition,  combined  with  the  extreme  long-range 
cost  increases  inherent  in  the  measure  before  us,  could  prove  to  be  a 
major  inflationary  factor  in  the  Nation’s  economy. 

Under  the  present  system,  this  Government  is  saying  to  a  young 
man  21  years  of  age  that  they  will  pay  him  a  definite  amount  upon 
retirement  at  his  retirement  age.  He  is  not  only  promised  the  exact 
amount  that  he  will  receive  upon  retirement,  if  his  age  is  then  65, 
but  how  much  he  will  receive  each  month  if  he  lives  to  be  90.  What 
the  price  level  will  be  at  the  time  he  is  90,  what  he  will  need,  or  what 
the  taxpayers  can  afford  to  pay  at  that  time,  are  all  factors  that  are 
totally  disregarded.  What  will  happen  is  that  future  Congresses  will 
have  to  revise  his  benefit  formula.  What,  then,  is  the  value  of  all 
these  wage  records?  Why  maintain  a  huge,  staggering  bureaucracy 
to  maintain  wage  records  that  will  have  to  be  disregarded  later? 

On  frequent  occasions  Congress  has  voted  a  very  costly  program, 
such  as  in  the  field  of  veterans’  legislation  or  housing.  There  is  an 
end  to  such  programs.  They  do  expire.  There  is  no  end  to  our  social- 
security  program.  It  runs  into  perpetuity.  We  bind  oncoming  gen¬ 
erations  to  pay  untold  billions  of  dollars  not  only  50  years  from  now,  or 
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100  years  from  now,  but  so  long  as  the  Government  of  the  United 
States  stands.  It  is  totally  unmoral. 

Let  us  permit  our  children  and  our  grandchildren  to  decide  how 
much  per  year  they  of  their  generation  will  pay  for  social  security. 
We  should  not  bind  them  by  contract  to  pay  untold  billions  each  year, 
as  the  present  system  does.  The  right  of  self-government  means  not 
only  freedom  from  kings,  tyrants,  and  dictators,  but  it  means  freedom 
from  the  past. 

IV.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PROGRAM  IS  ABSOLUTELY 
LACKING  IN  SOUND  FINANCIAL  STRUCTURE 

For  the  old-age  and  survivors  insurance  program  to  be  truly  effec¬ 
tive,  it  must  not  only  be  effective  now  but  also  give  the  assurance  of 
being  effective  in  the  future.  Such  assurance  cannot  possibly  be  given, 
it  seems  to  me,  when,  as  in  the  case  of  either  the  present  law  or  the 
measure  before  us,  the  following  conditions  are  present: 

1.  Annual  benefit  disbursements  of  future  years  will  be  vastly 
greater  than  those  of  the  immediate  future,  in  fact,  possibly  ten  or 
more  times  as  great,  due  primarily  to  the  fact  that  the  number  of 
beneficiaries  will  greatly  increase. 

The  committee’s  actuary  advises  me  that  the  best  estimated  cost  of 
our  old-age  and  survivors  and  disability  insurance  program  for  future 
years  is  as  follows: 

In  10  years  the  annual  cost  will  be  $3,800,000,000. 

In  20  years  the  annual  cost  will  be  $6,200,000,000. 

In  30  years  the  annual  cost  will  be  $8,400,000,000. 

In  40  years  the  annual  cost  will  be  $10,600,000,000. 

In  50  years  the  annual  cost  will  be  $11,700,000,000. 

The  above  is  based  upon  the  limited  coverage  that  we  will  have  after 
the  pending  bill  becomes  law.  Should  the  coverage  be  made  univer¬ 
sal,  our  actuary  advises  me  that  the  best  estimated  cost  would  be  as 
follows : 

In  10  years  the  annual  cost  will  be  $4,200,000,000. 

In  20  years  the  annual  cost  will  be  $6,800,000,000. 

In  30  years  the  annual  cost  will  be  $9,500,000,000. 

In  40  years  the  annual  cost  will  be  $11,900,000,000. 

In  50  years  the  annual  cost  will  be  $13,000,000,000. 

The  foregoing  tables  make  no  allowance  for  possible  liberalization  of 
benefits  which  may  be  made  in  the  future. 

2.  No  definite  scheme  for  meeting  these  greatly  increasing  costs 
has  been  established.  The  alleged  reserve  now  in  the  trust  fund  is 
already  $7,000,000,000  short,  and  the  program  is  new. 

3.  Proposed  combined  rates  of  employer  and  employee  contribu¬ 
tions  are  so  small  that  acturial  costs  are  not  met  even  with  respect  to 
the  youngest  workers  now  covered,  for  whom  contributions  will  be 
paid  throughout  their  working  lifetime. 

In  addition  to  the  above  conditions,  which  spell  uncertainty  for  the 
program’s  future,  the  following  conditions  also  seem  incorrect  for  a 
social-insurance  program: 

4.  The  present  tax  structure  is  highly  regressive. 


180 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  194  9 


5.  Incomplete  coverage,  by  which  I  mean  not  only  incomplete  cover¬ 
age  of  the  working  population  but  more  particularly  the  exclusion  from 
benefits  of  most  of  those  now  old,  disabled,  or  orphaned,  means  that 
the  cost  of  employer  contributions  and  eventual  Government  subsidy 
are  borne  by  those  who  cannot  benefit  from  the  program. 

The  fact  that  the  cost  of  the  program  will  so  greatly  increase  over 
future  years,  or  rather  that  the  number  of  beneficiaries  is  so  small  now 
as  compared  to  future  years,  is  unfortunate  in  a  number  of  respects. 
It  signifies  the  fact,  as  indicated  at  the  beginning  of  this  report,  that 
the  program  is  not  doing  its  job  now  and  will  not  be  for  some  decades 
to  come.  But  it  also  means,  I  am  convinced,  that  no  suitable  method 
of  financing  can  be  found.  To  adopt  a  method  requiring  contribu¬ 
tions  of  the  level  actuarial  type  would  be  a  political  impossibility,  and 
even  if  it  could  be  achieved  it  would  have  the  adverse  effect  that  in  the 
early  years  of  the  program  much  more  would  be  taken  out  of  the 
Nation’s  economy  than  would  be  put  back  into  it  in  the  form  of  bene¬ 
fits.  On  the  other  hand,  not  to  require  level  actuarial  contributions 
would  mean,  as  is  now  the  case,  that — even  with  respect  to  the  young¬ 
est  workers — benefit  costs  would  be  underfunded  and  the  public  would 
have  no  real  appreciation  of  the  true  costs  of  the  program. 

Another  objection  to  a  program  in  which  the  number  of  bene¬ 
ficiaries  is  much  smaller  in  the  early  years  than  in  the  later  years  is 
that,  regardless  of  what  financing  method  is  adopted,  there  will  be  an 
uncontrollable  tendency  toward  undue  liberalization  of  individual 
benefit  amounts.  With  only  relatively  few  beneficiaries  on  the  rolls 
now  and  in  the  immediate  future,  it  is  only  too  simple  a  matter  to 
propose  that  individual  benefit  rates  be  approximately  doubled;  that 
primary  benefit  amounts  in  excess  of  $100  a  month  be  promised,  as 
well  as  combined  husband-and-wife  amounts  of  $150  a  month.  With 
only  a  relatively  small  number  of  present  beneficiaries  and  with  present 
benefit  disbursements  far  below  contribution  receipts,  the  ability  to 
fulfill  these  promises  over  the  next  few  years  seems  to  be  all  that 
matters,  and  the  tremendous  future  cost,  which  will  result  when  there 
is  a  much  larger  number  of  persons  for  whom  we  have  made  commit¬ 
ment  of  these  benefit  amounts,  is  too  easily  ignored. 

I  insist  that  a  realistic  program  be  established  in  which  the  number 
of  beneficiaries  now  wall  be  at  least  comparable  to  the  number  in  the 
future.  Under  such  a  program,  careful  thought  would  necessarily  be 
given  to  any  liberalization  of  benefit  amounts,  for  the  cost  of  any 
such  liberalization  would  be  felt  immediately. 

Under  such  a  plan,  disbursements  from  the  program  would  require 
matching  by  incoming  revenue,  either  over  each  year  or  over  a  short 
period  of  years,  thus  affording  a  definite  program  of  financing. 

It  has  been  frequently  pointed  out  that  those  now  in  receipt  of 
primary  insurance  benefits  under  the  program  have  paid  but  a  very 
small  portion  of  their  cost.  Of  the  primary  beneficiaries  now  on  the 
rolls,  virtually  none  have  paid  more  than  $400  in  employee  contribu¬ 
tions,  some  have  paid  less  than  $10,  and  the  average  amount  of  total 
employee  contributions  for  these  benefits  has  been  less  than  $150. 
Yet  the  actuarial  value  of  the  benefits,  as  of  the  time  of  the  beneficiary's 
being  placed  on  the  benefit  rolls,  has  averaged  about  $3,000,  and  if 
allowance  were  made  for  the  value  of  possible  wife’s  and  other  benefits, 
the  value  would  be  much  greater.  While  over  the  long  run  employee- 
contribution  totals  will  become  much  higher  than  at  present,  they 
will  not  pay  for  a  significant  portion  of  benefit  costs. 
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Let  us  consider  the  case  of  a  man  who  is  now  40  years  of  age.  Let 
us  assume  that  he  has  been  under  old-age  and  survivors  insurance 
since  it  started  in  1937,  that  he  and  his  wife  are  the  same  age,  and  that 
both  will  reach  65  at  the  same  time.  We  will  also  assume  that  his 
average  monthly  wage  has  been  $200.  This  man  will  have  paid  in 
in  taxes  according  to  the  schedule  in  present  law  the  sum  of  $1,440, 
and  his  employer  a  like  amount,  or  a  total  of  $2,880. 

This  amount  would  have  purchased  him  a  monthly  benefit  of 
$14.10  on  an  actuarial  basis.  However,  under  existing  law  he  would 
draw  $47.95  a  month  and  his  wife  would  draw  $23.98,  or  a  total  of 
$71.93.  In  less  than  3/4  years  he  and  his  wife  would  draw  out  every¬ 
thing  that  he  and  his  employer  have  paid  in,  even  though  he  would 
have  been  covered  for  37  long  years.  The  actuaries  say  that  the  total 
value  of  all  these  benefits  under  existing  law  is  $9,770.  Under  the 
pending  measure  his  benefits  will  be  raised  to  $71.10  a  month,  his 
wife’s  to  $35.60  a  month,  or  a  total  of  $106.70  a  month. 

Now  let  us  take  the  case  of  a  much  older  man,  one  who  reached 
65  years  of  age  on  January  1  of  this  year,  and  has  been  under  social 
security  since  it  started,  at  an  average  monthly  wage  of  $100.  We 
will  also  assume  that  his  wife  is  the  same  age.  This  man  has  only 
paid  in  a  total  of  $144  in  taxes  and  his  employer  has  paid  a  like  amount. 
Actuarially,  this  would  have  purchased  for  him  a  monthly  benefit  of 
only  $1.45.  Under  the  present  law  he  receives  $28  a  month  as  long  as 
he  lives  and  his  wife  receives  $14.  Should  his  wife  live  longer  than  he 
does,  she  will  draw  $21  a  month  as  long  as  she  lives. 

The  actuarial  value  of  this  man’s  benefits  is  $3,460  and  the  wife’s 
and  widow’s  benefit  is  $2,240  or  a  total  actuarial  value  of  $5,700. 
This  is  provided  at  a  cost  to  the  man  and  his  employer  of  $288.  The 
measure  before  us  will  raise  this  man’s  monthly  benefit  to  $49  a  month 
and  his  wife’s  benefit  to  $24.50  a  month,  and  if  he  dies  first  the  widow 
will  then  receive  $36.80  a  month — all  of  this  for  the  total  cost  of  $288. 

The  proponents  of  the  present  program,  as  liberalized  by  the  pend¬ 
ing  measure,  claim  to  prefer  insurance  payments  to  assistance,  and 
a  contributory  program  to  a  noncontributory  one.  What  they  pro¬ 
pose,  however,  is  just  the  reverse  of  this  stated  preference.  They 
favor  a  program  which  would  leave  for  large  numbers  of  needy  per¬ 
sons  only  needs-test  assistance,  while  at  the  same  time  favoring  others 
with  virtually  noncontributory  insurance  benefits.  A  plan  which 
would  provide  automatic  benefits  for  all  those  now  old,  or  otherwise 
entitled  to  benefits,  would  require  the  portion  of  the  population  now 
working  to  pay  a  cost  equivalent  to  the  value  of  their  own  benefits, 
and  such  a  plan  would  therefore  be  contributory  in  its  effect.  The 
generation  now  working  would  be  paying  for  the  benefits  of  those 
now  old  (or  the  survivors  of  those  now  dead),  with  the  assurance  that 
when  they  become  old  their  benefits  (or  if  they  are  then  dead,  the 
benefits  to  their  survivors)  would  be  paid  for  by  the  generation  then 
working.  Such  a  program,  I  feel,  would  be  both  sound  socially  and 
sound  financially. 

I  submit  that  in  any  given  year,  those  individuals  who  are  so 
blessed  as  to  have  a  job  and  good  health  so  that  they  can  produce, 
should  carry  the  load  for  those  unable  to  produce  for  themselves  in 
that  particular  year,  that  the  cost  should  be  paid  in  full  in  that  year, 
and  that  when  the  year  closes,  nothing  is  owed  and  nothing  is  promised. 
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Such  a  method  will  eliminate  this  huge  bureaucracy  now  adminis¬ 
tering  social  security,  it  will  eliminate  the  use  of  a  costly  and  useless 
system  of  wage  records,  and  it  will  not  be  committing  future  genera¬ 
tions  of  taxpayers  of  20  years,  50  years,  or  70  years  from  now,  to  the 
untold  billions  to  which  the  present  system  is  committing  them. 

I  propose  a  program  of  modest  benefit  amounts,  one  that  could  be 
borne  by  a  present  tax  rate  not  much  greater  in  total  effect  than  the 
cost  of  Federal  grants  for  public  assistance  plus  the  combined  amounts 
of  employer  and  employee  contributions  at  present.  But  I  would  pre¬ 
fer  that  this  tax  be  in  the  form  of  an  addition  to  the  current  normal 
income  tax  rates.  The  pay-roll  tax,  as  noted  above,  is  regressive  in 
effect.  The  employer  portion  of  the  pay-roll  tax  can  probably  be 
adequately  justified  for  financing  hazards  directly  related  to  current 
employment,  such  as  loss  of  wages  due  to  temporary  absence  from 
work,  but  we  cannot  see  its  rationale  as  a  method  for  financing  long¬ 
term  benefits  relating  to  the  one-time  hazards  of  death,  or  old  age. 

How  much  can  the  Nation  spend  in  any  one  year  for  social  security? 
If  we  pay  our  social-security  bill  each  year  as  we  go,  and  a  specific 
tax  is  levied  for  that  purpose,  the  taxpayers — through  the  powerful 
medium  of  public  opinion — will  prevent  those  payments  from  getting 
too  high.  On  the  other  hand,  the  aged,  the  orphaned,  and  the  wid¬ 
owed,  likewise  can  exert  a  great  influence  on  public  opinion  and  thus 
prevent  benefits  from  becoming  too  low.  These  two  forces  should 
balance  each  other.  This  is  not  accomplished  under  the  present  pro¬ 
gram  because  of  its  cumbersomeness,  alleged  reserve  system,  and  the 
binding  commitments  it  makes  on  future  generations. 

V.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PROGRAM  IS 
ADMINISTRATIVELY  COMPLEX 

Under  the  present  law,  it  is  claimed,  the  wage  record  system  has 
worked  well  and  with  little  cost  in  comparison  with  the  benefits  of  the 
program.  Yet  it  appears  that  the  system  is  a  wasteful  one  if,  as  I 
believe,  a  program  at  least  as  satisfactory  can  be  developed  without 
the  use  of  wage  records.  Moreover,  even  though  the  most  modern 
labor-saving  devices  have  been  applied  in  the  operation  of  the  wage 
record  system,  the  cost  is  substantial. 

Let  us  consider  how  a  wage  record  is  used  in  our  present  social- 
security  law.  If  a  young  lady  18  years  of  age  goes  to  work  in  an  office, 
she  must  apply  for  and  receive  a  social-security  number.  Every  time 
her  employer  pays  her  he  deducts  her  tax  and  adds  the  employer’s  tax 
and  sends  a  record  of  this  tax  and  wage  paid,  to  the  Government.  The 
Social  Security  Administration  opens  an  account  for  her  and  the  tax¬ 
payers  must  employ  Government  workers  to  handle,  preserve,  and 
maintain  that  record,  probably  for  70  or  80  years.  This  young  lady 
may  work  a  few  months  and  get  married.  Years  later  she  may  go 
back  to  work  for  a  month  or  two,  further  social  security  taxes  are  paid 
and  a  further  report  of  wages  paid;  this  results  in  some  more  expensive 
Government  bookkeeping.  She  may  work  periodically  several  times 
during  her  life  but  never  enough  to  qualify  for  old-age  insurance. 
Yet  the  taxpayers  must  maintain  this  expensive  wage  record  for  her. 

Or  take  the  case  of  a  man  who  starts  to  work  and  works  con¬ 
tinuously,  the  keeping  of  his  wage  record  by  the  Government  is 
expensive.  It  is  very  likely  that  several  times  before  he  dies  the  cost 
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of  living  and  prices  generally  will  change  to  the  extent  that  the  benefits 
that  he  is  to  receive  have  to  be  changed,  thereby  rendering  these  past 
wage  records  entirely  useless.  We  must  also  not  forget  that  many 
very  fine  citizens,  who  lead  productive  lives  and  make  their  con¬ 
tribution  to  society,  never  have  a  wage  record.  It  is  exceedingly 
difficult,  and  in  some  cases  almost  impossible,  to  apply  the  present 
program  to  those  citizens. 

Approximately  8,000  of  the  15,000  employees  engaged  in  the 
administration  of  the  present  program  are  directly  concerned  either 
with  the  enforcement  of  the  pay-roll  tax  or  the  processing  of  the 
quarterly  employer  reports  and  the  maintenance  of  the  many  millions 
of  wage  accounts.  Practically  all  of  these  operations,  and  some 
portions  of  the  remaining  operations,  could  be  dispensed  with,  if 
benefits  were  independent  of  wage  records. 

Under  extension  of  coverage,  the  administrative  effort  required 
in  employment-tax  enforcement  will  be  greatly  increased,  and  the 
percentage  increase  in  administrative  costs  will  be  much  greater  than 
the  percentage  increase  in  the  number  of  persons  covered.  The 
definition  of  the  term  “employee,”  which  proved  so  difficult  for  the 
committee,  and  the  definitions  of  “covered  wages”  and  “self-employ¬ 
ment  income,”  likewise  difficult,  are  problems  which  are  not  necessary 
if  we  follow  a  system  that  is  not  based  upon  wage  records. 

On  the  other  hand,  financing  old-age  and  survivors  insurance 
benefits  by  an  income  tax  method,  without  wage  records,  would  not 
only  eliminate  the  above  costs  but  would  add  practically  no  cost  to 
the  present  expense  of  collecting  income  taxes. 

CONCLUSION 

I  have,  in  the  foregoing  paragraphs,  presented  only  some  general 
ideas  of  how  I  would  overhaul  the  insurance  program.  To  put  these 
ideas  in  somewhat  more  concrete,  but  not  at  all  final,  form,  I  am 
submitting  the  following  outline  of  tentative  benefit  proposals: 

1.  Payment  of  old-age  benefits  to  all  citizens  who  have  reached 
retirement  age  or  over,  to  the  widows  of  deceased  citizens  and  to 
their  orphaned  children  under  age  18. 

2.  Payments  within  each  category  (aged,  orphaned,  etc.)  to  be 
uniform  in  amount,  though  amounts  for  different  categories  may 
differ. 

3.  No  needs  test  or  work  clause,  except  that  other  Federally 
supported  benefits  programs  would  be  offset. 

4.  Federal  grants-in-aid  for  old-age  assistance  and  aid  to  dependent 
children  would  cease,  and  all  such  assistance  payments  would  be 
State  financed. 

5.  Benefits  provided  would  be  financed  by  addition  of  a  flat  per¬ 
centage  rate,  especially  designated  in  the  return,  to  the  normal 
income  tax  rate. 

6.  Benefit  amounts  would  be  included  as  taxable  income  in  the 
ordinary  income  tax  return.  This  would  discourage  many  who  do 
not  need  it  from  applying  for  the  benefits;  at  the  same  time,  evils  of 
the  present  system  would  be  eliminated  and  the  costly  burden  of 
supporting  thousands  and  thousands  of  welfare  workers,  inspectors, 
record  offices,  and  the  like  would  be  eliminated. 


184 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1949 


I  would  repeat,  however,  my  earlier  statement  that  such  overhauling 
must  be  preceded  by  an  objective  and  thorough  reexamination,  such 
as  has  not  been  done  to  this  time.  I  do  not  disparage  the  work  of 
previous  congressional  groups  on  this  subject,  and  particularly  not 
the  work  of  the  present  Ways  and  Means  Committee,  which  is  to 
be  congratulated  on  its  rejection  of  some  of  the  most  extravagant  and 
visionary  proposals  contained  in  the  original  Administration  request 
for  legislation.  The  committee  has  perhaps  done  the  job  as  well  as 
possible  by  patching  up  a  hopeless  program,  and  trying  to  make  an 
untenable  program  work. 

On  the  other  hand,  with  due  regard  to  the  high  caliber  and  public 
spirit  of  the  individuals  comprising  the  various  advisory  councils  on 
social  security,  I  feel  it  regrettable  that  these  councils  have  not  been 
able  to  make  more  thorough  reexamination  of  fundamentals.  Each 
council  has  been  made  up  of  individuals  who  were  experts  in  their 
own  outside  fields  and  who,  being  extremely  busy  men  in  these  outside 
fields,  could  not  take  the  necessary  time  to  make  such  reexamination; 
consequently,  acceptance  of  the  proposals  developed  by  the  Social 
Security  Administration  staff  members  became  an  almost  inevitable 
course.  I  feel  that  a  study  should  be  made  by  a  group  consisting 
largely  of  persons  who  can  devote  full  time  for  several  months  to  the 
work,  who  are  largely  technicians  in  this  field,  and  who  at  the  same 
time  are  fully  independent  of  Administration  pressure.  Only  in  this 
way  can  a  wholly  objective  and  thorough  chart  be  laid  for  future 
development. 

Carl  T.  Curtis. 


FURTHER  MINORITY  VIEWS 

We  have  signed  the  minority  report  because  in  our  opinion  it  is 
preferable  to  the  majority  report,  but  we  do  not  approve  all  that  is 
contained  therein.  We  can  and  do  subscribe  to  the  views  expressed 
by  Representative  Carl  Curtis  in  his  “additional  minority  views,” 
especially  to  the  specific  recommendations  found  in  his  “conclusion.” 

Noah  M.  Mason. 

John  W.  Byrnes. 


Appendix  A 

MEMORANDUM  OF  DISSENT  BY  TWO  MEMBERS  OF  THE  ADVISORY 
COUNCIL  ON  SOCIAL  SECURITY  TO  THE  SENATE  COMMITTEE 
ON  FINANCE 

Total  disability  should  be  covered  by  State  assistance  programs  aided  by  Fed¬ 
eral  grants  and  should  not  be  included  in  a  Federal  contributory  social-security 
program. 

Lessons  from  life  insurance  experience 

A  persuasive  theoretical  case  can  be  made  for  including  total  disability  benefits 
in  the  Federal  old-age  and  survivors  insurance  system.  Total  disability  is  a 
distressing  catastrophe  involving  serious  consequences  for  those  whom  it  over¬ 
takes  and  for  their  dependents.  However,  the  way  to  meet  the  situation  and  at 
the  same  time  avoid  many  of  the  pitfalls  indicated  by  life  insurance  and  other 
experience  is  on  an  assistance  basis. 

In  the  1920’s  a  persuasive  case  was  developed  for  the  inclusion  of  total  and 
permanent  disability  income  provisions  in  life-insurance  policies.  There  was  no 
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doubt  that  this  type  of  insurance  was  popular  and  met  a  real  need.  Accordingly, 
the  life-insurance  companies  issued  large  amounts  of  insurance  providing  the 
disability  income  benefits  only  to  learn  by  hard  experience  during  the  depression 
of  the  1930’s,  involving  literally  hundreds  of  millions  of  dollars  of  losses,  that  in¬ 
surance  of  this  type  cannot  be  issued  safely  except  under  severe  restrictions  as  to 
benefit  provisions,  rigid  selection  of  risks,  high  premium  charges,  the  most  careful 
scrutiny  of  new  claims,  and  an  adequate  follow-up  of  those  receiving  disability 
incomes. 

It  is  sometimes  claimed  that  the  difficulties  and  losses  incurred  by  the  life- 
insurance  companies  arose  from  the  overinsurance  of  well-to-do  persons  who  built 
up  disability  insurance  coverage  to  unsound  levels.  It  is  true  that  this  was  a 
source  of  heavy  loss.  However,  the  hazard  of  the  disability  coverage  was  clearly 
evident  in  group  insurance  where  the  rates  of  disability  during  the  depression  rose 
to  a  greater  extent  than  did  the  rates  under  ordinary  insurance.  The  group 
experience  is  much  more  significant  as  a  criterion  in  considering  total  disability 
on  a  contributory  basis  in  a  social-security  program  because  it  related  to  wage 
earners,  was  issued  on  a  wholesale  basis  without  adverse  selection  by  the  insured, 
and  was  free  from  the  overinsurance  characteristics  of  business  issued  on  an 
individual  basis. 

Some  life-insurance  companies  today  sell  disability  income  insurance  in  con¬ 
nection  with  life  insurance  to  carefully  selected  male  applicants  on  a  very  restricted 
basis  and  at  high  rates  of  premiums.  This  fact  provides  no  basis  whatever  for 
claiming  that  all  gainfully  employed  persons  could  safely  be  covered  for  total 
disability  in  a  contributory  social-insurance  program. 

Unfortunately  for  reasons  analogous  in  some  ways  but  different  in  others,  total 
disability  benefits  cannot  be  included  in  a  Federal  contributory  social-insurance 
program  with  any  reasonable  assurance  that  claims  can  be  limited  to  the  type  of 
disability  envisaged  when  the  program  is  adopted.  They  will  get  out  of  hand 
just  as  they  did  in  the  life-insurance  experience.  The  reasons  are  outlined  below. 

The  break-down  of  the  system,  is  most  likely  to  occur  in  period  of  unemployment 

In  the  prosperous  years  of  the  middle  1920’s,  the  life-insurance  companies 
were  able  to  administer  the  total  disability  insurance  provision  with  relatively 
little  trouble.  Because  of  the  problems  inherent  in  a  political  system  providing 
benefits  available  to  practically  all  wage  earners  in  all  occupations,  a  Federal 
contributory  total  disability  benefit  program  would  probably  experience  more 
trouble  than  the  life-insurance  companies  in  periods  of  prosperity  when  job 
opportunities  are  plentiful.  However,  very  serious  difficulties  would  develop 
when  unemployment  began  to  assume  major  proportions.  Under  such  condi¬ 
tions,  there  would  be  tremendous  pressure  to  attempt  to  prove  disability  to  the 
extent  necessary  to  get  on  the  Government  benefit  rolls. 

Theoretically  it  would  appear  easy  to  prevent  abuse  of  the  system,  but  prac¬ 
tically,  as  the  life-insurance  companies  discovered,  the  problem  is  extremely 
difficult  to  handle.  The  crux  of  the  matter  lies  in  the  fact  that  it  is  next  to 
impossible  to  evaluate  total  disability  when  there  is  a  determination  to  attempt 
to  prove  that  one  is  disabled  in  order  to  obtain  a  potential  life  income  from  the 
Government.  Claims  exceedingly  difficult  to  evaluate  are  those  where  it  is 
alleged  that  the  disability  which  prevents  one  from  working  is  of  the  subjective 
type  that  is  next  to  impossible  to  disprove — for  example,  the  various  manifesta¬ 
tions  of  “rheumatism,”  feigned  or  imaginary  angina  pectoris,  and  nervous 
disorders. 

Once  on  the  benefit  rolls,  it  would  be  hard  in  a  large  percentage  of  cases  to  get 
the  worker  to  return  to  his  job.  An  individual’s  net  earnings  as  a  worker  after 
deduction  of  taxes,  union  dues,  and  contributions  for  insurance  benefits,  after 
payment  of  transportation  and  meal  costs,  and  purchases  of  work  clothes,  would 
in  many  instances,  not  be  sufficiently  attractive  to  induce  him  to  return  to  work 
as  compared  with  the  tax-free  disability  payments  and  freedom  from  other 
charges.  Moreover,  being  on  the  benefit  rolls  would  give  many  persons  a  welcome 
sense  of  security  not  present  in  regular  employment,  especially  if  they  were  of  the 
marginal  type  in  ability.  Many  would  prefer  a  small  income  with  security,  to  a 
larger  income  with  what  they  would  consider  insecurity. 

This  would  be  true  because  after  the  period  of  unemployment  which  had 
caused  the  increase  in  the  number  of  persons  on  the  benefit  rolls,  there  would  be  a 
substantial  residue  of  persons  with  impaired  earning  power,  whose  net  earnings 
if  they  returned  to  work,  would  not  be  enough  more  than  their  benefits,  based  upon 
prior  earnings  records,  to  make  it  appear  worth  while  to  go  back  to  work.  These 
individuals  would  do  everything  in  their  power  to  have  their  disability  incomes 
continued. 
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Another  factor  in  periods  of  unemployment  that  would  greatly  increase  the 
problem  of  holding  disability  claims  to  proper  limits  would  be  the  incentive  em¬ 
ployers  would  have  to  lay  off  inefficient  workers  who  later  would  be  represented 
as  unable  to  work  because  of  alleged  disability.  Since  the  laid-off  workers  would 
probably  be  those  whose  efficiency  was  failing,  their  chances  of  being  employed 
again  at  their  previous  wage  levels  would  be  small.  Hence  their  disability  benefits, 
based  upon  prior  wage  records,  might  be  very  attractive  as  compared  with  what 
could  be  earned  net  upon  again  being  employed.  The  incentive  therefore  to  do 
everything  possible  to  stay  on  the  benefit  rolls  would  be  great  indeed.  With 
unemployment  insurance  as  the  first,  and  total  disability  as  an  eventual  later 
means  of  support,  the  temptation  to  employers  to  use  the  system  to  get  rid  of 
inefficient  workers  could  have  very  serious  consequences. 

It  might  be  thought  that  workmen’s  compensation  would  provide  guidance  in 
appraising  the  total  disability  problem.  Unfortunately  it  does  not  offer  much 
help.  Most  workmen’s  compensation  cases  arise  from  accidents  and  are  relatively 
easy  to  appraise  and  adjudicate.  The  insurance  companies  have  had  but  little 
difficulty  in  issuing  coverage  for  disability  arising  from  accidents.  It  is  on  the 
health  side  that  the  problems  described  above  are  encountered. 

Many  people  are  working  who  the  doctors  will  say  are  near  the  border  line  and 
should  stop  work.  These  individuals  will  be  inclined  to  stop  work,  and  a  careful 
physician  will  feel  obliged  to  give  them  the  benefit  of  the  doubt  and  say  they  are 
disabled  for  benefit  purposes,  when  they  are  not  totally  disabled  at  all. 

In  the  disability  field  the  primary  problem  is  likely  to  be  determination  of  the 
present  or  potential  ability  to  do  some  work,  not  the  diagnosis  of  a  physical  con¬ 
dition.  Many  individuals  with  an  unquestioned  pathological  condition  are 
earning  their  support  in  properly  chosen  useful  work  and  in  so  doing  are  benefited 
mentally  as  well  as  physically.  Others  in  a  similar  physical  condition  are  sup¬ 
ported  in  idleness  by  insurance  benefits,  an  independent  income  or  by  their  families. 
In  cases  of  this  type,  which  constitute  a  large  proportion  of  disabled  individuals, 
whether  one  earns  his  living  or  not  depends  on  economic  incentives. 

Unfortunately  experience  demonstrates  that  cash  disability  benefits  operate  as 
a  deterrent  to  rehabilitation.  Entirely  aside  from  the  problem  of  over-all  cost, 
any  benefit  which  diminishes  the  incentives  toward  rehabilitation  and  self- 
support  is  socially  undesirable. 

Benefits  as  rights 

A  basic  difficulty  to  bear  in  mind  is  that  in  any  system  supported  by  taxes 
specifically  levied  for  the  purpose,  workers  will  look  upon  benefits  as  rights  to 
which  they  are  equitably  entitled. 

This  will  color  their  fundamental  attitude  toward  the  system  and  intensify 
their  demands  for  benefits  when  their  disabilities  do  not  warrant  their  doing  so. 
In  taking  this  position  they  will  feel  they  are  doing  what  they  are  equitably  entitled 
to  do  and  are  doing  nothing  wrong.  Moreover,  if  a  person  thinks  someone  else 
has  received  benefits  when  no  more  disabled  than  he,  he  will  contend  for  similar 
treatment  for  himself. 

Though  the  right  to  receive  benefits  is,  of  course,  always  limited  by  qualifying 
conditions,  yet  in  the  worker’s  mind  it  is  the  question  of  right  that  tends  to  be 
uppermost,  while  qualifying  conditions  are  relegated  to  the  background.  The 
former  will  be  stressed,  and  the  latter  soft-pedaled.  When  fulfillment  of  the 
conditions  can  be  readily  verified  objectively,  as  in  the  case  of  death  or  retirement 
at  a  specified  age,  it  is  not  so  easy  to  lose  sight  of  them  or  to  deny  their  relevance. 
However,  when  a  substantial  measure  of  subjectivity  is  involved,  as  in  many 
types  of  disability  claims,  it  becomes  simultaneously  much  easier  for  a  worker  to 
maintain,  and  harder  for  an  administrator  to  deny,  that  the  necessary  qualifying 
conditions  are  present — and  all  the  more  so  when  the  administrator  has  no  strong 
motive,  financial  or  otherwise,  for  denying  the  claim. 

The  fact  that  the  plan  is  contributory  would  not  provide  a  financial  incentive 
for  sound  administration  since  the  source  of  the  funds  would  be  either  the  large 
old-age  and  survivors  insurance  reserve  fund  or  general  revenues,  as  indicated 
below. 

In  the  Federal  system  there  woidd  be  strong  pressure  against,  and  little  incentive  for, 
sound  administration  of  claims 

In  a  system  where  the  payment  of  benefits  depends  upon  discretion,  there  is  a 
strong  tendency  to  be  generous  in  the  adjudication  of  claims,  especially  when  the 
money  comes  from  a  reserve  fund  in  Washington  amounting  to  billions  of  dollars. 
In  the  event  the  Federal  Government  should  bear  part  of  the  cost  from  general 
revenues,  the  feeling  that  the  funds  for  the  payment  of  claims  were  unlimited 
would  be  intensified. 
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There  would  also  be  an  incentive  to  pay  border-line  claims,  arising  from  a 
feeling  that  the  money  available  to  the  system  was  going  to  be  used  anyhow  so 
that  the  beneficiaries  in  a  particular  locality  might  as  well  get  their  s.hare.  Ad¬ 
ministrators  who  did  a  conscientious  job  and  attempted  to  hold  benefits  to  bona 
fide  claimants  would  likely  be  subject  to  local  criticism  because  their  claim  rates 
were  lower  than  those  in  other  communities  where  lax  methods  prevailed. 

Because  the  program  is  operated  by  the  Government,  Congressmen  are  sure  to 
be  appealed  to  for  assistance  to  have  claims  approved  which  constituents  believe 
are  appropriate,  but  which  in  fact  are  far  removed  from  the  total  disability  classi¬ 
fication.  Appeals  of  this  kind  put  conscientious  Congressmen  in  a  difficult  spot. 
For  those  willing  to  curry  favor  with  constituents  at  the  expense  of  the  reserve 
fund  or  of  Federal  Treasury,  as  the  case  may  be,  the  situation  offers  great  oppor¬ 
tunities. 

It  is  also  clear  that  in  a  system  where  the  payment  of  benefits  is  dependent  upon 
broad  discretionary  powers  to  be  exercised  by  Government  employees,  there  would 
be  opportunity  for  a  national  administration  to  use  the  system  to  influence  votes. 
The  mere  expression  of  an  attitude  toward  the  treatment  of  claims  would  be  suffi¬ 
cient  to  determine  the  votes  throughout  the  whole  country  of  large  numbers  of 
beneficiaries,  actual  or  potential,  and  their  families.  There  would  also  be  wide- 
open  opportunity  for  political  favoritism  in  handling  claims  which  any  political 
partv  in  nower  could  use  with  great  effect  if  it  so  desired. 

A  large  percentage  of  covered  workers  are  women  {18  million,  or  40  percent,  in  1944 ) 

In  1944  over  8,000,000  women  were  fully  insured  under  the  old-age  and  sur¬ 
vivors  insurance  system  and  more  than  half  had  worked  steadily  in  covered 
employment  for  8  years.  Women  are  the  most  difficult  group  to  insure  against 
disability.  Claims  of  disability  for  types  of  physical  ailments  that  cannot  be 
disproved  are  exceedingly  common,  e.  g.,  nervous  disorders,  rheumatism,  etc. 
Life  insurance  companies  found  that  out,  and  except  to  a  negligible  extent  and 
under  very  restrictive  conditions,  women  are  no  longer  offered  disability  income 
insurance. 

There  is  furthermore  the  impossibility  in  many  instances  of  determining  attach¬ 
ment  to  the  labor  market.  A  woman  may  have  worked  for  years  and  when 
unemployment  appears,  or  when  she  merely  wants  to  stop  work  and  take  care  of 
her  home,  she  can  quit  her  job,  and  after  6  months  claim  she  would  like  to  work 
but  cannot  because  of  physical  disability.  She  can  claim  she  is  able  only  to  be 
around  the  house  and  do  nothing  more.  Having  paid  taxes  for  disability  benefits 
she  will  demand  them.  There  would  be  opportunity  for  the  development  of  a 
serious  racket  in  this  area;  and  organizations  would  spring  up  to  supply  individuals 
with  information  as  to  ways  and  means  of  making  claims  which  would  probably  be 
approved. 

All  of  the  foregoing  problems  are  greatly  intensified  if  the  woman  is  married. 
Costs 

No  estimates  of  costs  can  forecast  the  probable  drain  on  the  funds  resulting 
from  the  operation  of  the  forces  outlined  above. 

Experience  in  other  countries 

It  is  sometimes  claimed  that  other  countries  have  blazed  the  way  for  the  suc¬ 
cessful  inclusion  of  total  disability  in  a  governmental  contributory  social-insurance 
program.  This  type  of  coverage  originated  in  central  Europe.  To  cite  Germany 
and  Austria  as  examples  which  we  should  now  emulate  will  not  carry  conviction 
in  the  United  States. 

In  Great  Britain  the  disability  program  has  heretofore  been  operated  by  the 
so-called  approved  societies  in  which  the  benefit  claims  of  workers  were  adjudged 
by  their  associates  whose  own  benefit  rights  would  be  endangered  by  the  improper 
approval  of  claims.  The  Socialist  government  changed  this  plan  in  its  recent 
revision  of  the  British  social-insurance  program,  but  there  has  been  no  experience 
to  indicate  that  the  change  will  be  successful.  Furthermore,  the  benefits  under 
the  program  have  been  so  low,  only  10  to  15  percent  of  wages  on  the  average, that 
the  incentives  to  abuse,were  very  much  curtailed. 

The  experience  of  Central  and  South  American  countries  cannot  be  cited  as 
examples  we  should  follow.  The  social-insurance  programs  of  those  countries 
are  new  and  have  built  up  no  adequate  experience.  Many  of  them  were  set  up 
by  refugees  from  central  Europe  operating  through  the  International  Labor 
Office  and  simply  duplicate  the  thinking  of  the  central  European  social-insurance 
bureaus. 

Therefore,  there  is  no  valid  experience  to  guide  the  United  States  in  setting  up 
a  contributory  total-disability  program  in  its  social-security  system.  The  project 
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must  be  Appraised  by  applying  the  best  possible  judgment  to  the  particular 
situations  existing  in  this  country. 

Present  proposals  as  an  entering  wedge 

It  is  generally  advocated  by  those  favoring  the  proposed  plan  for  including 
disability  benefits  in  the  old-age  and  survivors  insurance  system,  that  the  program 
be  expanded  as  soon  as  the  initial  experience  would  appear  to  warrant.  The 
proposed  rules  for  eligibility  are  quite  restrictive,  and  the  level  of  benefits  relatively 
low  as  compared  with  old-age  and  survivors  insurance.  It  has  been  the  general 
experience  that  the  smaller  the  benefits  in  relation  to  the  individual’s  normal 
earnings,  the  lower  the  rates  of  becoming  disabled.  Therefore,  given  a  few  years 
of  relatively  high  employment,  the  experience  is  likely,  on  the  surface  at  least,  to 
appear  to  contradict  the  critics  and  to  justify  liberalization  of  the  program  all 
along  the  line.  Thus  the  stage  would  be  set  for  changes  which  would  bring 
about  the  extremely  serious  consequences  described  above.  The  way  to  avoid 
them  is  to  seek  another,  safer  solution  to  the  problem. 

Total  disability  should  be  provided  for  under  State  assistance  programs  with  Federal 
grants-in-aid 

In  view  of  the  many  pitfalls  involved  in  Federal  contributory  disability 
insurance,  the  problem  should  be  met  through  the  development  of  State  assistance 
programs  providing  for  Federal  grants-in-aid.  This  should  be  accomplished 
under  a  plan  setting  up  a  new  specific  category  of  total  disability.  At  the  same 
time  it  would  be  wise  to  provide  for  a  much  more  liberal  means  test  than  is  required 
in  other  types  of  assistance  cases.  Since  wherever  possible  the  emphasis  should 
be  on  restoring  the  worker  to  productive  activity,  it  would  be  unfortunate  to  have 
him  and  his  family  reduced  to  destitution  in  the  process,  thus  handicapping  him 
in  his  efforts  to  again  become  a  useful  member  of  society. 

The  States  already  have  the  vocational  rehabilitation  agencies  that  would  be 
essential  to  the  proper  functioning  of  the  program.  One  of  the  undesirable 
consequences  of  plans  which  pay  cash  disability  benefits  as  a  matter  of  right,  is 
that  they  tend  in  so  many  instances  to  cause  the  individual  person  to  resist  the 
process  of  rehabilitation.  When  State  agencies  handle  cases  on  the  basis  of  need, 
they  have  much  greater  authority  in  insisting  upon  rehabilitation. 

The  States  have  agencies  close  to  the  disabled  in  their  homes,  including  medical 
and  case-work  facilities  for  treating  individual  cases.  They  can  retrain  and  re¬ 
habilitate  many  disabled  persons,  find  work  for  them  and  render  such  financial 
assistance  as  befits  each  case.  Where  institutional  treatment  is  required,  State 
and  local  institutions  already  care  for  many  disabled,  and  this  service  would  be 
expanded  under  Ihe  proposed  program. 

In  such  a  State  plan  the  prime  emphasis  should  be  on  rehabilitation — medical 
and  vocational — rather  than  on  benefits.  Rehabilitation  should  be  undertaken 
wherever  there  is  any  indication  that  it  would  help  the  disabled  person,  and  cash 
assistance  should  be  conditioned  on  the  need  for  and  acceptance  of  rehabilitation 
measures.  Disabled  persons  should  be  well  instructed  as  to  the  superior  value 
and  importance  of  rehabilitation,  so  that  they  would  come  to  realize  that  the 
best  service  the  State  could  render  them  would  be  to  restore  their  capacity  for 
self-support,  if  only  in  part.  As  an  incentive  in  this  direction  there  should  be 
assurance  of  work  in  a  protected  labor  market  (sheltered  workshops)  for  those 
whom  rehabilitation  measures  cannot  fully  reequip  for  a  place  in  the  open  labor 
market,  or  while  they  are  undergoing  reconditioning. 

A  decentralized  system  of  this  kind  would  render  unnecessary  the  extensive 
organization  of  Nation-wide  facilities  under  Federal  control  to  provide  the 
medical,  technical,  and  nursing  staffs  required  to  handle  total-disability  cases. 
The  country  should  stop,  look,  and  listen  before  setting  up  a  far-flung  Federal 
bureaucracy  in  this  area  with  the  wide  discretionary  latitude  in  paying  benefits 
which  a  Federal  program  would  necessarily  entail. 

It  would  be  much  safer  to  have  the  system  handled  by  State  agencies.  Since 
the  local  taxpayers’  own  money  would  be  used  in  carrying  out  the  program  there 
would  be  an  incentive  to  administer  claims  properly  which  would  not  exist  if  the 
money  came  from  Washington  and  was  disnensed  by  Federal  agents.  Benefits 
could  not  be  considered  as  rights  which  had  been  paid  for.  Hence  doubtful  or 
fraudulent  claims  could  be  held  to  a  minimum. 

As  in  all  governmental  programs  there  would,  of  course,  be  the  possibility  of 
political  abuse  in  the  State  systems.  However,  it  would  probably  be  absent  in 
most  States.  Where  it  did  creep  in,  it  would  not  be  all  in  one  direction  as  it 
would  be  under  a  Federal  system  which  would  present  a  ready-made  instrument 
at  hand  for  any  party  which  might  desire  to  abuse  it.  Under  the  State  s3'stems, 
different  States  would  tend  to  cancel  each  other  out  politically. 
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The  State  systems  would  not  function  perfectly  from  the  start.  In  many 
instances  it  would  take  time  for  the  programs  to  be  developed  to  a  high  state  of 
efficiency.  However,  the  presence  of  Federal  grants-in-aid  and  the  setting  up  of 
standards  would  stimulate  the  process.  Furthermore,  the  substantial  enlarge¬ 
ment  of  benefits  for  the  aged  and  for  children  proposed  under  the  old-age  and 
survivors  insurance  system,  would  before  long  relieve  the  States  of  some  of  their 
financial  burdens  in  these  areas,  and  thus  release  funds  for  the  total  disability 
program. 

Total  disability  obviously  would  affect  a  worker’s  earning  record  under  the 
old-age  and  survivors  insurance  system.  It  should  therefore  be  provided  that 
the  State  authorities  would  certify  to  the  Social  Security  Administration  each 
quarter  during  which  an  individual  was  totally  disabled  and  receiving  benefits  or 
rehabilitation  under  the  State  system.  Then  in  computing  the  average  wage  for 
old-age  and  survivors  insurance  purposes,  the  numerator  of  the  fraction  would 
contain  no  wages  for  the  quarters  of  total  disability  and  the  same  quarters  would 
be  eliminated  from  the  denominator. 

CONCLUSION 

The  discussion  of  total  disability  leads  naturally  to  a  consideration  of  the 
proper  role  of  a  Federal  system  of  contributory  social  security  in  a  vast  country 
like  ours.  Among  the  first  tests  to  be  applied  is  the  degree  of  discretion  involved 
in  determining  the  eligibility  for  benefits.  In  old-age  and  survivors  insurance 
such  determination  is  largely  objective,  requiring  but  little  discretionary  decision. 
Total  disability  on  the  other  hand  involves  a  great  deal  of  subjective  consideration, 
both  on  the  part  of  the  individuals  concerned  and  of  those  who  administer  claims. 
Disability  claims  vary  greatly  as  to  types  and  circumstances  and  require  widely 
differing  methods  of  individual  treatment. 

Because  of  these  subjective  characteristics,  the  handling  of  total-disability  cases 
belongs  peculiarly  in  the  realm  of  the  individual  States  and  not  in  that  of  the 
Federal  bureaucracy.  Turning  over  to  the  Federal  Government  this  area  of 
individual  care  would  mean  further  encroachment  of  Washington  upon  State 
authority,  further  building  up  of  the  Federal  pay-roll  vote  and  of  the  potential 
opportunity  to  exert  Nation-wide  political  influence  in  the  handling  of  benefit 
payments.  The  fact,  as  previously  indicated,  that  the  Federal  plan  might  be 
set  up  originally  with  strict  conditions  as  to  eligibility  and  with  limited  benefits 
would  provide  little  if  any  ultimate  protection.  Once  on  the  statute  books, 
continuous  efforts  would  be  made  to  liberalize  the  eligibility  rules  and  raise  the 
benefit  levels  The  country  would  be  well  advised  not  to  start  on  this  seductive 
path  in  the  first  place. 

It  would  be  most  unfortunate  if,  because  of  budgetary  problems,  the  States 
should  be  persuaded  to  reject  a  properly  devised  total-disability-assistance  program 
involving  Federal  grants-in-aid.  A  system  of  this  kind  would  lead  to  tremendous 
improvement  in  the  State  systems  which  are  now  attempting  to  handle  disability 
cases  with  but  little  Federal  aid.  It  would  have  the  great  advantage  of  avoiding 
the  serious  and  perhaps  irrevocable  error  of  providing  total-disability  benefits 
to  individuals  as  a  matter  of  right  under  a  Federal  contributory  program. 


Appendix  B 

Paragraph  (2)  of  the  definition  of  “employed”  in  H.  R.  6000  was  re¬ 
written  in  accordance  with  the  suggestions  made  in  this  analysis. 

As  finally  drafted,  paragraph  (3)  referred  to  in  this  analysis  appears 
as  paragraph  (4)  in  H.  R.  6000  with  the  addition  of  a  new  factor 
(regularity  and  frequency  of  performance  of  the  service)  and  drafting 
perfections. 

ANALYSIS  OF  DEFINITION  OF  EMPLOYEE  IN  COMMITTEE  PPJNT 

(Prepared  for  the  Committee  on  Ways  and  Means  by  the  staff  of  the  Joint 
Committee  on  Internal  Revenue  Taxation  (July  22,  1949)) 

Summary 

The  definition  of  “employee”  as  tentatively  adopted  can  be  described  in  general 
as  follows: 

(a)  Paragraph  (1)  continues  the  present  inclusion  of  corporation  officers 
in  the  term  “employee”; 
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(6)  Paragraph  (2)  is  apparently  intended  to  include  as  an  “employee” 
any  individual  who  would  be  an  employee  under  the  common-law  control  test; 

(c)  Paragraph  (3)  in  general  is  intended  to  include  as  an  “employee”  any 
individual  who  would  be  an  employee  under  the  Supreme  Court  or  economic 
reality  test;  and 

(d)  A  limited  group  of  door-to-door  salesmen  is  excluded  specifically  by 
an  exception  to  the  proposed  definition  of  “employment”. 

We  have  attempted  in  this  memorandum  to  analyze  paragraphs  (2)  and  (3) 
of  the  definition  and  the  exception  referred  to  in  ( d )  above. 

PARAGRAPH  (2)  OF  THE  DEFINITION 

Paragraph  (2)  of  the  definition  includes  in  the  term  “employee” — 

“(2)  Anv  individual  who  in  the  performance  of  service  for  any  other  person  for 
remuneration  is  subject  to  direction  and  control  as  to  the  manner  and  means  of 
performing  such  service,  either  under  his  contract  of  service  or  in  fact;”. 

Thus,  the  control  element  of  the  common-law  test  is  isolated  and  made  deter¬ 
minative  of  the  existence  of  the  employer-employee  relationship  to  the  exclusion 
of  all  other  factors,  however  relevant  they  may  be.  The  result  is  a  test  which 
may  in  some  cases  be  narrower  and  may  in  some  cases  be  broader  than  that  of 
the  common  law.  While  the  factor  of  control  has  been  traditionally  the  most 
significant,  single  element  of  the  common-law  rule,  the  courts  in  its  application 
have  not  construed  the  rule  so  as  to  foreclose  consideration  of  all  other  elements 
of  the  service  relationship.  For  example,  among  the  significant  factors  which 
have  been  considered  by  the  courts,  in  addition  to  that  of  control,  as  being  indica¬ 
tive  of  an  employee  status  have  been  (a)  payment  of  a  fixed  salary  or  wage,1 
( b )  furnishing  of  materials  or  tools,2  (c)  working  full-time  for  one  person  or  busi¬ 
ness,3  and  (d)  furnishing  of  a  place  to  work.4  The  Treasury  regulations,  which 
were  continued  in  force  by  Public  Law  642,  stated,  after  setting  forth  the  control 
test: 

“The  right  to  discharge  is  also  an  important  factor  indicating  that  the  person 
possessing  that  right  is  an  employer.  Other  factors  characteristic  of  an  employer, 
but  not  necessarily  present  in  every  case,  are  the  furnishing  of  tools  and  the 
furnishing  of  a  place  to  work  to  the  individual  who  performs  the  services.” 

The  extent  to  which  paragraph  (2)  of  the  draft  would  limit  the  courts  and 
administrative  agencies  in  examining  such  other  elements  of  the  relationship 
cannot  be'  predicted,  but  the  proposed  provision  does  invite  the  danger  that  some 
individuals  who  are  employees  today  under  the  usual  common-law  rule  might 
not  be  employees  under  paragraph  (2)  where  the  sole  criterion  is  one  of  control. 
If  such  cases  were  to  arise,  the  status  of  the  individuals  affected  would  have  to  be 
redetermined  and  possibly  litigated. 

It  is  equally  true,  moreover,  that  this  paragraph,  by  making  control  the  sole 
criterion,  may  well  result  in  the  inclusion  within  the  term  “employee”  of  indi¬ 
viduals  who  are  not  employees  today  under  the  usual  common-law  rules.  Where 
there  is  control  over  the  individual  performing  the  services,  the  individual  would 
be  an  employee  under  paragraph  (2)  irrespective  of  the  effect  of  other  relevant 
factors.  This  result  is  in  accord  with  the  committee  decision  to  overrule  the 
Greyvan  case  ( Harrsion  v.  Greyvan  Lines,  Inc.,  331  U.  S.  704  (1947)).  In  that 
case  the  Supreme  Court  held  that  owner-operators  of  trucks  were  independent 
contractors  in  spite  of  the  considerable  control  exercised  over  them  by  the  tax¬ 
payer.  The  Court  found  the  substantial  investment  of  the  truckers  in  their 
facilities  for  work  to  be  controlling.  This  reasoning  was  based  upon  application 
of  the  so-called  economic  reality  test.  Under  paragraph  (2),  if  the  taxpayer  com¬ 
pany  exercises  considerable  control  over  the  drivers,  they  will  be  employees  in 
spite  of  their  ownership  of  their  own  trucks.  It  should  be  noted,  however,  that 
the  lower  court  in  the  Greyvan  case  reached  the  same  result  as  did  the  Supreme 
Court,  but  did  so  through  application  of  the  common-law  rules  and  not  through 
the  economic  reality  test.  The  circuit  court  of  appeals  found  that  elements  of 
control  were  present,  but  it  also  found  that  the  truckers  were  free  to  hire  and 
control  their  own  helpers.  This  fact  the  court  found  decisive  in  ruling  the 
truckers  to  be  independent  contractors  (156  F.  2d  412  (1946)).  Under  para¬ 
graph  (2),  the  court  would  be  precluded  from  considering  this  additional  factor, 
even  though  the  issue  of  control  alone  could  not  be  clearly  determined.  There¬ 
fore,  the  committee  should  recognize  that,  in  reaching  the  immediate  goal  of 
overruling  the  Supreme  Court  in  its  application  of  the  economic  reality  test  in 

1  Willard  Sugar  Co.  v.  Gentsch  (59  F.  Supp.  82  (1944));  Ridge  Country  Club  v.  United  States  (135  F.  2d  718 
(1943));  Your  Ice  Co.  v.  United  States  (57  F.  Supp.  830  (1944)). 

a  W.  D.  Lakie,  Inc.  v.  United  States  (70  F.  Supp.  665  (1946)). 

s  Willard  Sugar  Co.  v.  Gentsch,  supra. 

‘  Matcovich  v.  Anglim  (134  F.  2d  834  (1943));  Beckwith  v.  United  States  (67  F.  Supp.  902  (1946)). 
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all  situations  where  there  is  exercise  of  control,  it  has  gone  considerably  further 
and  may  have  also  overruled  the  courts  in  their  application  of  the  usual  common- 
law  rules. 

It  is  difficult  to  predict  the  long-run  implications  of  such  action.  For  example, 
there  may  be  a  danger  that  the  result  in  the  Crossett  Lumber  case  ( Crossett  Lumber 
Co.  v.  United  States,  79  F.  Supp.  20  (1948))  will  be  changed.  That  case  held, 
under  the  common-law  rules,  that  logging  contractors  were  not  employees.  The 
court,  after  giving  consideration  to  the  control  question,  also  gave  weight  in  its 
decision  to  the  fact  that  the  logging  contractors  concerned  hired  their  own  em¬ 
ployees  and  had  large  capital  investment  represented  by  trucks  and  cutting  equip¬ 
ment.  If  these  additional  factors  are  to  be  ignored  under  paragraph  (2),  then  this 
result  may  have  to  be  redetermined.  This  possibility  that  paragraph  (2)  may 
include  some  groups  as  employees  who  are  not  so  included  today  should  be  ap¬ 
proached  with  caution,  inasmuch  as  no  limitations  or  exceptions  have  been  made 
applicable  to  this  paragraph. 

A  second  criticism  of  the  wording  of  paragraph  (2)  arises  from  the  ambiguity  of 
the  words  “subject  to  direction  and  control.”  The  words  “subject  to”  may  be 
broader  than  either  the  existence  of  the  right  to  control  or  the  actual  exercise  of 
control.  The  words  “subject  to  direction  and  control”  could  be  construed  to 
include  a  situation  where  the  principal  does  not  have  a  right  to  control  under  the 
contract  and  has  never,  in  actual  fact,  exercised  control,  but  where  it  may  be 
argued  that  he  has  an  “economic  power”  to  control  because  of  superior  economic 
resources  and  superior  bargaining  power.  The  phrase  “subject  to  direction  and 
control”  appears  in  the  present  regulations,  but  in  such  a  way  as  to  indicate  that 
a  broad,  economic  power  interpretation  clearly  is  not  intended.  No  such  limi¬ 
tation  appears  in  the  proposed  draft. 

The  Bartels  case 

The  use  in  paragraph  (2)  of  the  phrase  “whether  under  his  contract  of  service 
or  in  fact”  is  intended  to  reverse  the  Bartels  decision.  In  that  case  the  Supreme 
Court  held  that  the  leaders  of  name  bands  were  in  fact  the  employers  of  the 
musicians  in  their  bands  in  spite  of  the  fact  that  the  entertainment  operators  who 
hired  the  bands  had  signed  contracts  which  set  forth  their  right  to  control  the 
musicians  in  the  bands.  Paragraph  (2),  on  the  other  hand,  would  require  the 
Bureau  of  Internal  Revenue  to  look  at  the  contract  without  reference  to  the 
actual  economic  facts  of  the  relationship  in  any  such  case. 

However,  there  is  a  technical  difficulty  in  using  the  phrase  “under  his  contract 
of  service  or  in  fact,”  because  under  that  provision  the  Treasury  could  proceed 
against  either  the  entertainment  operator  or  the  band  leader,  or  both,  in  the  Bartels 
type  of  situation,  inasmuch  as  both  appear  to  be  employers  within  the  wording  of 
paragraph  (2),  the  entertainment  operator  being  an  employer  under  the  contract 
and  the  band  leader  being  an  employer  in  fact.  It  may  be  safe  to  assume  that 
the  Treasury  would  proceed  only  against  the  entertainment  operator,  but  under 
the  wording  of  paragraph  (2)  the  band  leader  would  have  to  rely  at  his  own  risk 
on  the  hope  that  the  Bureau  would  not  proceed  against  him. 

Recommended  change  in  paragraph  (2) 

In  concluding  this  discussion  of  paragraph  (2),  it  is  suggested  that  the  following 
draft  be  adopted  in  order  to  remove  the  ambiguities  of  wording  inherent  in  the 
present  draft,  in  order  to  eliminate  the  uncertainty  of  result  in  requiring  control 
to  be  the  sole  operative  element  of  the  common-law  rule,  and,  finally,  in  order  to 
insure  that  the  status  of  individuals  now  covered  iinder  that  rule  need  not  be 
redetermined : 

“(2)  Any  individual  who,  under  the  usual  common-law  rules  applicable  in 
determining  the  employer-employee  relationship,  has  the  status  of  an  employee, 
an  express  provision  in  the  contract  of  service  that  such  status  exists  to  be  con¬ 
clusive  of  the  existence  of  such  status  in  every  case  where  the  service  performed 
under  that  contract  constitutes  employment  as  defined  in  section  1426  (b);” 

Paragraph  (S)  of  the  definition 

Paragraph  (3)  is  phrased  as  follows: 

“(3)  Any  individual  who  in  the  performance  of  service  for  any  other  person 
for  remuneration  is  not  engaged  in  an  independently  established  trade,  business, 
or  profession  of  the  same  nature  as  that  involved  in  the  contract  of  service,  as 
determined  from  the  combined  effect  of:  (A)  Degree  of  control  over  the  individ¬ 
ual,  (B)  permanency  of  the  relationship,  (C)  integration  of  the  individual’s  work 
in  the  business  to  which  he  renders  service,  (D)  skill  required  of  the  individual, 
(E)  investment  by  the  individual  in  facilities  for  work,  and  (F)  opportunities  of 
the  individual  for  profit  or  loss.” 
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A  major  objection  to  this  draft  is  that  individuals  could  be  treated  as  employees 
regardless  of  the  circumstances  surrounding  the  particular  service  relationship  in 
question.  For  example,  if  X,  an  independent  retail  merchant,  contracts  to  build 
a  house  for  Y,  X  is  automatically  an  employee  of  Y  by  virtue  of  this  paragraph, 
simply  because  X  is  prima  facie  not  engaged  in  an  independently  established 
business  of  the  same  nature  as  that  involved  in  the  contract  of  service,  in  this 
case  that  of  building  houses.  X  would  be  an  employee  even  though  all  six  of  the 
factors  listed  in  paragraph  (3)  might  show  him  to  be  an  independent  contractor 
if  the3T  were  applied  to  the  particular  job  of  building  the  house  for  Y. 

Under  the  Supreme  Court  cases  and  under  the  Treasury  regulations  proposed 
last  year,  the  six  factors  were  to  be  applied  to  a  particular  service  relationship  in 
order  to  determine  whether  or  not  an  employee  status  existed  in  respect  to  that 
relationship.  In  paragraph  (3),  however,  the  issue  is  not  the  particular  service 
relationship,  but  whether  or  not  the  individual  has  an  independently  established 
business  of  the  same  nature  as  that  involved  in  that  relationship.  Several  of  the 
factors  become  quite  ambiguous  when  applied  to  this  question.  For  example, 
factor  (B),  “permanency  of  the  relationship,”  had  reference  in  the  proposed  regu¬ 
lations  and  in  the  Supreme  Court  decisions  to  the  particular  job  in  question,  but, 
as  used  in  paragraph  (3),  it  is  impossible  to  tell  what  relationship  is  referred  to. 

Paragraph  (3)  is  phrased  in  such  a  manner  that  those  engaged  in  independ¬ 
ently  established  businesses  are  an  exception  from  its  terms.  Since  an  exemption 
is  to  be  construed  narrowly  under  the  accepted  rules  of  statutory  construction, 
any  uncertainty  remaining  after  application  of  the  six  factors  in  paragraph  (3) 
would  be  resolved  in  favor  of  the  conclusion  that  the  individual  is  an  employee. 
This  rule  that  exemptions  are  to  be  narrowly  construed  is  illustrated  by  the  case  of 
Phillips  Co.  v.  Walling  (324  U.  S.  490  (1945)),  where  the  Supreme  Court,  in 
construing  an  exemption  from  the  wage-and-hour  provisions  of  the  Fair  Labor 
Standards  Act,  stated,  “Any  exemption  from  such  humanitarian  and  remedial 
legislation  must  therefore  be  narrowly  construed,  giving  due  regard  to  the  plain 
meaning  of  statutory  language  and  the  intent  of  Congress.  To  extend  an  exemp¬ 
tion  to  others  than  those  plainly  and  unmistakably  within  its  terms  and  spirit  is 
to  abuse  the  interpretative  process  and  to  frustrate  the  announced  will  of  the 
people.”  This  rule  of  construction  applied  to  paragraph  (3)  would  make  every¬ 
one  an  employee  who  is  not  “plainly  and  unmistakably”  within  the  terms  of  the 
exemption  for  those  engaged  in  independently  established  businesses. 

In  view  of  the  rule  of  interpretation  laid  down  in  the  Walling  case,  the  phrase 
“as  determined  by  the  combined  effect  of”  in  paragraph  (3)  may  be  construed  to 
mean  that  all  six  of  the  factors  must  indicate  the  existence  of  an  independently 
established  business.  Where  some  of  the  factors  might  point  toward  an  employee 
status  the  individual  concerned  would  not  be  “plainly  and  unmistakably”  engaged 
in  an  independently  established  business.  Where  any  doubt  exists,  under  the 
Walling  case  the  individual  would  have  to  be  ruled  to  be  an  employee.  For 
example,  application  of  the  six  factors  to  an  automobile  dealer  results  in  a  major¬ 
ity  of  these  factors  pointing  toward  an  employee  status,  so  it  could  certainly  not 
be  said  by  an  application  of  these  factors  that  he  was  “clearly  and  unmistakably” 
in  an  independently  established  business. 

Another  peculiar  consequence  in  paragraph  (3)  of  copying  the  six  factors  from 
the  proposed  regulations  without  changing  the  way  in  which  they  are  phrased  is 
that  it  would  appear  from  the  wording  of  paragraph  (3)  that  control,  permanency, 
integration,  skill,  investment,  and  opportunities  for  profit  and  loss  all  point  toward 
the  conclusion  that  the  individual  is  an  employee.  In  fact,  the  intention  is  that 
three  of  the  factors,  skill,  investment,  and  opportunities  for  profit  and  loss,  shall 
point  toward  the  opposite  conclusion — that  the  individual  is  engaged  in  an  inde¬ 
pendently  established  business. 

If  it  is  the  desire  of  the  committee  to  spell  out  the  six  factors  of  the  economic 
dependency  test  in  the  definition  and  to  include  as  employees  all  individuals  which 
that  test  would  include,  many  of  the  ambiguities  in  the  present  phrasing  of  the 
definition  can  be  eliminated  by  changing  paragraph  (3)  to  the  following: 

“(3)  any  individual  who  is  not  an  employee  under  paragraphs  (1)  or  (2)  of  this 
subsection  but  who,  in  the  performance  of  service  for  any  other  person  for  re¬ 
muneration,  has  the  status  of  an  employee,  as  determined  by  the  combined 
etfect  of  (A)  control  over  the  individual,  (B)  permanency  of  the  relationship, 
(C)  integration  of  the  individual’s  work  in  the  business  to  which  he  renders 
service,  (D)  lack  of  skill  required  of  the  individual,  (E)  lack  of  investment  by 
the  individual  in  facilities  for  work,  and  (F)  lack  of  opportunities  for  the  individual 
for  profit  or  loss,  except  that  an  employer-employee  relationship  shall  not  be 
deemed  to  exist  for  the  purposes  of  this  paragraph  where  such  an  individual  is 
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engaged  in  an  independently  established  business  of  the  same  nature  as  that 
involved  in  the  contract  of  service.” 

This  draft  would  not,  however,  cure  many  of  the  fundamental  defects  in  paragraph 
(3)  which  are  described  in  this  memorandum. 

Interpretation  of  the  six  factors  in  paragraph  ( 8 ) 

Probably  the  best  indication  of  the  administrative  interpretation  which  will  be 
placed  on  the  six  factors  listed  in  paragraph  (3)  is  the  discussion  of  them  which  is 
found  in  the  proposed  regulations  which  were  issued  by  the  Treasury  after  the 
Silk  and  Greyvan  cases  and  before  enactment  of  House  Joint  Resolution  296. 

Control 

It  is  clear  from  the  proposed  regulations  that  “degree  of  control”  is  not  meant 
to  be  limited  to  control  of  the  type  ordinarily  associated  with  the  usual  common- 
law  definition  of  employee.  The  proposed  regulations  stated  that  “control” 
as  an  indication  of  economic  dependency  included,  in  addition  to  the  exercise  of 
control  and  the  right  to  control,  the  “power”  to  control.  This  latter  is  an  ex¬ 
tremely  broad  concept  of  the  word  “control,”  since  a  power  to  control  might  be 
inferred  from  the  economic  strength  or  weakness  of  the  parties  even  though  the 
contract  of  service  contains  no  right  to  control  and  no  control  is,  in  fact,  ever 
exercised. 

Permanency 

Permanency  of  the  relationship  is  supposed  to  indicate  that  the  individual  is 
an  employee.  By  “permanency”  is  meant  continuity  of  the  relationship.  It  is 
cleai  from  the  proposed  regulations  that  permanency  may  exist  even  though  the 
service  is  part  time  or  occasional,  so  it  is  likely  that  permanency  would  be  inferred 
even  in  a  relationship  where  services  are  performed  as  a  series  of  isolated,  inter¬ 
mittent  acts  on  a  part-time  basis. 

Integration 

The  integration  factor  is  perhaps  the  most  general  and  inclusive  of  the  elements 
listed  in  paragraph  (3)  of  the  definition.  In  describing  integration  in  the  business 
of  the  person  served  the  proposed  regulations  stated  that  it  might  be  established 
from  the  fact  that  services,  even  though  not  essential,  are  performed  “in  the  course 
of  such  business,”  or  from  the  fact  that  the  services  affect  the  good  will  of  the  busi¬ 
ness,  are  carried  out  under  license  of  the  business,  are  carried  out  on  the  business7 
premises,  or  are  carried  out  with  tools  or  equipment  furnished  by  the  business. 

As  interpreted  by  the  proposed  regulations,  the  integration  factor  itself  involved 
virtually  as  many  problems  as  the  basic  question  of  whether  or  not  the  individual 
is  an  employee.  In  fact  the  proposed  regulations  tended  to  show  that  the  integra¬ 
tion  problem  could  not  be  solved  until  it  was  first  determined  whether  or  not  the 
individual  in  question  was  an  employee  of  the  business. 

Skill 

The  factor  of  skill  is  of  extremely  limited  value  in  determining  the  existence  of 
an  independently  established  business.  There  are  innumerable  examples  of  skilled 
employees  and  unskilled  independent  businessmen,  but  the  factor  of  skill,  as  used 
in  paragraph  (3)  of  the  definition,  is  meant  to  point  toward  existence  of  an  inde¬ 
pendently  established  business.  As  interpreted  by  the  proposed  regulations,  the 
skill  factor  was  unique  in  that  the  absence  of  skill  was  a  more  important  factor  than 
the  presence  of  skill,  i.  e.:  “usually  the  absence  of  skill  points  more  clearly  toward 
an  employer-employee  relationship  than  the  presence  of  skill  points  toward  an 
independent  contractor  relationship.” 

Investment 

The  proposed  regulations  listed  as  elements  in  evaluating  the  importance  of 
investment  by  an  individual  its  “reality,”  its  “essentiality,”  and  its  “adequacy.” 
“Adequacy”  was  explained  as  meaning  that  the  individual’s  investment  must  be 
sufficient  for  him  to  perform  the  services  in  question  independently  of  the  facilities 
of  others.  “Reality”  was  explained  as  meaning  that  little  weight  would  be  given 
to  investment  by  an  individual  in  equipment  which  he  purchased  on  time  from  the 
person  for  whom  the  services  are  performed  where  the  individual’s  equity  in  the 
equipment  was  small.  “Essentiality”  apparently  meant  that  the  investment  must 
be  essential  to  the  services.  An  example  of  the  way  in  which  the  essentiality  re¬ 
quirement  would  be  applied  is  shown  by  the  statement  of  a  Treasury  representa¬ 
tive  before  the  Finance  Committee  last  year  regarding  the  investment  by  a  sales¬ 
man  in  an  automobile: 
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“I  think  the  truck  is  much  more  an  essential  part  of  the  business  of  the  trucker 
than  the  automobile  to  the  salesman.  Many  salesmen  may  operate  without  an 
automobile.  In  fact,  it  is  probably  not  required.”  No  indication  was  given  in 
the  proposed  regulations  as  to  the  size  an  investment  would  have  to  reach  in  order 
to  be  considered  significant. 

Opportunities  for  profit  or  loss 

As  the  factor  of  opportunities  for  profit  or  loss  was  interpreted  by  the  proposed 
regulations,  it  was  little  more  than  a  repetition  of  the  investment  factor.  The 
proposed  regulations  stated,  “  ‘Profit  or  loss’  generally  implies  the  use  of  capital. 
*  *  *”  And  it  was  stated  that  mere  opportunity  for  higher  earnings  does  not 

imply  profit  or  loss  “without  capital  as  a  material  income-producing  element.” 
If  utilization  of  capital  is  essential  to  the  existence  of  the  profit  or  loss  factor,  then 
it  would  generally  be  operative  only  where  the  investment  factor  had  already  been 
shown. 

Application  of  the  six  factors 

In  most  doubtful  situations  some  of  the  six  factors  will  point  each  way,  and  under 
paragraph  (3)  it  would  be  impossible  to  forecast  which  factors  would  be  controlling 
when  they  conflict.  In  practice  it  is  likely  that  such  conflicts  would  be  resolved 
by  the  tax  administrators  through  an  intuitive  approach,  based  on  a  sort  of  a 
“feeling”  or  intuition  as  to  the  correct  result — an  approach  that  is  contrary  to  the 
principle  of  certainty  in  tax  statutes. 

Under  paragraph  (3)  there  would  be  no  guide  or  standard  by  which  the  six 
factors  could  be  applied.  In  the  Silk  and  Greyvan  cases  the  Supreme  Court  used 
as  a  guide  what  it  judged  to  be  the  purpose  of  the  act — broad  social-security  cover¬ 
age.  However,  if  old-age  and  survivors  insurance  is  provided  for  the  self-employed 
broad  coverage  will  be  accomplished  without  extensions  of  the  definition  of  em¬ 
ployee,  so  this  standard  would  no  longer  be  of  use  in  applying  the  economic 
dependency  test.  Coverage  for  the  self-employed  would  reduce  the  problem  of 
defining  employee  to  a  problem  of  defining  tax  liability,  but,  under  paragraph  (3), 
the  courts  and  the  administrators  would  be  precluded  from  considering  the  practi¬ 
cal  aspects  of  determining  the  amount  of  compensation  and  withholding  OASI 
taxes  from  it  in  doubtful  cases. 

In  laying  down  the  economic  dependency  test  both  the  Supreme  Court  and  the 
proposed  Treasury  regulations  left  the  door  open  for  the  development  of  new 
factors  in  future  cases.  However,  it  was  pointed  out  that  the  scope  of  the  defini¬ 
tion  could  never  be  predicted  as  long  as  new  factors  could  be  added  without  notice, 
so  paragraph  (3)  of  the  definition  limited  consideration  to  six  specified  factors. 
It  was  anticipated  that  this  would  avoid  uncertain  tax  consequences,  but  this 
may  prove  to  be  a  handicap  to  the  taxpayer  in  many  cases.  For  example,  the 
fact  that  an  individual  is  free  to  hire  helpers  in  performing  the  services  contracted 
for  deserves  to  be  treated  as  a  factor  indicating  an  independent  contractor  status. 
Other  factors  which  should  be  given  independent  consideration  and  weighed  along 
with  the  six  factors  listed  in  paragraph  (3)  include  the  form  or  method  of  com¬ 
pensation,  the  fact  that  the  services  are  performed  on  a  part-time  basis,  the  fact 
that  similar  services  are  performed  for  competitors,  the  fact  that  similar  services 
are  offered  to  the  public  at  large,  the  fact  that  the  individual  exercises  individual 
judgment  or  initiative  in  performing  the  services,  and  the  fact  that  the  relation¬ 
ship  is  consistent  with  the  customs  and  usage  of  the  business  and  is  not  merely  a 
tax-avoidance  scheme.  If  it  is  argued  that  these  factors  and  others  are  covered  by 
the  six  factors  already  listed  in  paragraph  (3),  then  it  is  clear  that  paragraph  (3) 
has  failed  to  give  certainty  of  scope  to  the  economic  dependency  test  and  that  the 
six  factors  are  themselves  so  broad  that  there  is  no  foreseeable  limit  to  the  factors 
which  may  be  introduced  under  paragraph  (3) . 

EXCEPTION  TO  THE  DEFINITION 

Paragraph  (18)  of  the  definition  of  employment  contains  a  specific,  narrowly 
defined  exception  to  the  definition  of  employee: 

“(18)  Service  performed  by  an  individual  in  the  sale  or  distribution  of  goods  or 
commodities  for  another  person,  off  the  premises  of  such  person,  under  an  arrange¬ 
ment  whereby  such  individual  receives  his  entire  remuneration  (other  than  prizes) 
for  such  service  directly  from  the  purchasers  of  such  goods  or  commodities,  if  such 
person  makes  no  provision  (other  than  by  correspondence)  with  respect  to  the 
training  of  such  individual  for  the  performance  of  such  service  and  imposes  no  re¬ 
quirement  upon  such  individual  with  respect  to  (A)  the  fitness  of  such  individual 
to  perform  such  service,  (B)  the  geographical  area  in  which  such  service  is  to  be 
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performed,  (C)  the  volume  of  goods  or  commodities  to  be  sold  or  distributed,  or 
(D)  the  selection  or  solicitation  of  customers.” 

This  exception  is  designed  to  exclude  house-to-house  salesmen  who  are  hired  in¬ 
discriminately  in  large  numbers  and  are  compensated  out  of  the  amounts  they 
receive  from  their  customers.  Any  control  over  these  salesmen,  regardless  of  its 
degree,  with  regard  to  either  their  fitness,  their  territories,  the  amount  of  service 
to  be  performed,  the  selection  of  customers,  or  the  method  of  soliciting  customers 
would  violate  the  terms  of  this  exception  and,  presumably,  mean  that  the  sales¬ 
men  would  be  treated  as  employees.  The  Federal  Security  Agency  has  indicated 
that  only  about  60,000  of  the  estimated  1,000,000  house-to-house  salesmen  would 
be  covered  as  employees  under  the  Supreme  Court  test,  but  it  is  extremely  doubt¬ 
ful  that  940,000  of  these  salesmen  would  meet  the  terms  of  the  narrow  exemption 
contained  in  paragraph  (18)  of  the  definition  of  employment. 

Under  the  accepted  rules  of  statutory  construction  by  which  the  existence  of  an 
exception  serves  to  exclude  the  implication  of  other  exceptions,  the  narrow  excep¬ 
tion  for  outside  salesmen  implies  that  all  other  outside  salesmen  are  to  be  treated 
as  employees.  Since  the  exception  is  phrased  in  terms  of  “sale  or  distribution 
*  *  *  off  the  premises,”  it  concerns  the  whole  field  of  outside  salesmen, 

although  it  is  improbable  that  anyone  other  than  house-to-house  salesmen  could 
meet  the  terms  of  the  exception.  As  a  result,  the  exception  carries  an  implication, 
not  merely  that  all  house-to-house  salesmen  who  fail  to  meet  its  terms  are  em¬ 
ployees,  but  also  that  all  others  who  sell  goods  but  who  fail  to  meet  its  terms  are 
employees. 

Conclusion 

This  memorandum  contains  a  tentative  revision  of  paragraph  (3)  of  the  defini¬ 
tion  which  would  remove  many  of  the  technical  difficulties  in  the  present  phrasing 
of  that  paragraph.  Even  if  paragraph  (3)  were  adopted  in  this  revised  form, 
however,  the  principal  objections  to  it  would  still  remain.  It  is  the  opinion  of  the 
staff  that  paragraph  (3)  of  the  definition  adopts  a  method  of  extending  the 
definition  of  employee  which  is  basically  undesirable  because  it  is  too  uncertain 
in  its  scope  and  because  it  will  extend  the  definition  of  employee  to  include  groups 
for  whom  it  would  be  impractical,  if  not  impossible,  to  demand  an  accounting  for 
remuneration  or  tax  withholding  from  it. 

Assurances  by  present  administrators  of  the  voluntary  limits  which  they  will 
place  on  interpretation  of  the  broad  provisions  of  paragraph  (3)  will  not  be  binding 
for  the  future,  and  the  Federal  Security  Agency  and  the  Treasury  will  not  be  in  a 
position  to  limit  the  scope  of  paragraph  (3)  if  the  courts  decide  to  place  a  wider 
interpretation  on  it.  The  issue  could  be  litigated,  in  spite  of  the  attitude  of  the 
administrative  agencies,  by  individuals  suing  for  benefits  or  for  establishment  of 
wage  credits  or  to  avoid  a  tax  on  the  self-employed. 

Even  if  paragraph  (3)  is  construed  as  being  no  broader  than  the  economic- 
dependency  test  outlined  in  the  proposed  regulations  published  to  interpret  the 
Silk  and  Grey  van  cases,  its  scope  would  be  virtually  unknown.  The  Federal 
Security  Agency  states  as  its  present  opinion  that  the  economic-dependency  test 
would  extend  the  definition  of  employee  to  include  the  following  groups  who  are 
considered  independent  contractors  under  the  common  law: 

Outside  salesmen  in  manufacturing  and  wholesale  trades 

Lessee  taxicab  operators _ _ 

Full-time  life-insurance  salesmen _ 

House-to-house  salesmen _ ! _ 

Industrial  home  workers _ 

Entertainers _ 

Contract  loggers _ 

Mine  lessees _ 

Journeymen  tailors _ 

Subcontractors,  building  repairs  and  alterations _ 

Contract  filling-station  operators _ 

1  Number  unknown. 

It  is  highly  probable  that  the  economic-dependency  test  would  also  extend  the 
definition  of  employee  to  include  the  following: 

Neighborhood  newspaper  correspondents; 

Part-time  life-insurance  salesmen  and  at  least  some  fire,  theft,  and  casualty 
insurance  salesmen ; 

Real-estate  salesmen  on  a  commission  basis,  either  full  time  or  part  time; 

Bulk-oil  distributors; 
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Gasoline-station  operators; 

Subscription  agents  for  periodicals. 

Examples  of  application  of  the  six  factors  of  the  economic-dependency  test  to 
some  of  the  more  important  groups  of  individuals  who  are  independent  con¬ 
tractors  under  the  common  law  are  contained  in  appendix  A. 

APPENDIX  A 

Application  of  the  Definition  to  Specific  Situations 

The  implications  of  the  general  language  of  the  definition  can  be  clarified 
somewhat  by  application  of  the  definition,  particularly  paragraph  (3),  to  typical 
situations  which  are  beyond  the  scope  of  the  usual  common-law  definition  of 
employee.  The  service  relationships  described  here  are  based  primarily  on 
testimony  from  the  Ways  and  Means  Committee  hearings  on  H.  R.  2893  and 
from  the  Finance  Committee  hearings  on  House  Joint  Resolution  296  in  1948. 

l.  life-insurance  salesmen 

(a)  Full-time  life-insurance  agents  in  company  offices 

A  typical  service  relationship  in  the  life-insurance  field  is  that  of  the  full-time 
agent  who  solicits  applications  primarily  for  one  company  and  is  compensated 
solely  on  a  commission  basis.  He  is  not  controlled  as  to  the  details  and  means 
by  which  he  solicits  insurance  and  is  not  required  to  devote  a  specified  number  of 
hours  to  the  work,  but  it  is  presumed  that  this  work  will  be  his  principal  activity. 
The  applications  he  obtains  are  subject  to  approval  by  the  insurance  company. 
He  occupies  office  space  provided  by  the  company,  and  the  company  may  provide 
him  with  stenographic  assistance,  telephone  facilities,  forms,  ratebooks,  and 
advertising  facilities.  Such  an  agent  may  deal  directly  with  the  insurance 
company,  or  he  may  deal  with  a  general  agent  of  the  insurance  company.  He 
may  have  the  privilege  of  offering  insurance  applications  to  other  companies  in 
the  event  that  his  company  or  general  agent  declines  to  insure  the  prospect. 

Most  of  the  factors  listed  in  paragraph  (3)  of  the  definition,  when  applied  to 
such  an  agent,  would  indicate  that  he  is  an  employee  of  either  the  insurance 
company  or  the  insurance  company’s  general  agent.  Although  he  is  not  subject 
to  sufficient  control  over  the  details  and  means  of  his  work  to  fall  within  the 
common-law  concept  of  an  employee,  he  is  controlled  in  some  degree.  He  meets 
the  test  of  permanency  of  the  relationship  since  his  arrangement  with  the  company 
or  general  agent  contemplates  a  continuing  relationship.  He  is  clearly  integrated 
in  the  business  of  the  insurance  company  and  also  in  the  business  of  the  general 
agent,  if  he  deals  with  a  general  agent,  since  the  soliciting  of  insurance  contracts 
is  an  integral  part  of  the  insurance  business.  A  considerable  degree  of  skill  may 
be  employed  by  the  agent  in  soliciting  insurance  contracts,  and  this  might 
point  toward  his  being  engaged  in  an  independently  established  business,  but  the 
regulations  proposed  by  the  Treasury  last  year  state  that  “usually  the  absence  of 
skill  points  more  clearly  toward  an  employer-employee  relationship  than  the 
presence  of  skill  points  toward  an  independent  contractor  relationship.”  In  the 
situation  described  above,  the  agent  would  have  no  appreciable  investment  in 
facilities  for  work  with  a  possible  exception  of  his  automobile,  and  testimony  of 
Treasury  officials  indicates  that  ownership  of  an  automobile  by  a  salesman  is  to 
be  given  little  or  no  weight  in  considering  the  investment  factor.  Since  the  agent 
does  not  sustain  his  own  office  overhead,  he  has  little  opportunity  for  loss  but,  of 
course,  opportunity  for  profit  is  virtually  unlimited  and  is  dependent  almost 
completely  on  his  own  ability  and  energy. 

( b )  Full-time  life-insurance  agents  in  independent  offices 

Another  type  of  life-insurance  agent  is  the  agent  who  works  full  time,  primarily 
for  one  company,  and  is  compensated  on  a  commission  basis,  but  who  maintains 
his  own  office,  paying  his  own  rent,  telephone,  and  stenographic  expenses. 

This  agent  is  also  subject  to  a  certain  degree  of  control.  In  terms  of  his  con¬ 
tract,  he  may  be  subject  to  the  same  control  as  the  agent  who  works  in  a  company 
office,  but  as  a  practical  matter  it  is  unlikely  that  the  same  degree  of  supervision 
is  exercised  over  him.  His  arrangement  with  the  life-insurance  company  or 
general  agent  contemplates  the  same  permanency  of  the  relationship  as  the 
arrangement  of  a  life-insurance  agent  in  a  company  office,  and  he  is  equally 
integrated  in  the  work  of  the  insurance  company  to  which  he  renders  service.  His 
skill  is  no  greater  or  less  than  that  of  the  agent  who  operates  out  of  a  company 
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office.  He  may  have  a  slightly  greater  investment  in  the  facilities  for  work  if  he 
owns  his  own  office  furniture.  It  is  probable  that  he  rents  his  office,  and  it  is  not 
clear  whether  the  investment  factor  is  meant  to  include  overhead  expenses  such 
as  rent  and  wages  or  merely  to  apply  to  capital  investment.  This  agent  has 
somewhat  more  opportunity  for  loss  than  the  agent  who  operates  out  of  a  company 
office,  since  his  commissions  may  fail  to  cover  his  overhead  expenses.  His 
opportunities  for  profit  are  the  same. 

(c)  Part-time  life-insurance  agents 

A  fairly  typical  situation  in  the  life-insurance  field  is  the  agent  who  works  only 
part  time  and  is  compensated  solely  on  a  commission  basis.  He  may  sell  life 
insurance  as  an  adjunct  to  an  independently  established  business  in  another  field 
such  as  the  real-estate  business,  or  he  may  sell  life  insurance  as  an  adjunct  to  his 
activities  as  an  employee,  such  as  the  bank  employee  who  sells  life  insurance  to  the 
bank’s  customers  as  a  side  line.  Possibly  the  part-time  life-insurance  agent  is 
engaged  primarily  in  a  non-money-making  activity  such  as  attending  school.  In 
the  latter  case,  he  may  operate  out  of  a  company  office  and  utilize  facilities 
furnished  by  the  company. 

The  six  factors  listed  in  paragraph  (3)  do  not  provide  a  basis  for  distinguishing 
part-time  life-insurance  agents  from  full-time  life-insurance  agents.  Both  are 
subject  to  the  same  degree  of  control.  There  is  permanency  in  the  relationship 
in  both  cases,  since  the  part-time  agent  may  continue  to  sell  insurance  for  the 
company  over  a  long  period  of  time.  In  the  case  of  some  insurance  companies, 
it  might  be  argued  that  solicitation  by  part-time  agents  is  not  such  an  integral 
part  of  the  company’s  business,  since  they  depend  primarily  upon  full-time  agents, 
but  the  act  of  soliciting  insurance  is  certainly  an  integral  part  of  the  company’s 
business,  and  in  the  case  of  at  least  one  large  life-insurance  company  it  is  under¬ 
stood  that  its  system  of  soliciting  insurance  is  based  primarily  on  part-time  agents 
who  are  engaged  primarily  in  other  types  of  work.  The  skill  required  of  the  agent 
is  the  same,  regardless  of  whether  he  works  full  time  or  part  time.  The  agent  has 
little  or  no  investment  in  facilities  for  work  in  either  case,  if  investment  in  his 
automobile  is  excluded.  The  part-time  agent  probably  has  less  opportunity  for 
loss  through  failure  to  meet  overhead  than  the  full-time  agent  who  maintains  his 
own  office,  but  is  in  the  same  position  in  this  respect  as  the  full-time  agent  who 
operates  out  of  the  company  office.  All  of  the  agents  are  alike  in  that  their  oppor¬ 
tunity  for  profit  is  dependent  on  their  own  ability  and  energy. 

(d)  Agents  who  sell  both  life  insurance  and  fire  and  casualty  insurance 

At  least  one  major  insurance  company  contracts  with  its  agents  to  solicit  both 
life  insurance  and  fire  and  casualty  insurance.  In  other  respects  the  company’s 
relationship  is  similar  to  that  in  the  three  typical  situations  described  above. 

In  terms  of  permanency  of  the  relationship,  integration,  skill,  investment,  and 
opportunities  for  profit  and  loss,  the  situation  of  this  agent  does  not  differ  because 
he  solicits  fire  and  casualty  contracts  as  well  as  life-insurance  contracts  for  his 
company.  There  is  apparently  considerably  less  control  exercised  by  the  ordinary 
fire  and  casualty  insurance  companies  over  agents  who  engage  full  time  in  the 
fire  and  casualty  field  than  there  is  over  agents  who  engage  full  time  in  the  life- 
insurance  field.  It  would  probably  require  a  subjective  analysis  of  the  attitude 
of  both  the  company  and  its  agents  to  determine  whether  a  company  which  sells 
both  life  insurance  and  fire  and  casualty  insurance  treats  the  agents  as  though 
they  were  life-insurance  salesmen  or  as  though  they  were  fire  and  casualty 
salesmen. 

2.  OUTSIDE  SALESMEN  IN  THE  MANUFACTURING  AND  WHOLESALE  TRADE 

The  outside  wholesale  salesmen  who  are  not  treated  as  employees  under  the 
usual  common-law  rules  are  the  city  and  traveling  salesmen  who  sell  at  wholesale 
to  retaileis,  operate  off  the  company’s  premises,  and  are  compensated  on  a  com¬ 
mission  basis.  These  salesmen  are  ordinarily  assigned  to  specific  territories,  are 
required  to  sell  merchandise  at  the  price  set  by  the  company,  and  their  relation¬ 
ship  with  the  company  may  be  terminated  at  short  notice.  The  company  reserves 
the  right  to  accept  or  reject  orders  sent  in  by  the  salesmen.  The  company  fills 
the  salesmen’s  orders  by  shipping  directly  to  the  customers  and  billing  the  cus¬ 
tomers  directly.  The  salesmen  receive  their  compensation  from  the  company. 
The  salesmen  are  not  controlled  as  to  the  details  and  means  by  which  they  cover 
their  territories,  but  in  the  ordinary  case  they  are  expected  to  call  on  regular 
customers  with  a  fair  degree  of  regularity,  and  if  their  sales  fail  to  meet  the  expec- 
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tations  of  the  company  they  may  expect  the  relationship  to  be  terminated.  These 
salesmen  may  in  some  cases  be  required  to  make  periodic  reports  to  the  company 
on  their  activities,  and  they  may  be  required  to  attend  sales  meetings  and  to 
report  at  the  company’s  offices  periodically. 

Salesmen  of  the  type  described  above  are  subject  to  a  considerable  degree  of 
control,  although  it  may  not  be  sufficient  to  meet  the  usual  common-law  rules. 
Permanency  of  the  relationship  is  contemplated  and  in  the  ordinary  case  it  may  be 
assumed  that  they  are  closely  integrated  in  the  business  of  the  company  they 
serve.  In  some  cases,  however,  it  is  possible  that  the  salesmen  are  not  integrated 
in  the  business  of  the  company  if  the  company  sells  primarily  by  mail  or  through 
its  own  retail  outlets  and  merely  supplements  this  principal  activity  by  contracting 
with  one  or  two  wholesale  salesmen.  In  such  an  instance  the  relationship  of  the 
salesman  to  the  company  might  be  exactly  the  same  as  the  relationship  of  a  sales¬ 
man  to  a  company  which  depended  primarily  on  wholesale  salesmen,  but  from  the 
point  of  view  of  the  company  the  integration  of  the  salesman’s  work  might  be 
far  less  complete.  A  considerable  degree  of  skill  in  the  art  of  salesmanship  is 
required  of  wholesale  salesmen,  which  would  tend  to  point  to  the  conclusion  that 
they  are  engaged  in  independently  established  businesses.  The  salesman  is  un¬ 
likely  to  have  investment  in  the  facilities  for  work,  other  than  an  automobile. 
The  salesman  has  little  opportunity  for  loss  unless  the  overhead  expenses  on  his 
automobile  exceed  his  commissions.  He  has  a  considerable  opportunity  for  profit 
in  the  short  run,  although  the  company  may  limit  his  opportunity  for  profit  by 
reassigning  territories,  raising  prices,  or  lowering  commissions  if  the  salesman’s 
profits  appear  to  be  disproportionately  high. 

3.  HOUSE-TO-HOUSE  SALESMEN 


(a)  Commission  salesmen 

The  typical  house-to-house  salesmen  are  compensated  on  a  commission  basis 
and  are  not  subject  to  control  as  to  the  details  and  means  by  which  they  perform 
their  work.  They  furnish  their  own  transportation  and  operate  off  the  premises 
of  the  companies  for  whom  they  sell.  A  large  proportion  of  these  salesmen  do  not 
engage  in  house-to-house  selling  as  their  principal  means  of  livelihood.  They 
may  be  housewives,  retired  persons,  persons  between  jobs,  or  students.  It  is 
unusual  for  these  salesmen  to  receive  any  part  of  their  compensation  from  the 
companies  for  whom  they  sell.  Ordinarily  they  receive  the  purchase  price  of 
the  articles  they  sell  from  their  customers,  deduct  their  own  commissions,  and 
remit  the  balance  to  the  company,  or  they  may  receive  only  a  part  payment  from 
their  customers  which  is  equivalent  to  a  commission.  In  the  latter  case  they 
simply  send  the  order  to  the  company,  and  it  is  filled  by  c.  o.  d.  shipment  to  the 
customer  for  the  balance  of  the  purchase  price.  In  most  instances  these  salesmen 
are  not  assigned  exclusive  territories  and  are  not  required  to  make  reports  to  the 
companies  on  their  activities.  Typically,  thev  may  handle  commodities  for  sev¬ 
eral  different  companies,  including  competing  lines.  A  distinguishing  character¬ 
istic  of  the  usual  house-to-house  selling  arrangement  is  that  the  companies  are 
eager  to  add  to  their  sales  forces  with  little  or  no  regard  for  the  qualifications  of 
the  salesmen  and  do  not  ordinarily  terminate  their  relations  with  salesmen  because 
of  failure  to  meet  minimum  sales  quotas.  Termination  of  the  relationship  is  a 
voluntary  act  on  the  part  of  the  salesmen  and  is  accomplished  without  formal 
notice,  merely  by  failure  to  send  in  more  orders.  The  turn-over  among  house-to- 
house  salesmen  for  a  company  is  usually  high,  and  the  average  sales  per  salesman 
are  typically  quite  low. 

Under  the  proposed  definition  some  house-to-house  salesmen  would  be  spe¬ 
cifically  exempt  under  an  exception  to  the  definition  of  employment.  This 
exception  is  closely  circumscribed  and  is  applicable  only  to  salesmen  who  meet  the 
following  conditions:  (1)  The  salesman  must  work  off  the  premises;  (2)  the  sales¬ 
man  must  receive  his  entire  remuneration  directly  from  his  customers;  (3)  no 
provision  may  be  made  other  than  by  correspondence  for  training  the  salesmen; 
and  (4)  no  requirement  may  be  imposed  upon  the  salesmen  with  respect  to:  (A) 
his  fitness;  (6)  his  territory;  (C)  the  amount  of  service  to  be  performed;  or  (D) 
the  selection  or  solicitation  of  customers.  The  terms  of  this  exception  would  not 
be  met  if  the  salesman  were  given  a  training  course  regardless  of  its  duration  and 
regardless  of  whether  or  not  it  was  voluntary.  The  terms  of  the  exception  would 
not  be  met  if  the  salesman  took  orders  for  a  company  but  failed  to  collect  from 
the  customers,  receiving  his  commission  from  the  company  instead.  The  terms 
of  the  exception  would  not  be  met  if  the  salesman  were  limited  to  a  specific  area 
even  though  this  area  was  not  his  exclusive  territory.  It  is  doubtful  if  the  terms 
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of  the  exception  would  be  met  if  the  company  imposed  a  minimum  requirement 
on  the  salesman  such  as  requiring  that  he  be  18  or  21  years  of  age. 

The  implication  of  the  specific  exception  from  the  definition  of  employment 
described  above  is  that  house-to-house  salesmen  in  general  come  within  the  pro¬ 
posed  definition  of  employee.  Since  such  salesmen  are  clearly  not  subject  to 
direction  and  control  as  to  the  manner  and  means  of  performing  services,  their 
inclusion  within  the  definition  of  employee  must  be  under  paragraph  (3).  With 
respect  to  the  factors  listed  in  paragraph  (3)  house-to-house  salesmen  are  usually 
subjected  to  little  or  no  control,  but  it  would  probably  be  assumed  that  per¬ 
manency  was  contemplated  with  respect  to  any  one  relationship  of  this  type,  in 
spite  of  the  fact  that  the  experience  of  companies  in  the  direct  selling  field  indicates 
that  the  average  relationship  of  this  type  is  highly  impermanent.  As  a  class, 
house-to-house  salesmen  are,  of  course,  highly  integrated  in  the  business  of  firms 
who  depend  upon  house-to-house  selling  as  their  main  outlet,  but  it  is  difficult  to 
see  how  any  individual  house-to-house  salesman  can  be  considered  as  being  closely 
integrated  in  the  business  of  the  company  he  serves  since  experience  indicates  that 
his  selling  activities  are  likely  to  be  impermanent  and  casual.  The  skill  required 
of  individuals  engaged  in  house-to-house  selling  is  a  matter  of  opinion.  In  some 
individual  instances  persons  may  make  this  their  fife  work  and  become  highly 
skilled  at  it,  but  it  is  likely  that  in  most  cases  the  house-to-house  salesmen  are 
not  highly  skilled.  Investment  of  individuals  in  the  work  of  house-to-house 
selling  varies  greatly.  Some  salesmen  may  invest  in  automobiles  or  trucks  for 
their  work  and  some  may  carry  large  stocks  of  goods.  Others  may  work  on  foot 
and  may  be  equipped  only  with  a  catalog  and  an  order  book.  Since  the  companies 
ordinarily  have  no  direct  contact  with  their  house-to-house  salesmen,  it  is  difficult 
to  see  how  they  could  know  the  investments  of  their  individual  salesmen.  The 
house-to-house  salesmen  as  a  general  rule  have  little  opportunity  for  less  from 
this  type  of  activity  but  their  opportunity  for  profit  is  relatively  great  since  they 
may  work  as  hard  as  they  like,  utilize  any  selling  methods  they  may  devise,  and 
sell  for  as  many  companies  as  they  wish. 

(b)  Dealer  salesmen 

House-to-house  dealer  salesmen  differ  from  house-to-house  commission  salesmen 
in  one  significant  respect.  The  dealers  buy  their  stocks  of  commodities  and  resell 
them  to  their  own  customers.  In  many  respects  they  are  similar  to  ordinary 
retail  merchants  but  they  sell  house-to-house  instead  of  selling  at  an  established 
location.  A  typical  dealer  arrangement  was  described  in  both  the  1948  Finance 
Committee  hearings  and  the  1949  Ways  and  Means  Committee  hearings  by  a 
representative  of  the  Fuller  Brush  Co.  The  Fuller  brush  men  are  dealers  who 
buy  from  the  company  at  wholesale  prices  less  recognized  discounts  and  sell  at 
their  own  retail  prices.  The  company  recommends  resale  prices  (which  are 
advertised  nationally),  but  the  company  states  that  these  prices  are  not  binding 
on  the  dealers.  When  the  dealers  sell  on  credit  the  company  does  not  assume 
their  credit  losses.  The  dealers  are  free  to  sell  articles  manufactured  by  other 
companies.  The  dealers  are  assigned  exclusive  territories  under  1-year  contracts 
which  the  dealers  may  terminate  at  20  days’  notice  but  which  the  company  is 
not  free  to  terminate.  While  these  contracts  are  not  assignable,  the  company’s 
representative  stated  that  some  dealers  operate  their  territories  through  their 
wives  or  other  members  of  their  families  or  through  employees.  The  company 
makes  selling  suggestions  to  the  dealers  but  states  that  these  are  optional.  The 
company  also  states  that  it  is  optional  with  each  dealer  as  to  wrhether  or  not  he 
attends  the  meetings  which  are  held  on  salesmanship.  The  company  maintains 
a  system  of  district,  field,  and  branch  managers. 

House-to-house  dealers  of  the  type  described  above  would  not  meet  the  terms 
of  the  exception  to  the  definition  of  employment  since  the  companies  make  provi¬ 
sions  for  training  these  salesmen  and  assign  them  specific  territories.  Application 
of  the  six  factors  listed  in  paragraph  (3)  of  the  proposed  definition  to  these  house- 
to-house  dealers  indicates  that  they  are  subject  to  little  control,  permanency  of 
the  relationship  is  contemplated,  they  are  closely  integrated  in  the  businesses 
whose  commodities  they  sell,  and  the  degree  of  skill  in  selling  attained  by  these 
individuals  varies  widely.  These  salesmen-dealers  may  have  a  considerable  in¬ 
vestment  in  inventories  but  these  inventories  may  have  been  obtained  on  credit 
from  the  companies  whose  commodities  they  sell.  This  raises  an  important  ques¬ 
tion  of  interpretation  wdth  respect  to  the  word  “investment”  in  the  proposed 
definition.  It  is  not  known  whether  or  not  assumption  by  a  dealer  of  liability  to 
pay  for  commodities  which  he  has  ordered  on  credit  amounts  to  an  investment 
in  facilities  for  work  w’ithin  the  meaning  of  the  proposed  definition.  These 
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dealers  clearly  have  an  opportunity  for  profit  or  loss  in  the  same  manner  as 
ordinary  storekeepers  unless  it  should  be  held  that  the  practice  by  companies  of 
allowing  dealers  to  turn  back  goods  they  are  unable  to  sell  removes  the  oppor¬ 
tunity  for  loss. 

4.  AGENT-DEIVEES 

Agent-drivers  are  commission  salesmen  who  drive  trucks  on  regular  routes 
selling  processed  foods,  laundry,  milk,  bakery  products,  beverages,  etc.  In  some 
instances  these  drivers  own  their  own  delivery  trucks  although  the  trucks  usually 
carry  the  name  of  the  company  for  whom  the  drivers  sell.  Where  the  drivers  own 
their  own  trucks,  it  is  typical  for  them  to  negotiate  their  purchase  through  the 
companies  and  pay  for  them  by  installments.  While  these  drivers  are  not  sub¬ 
jected  to  the  same  degree  of  control  as  salesmen  who  work  on  the  premises,  they 
operate  on  assigned  routes  and  are  normally  required  to  cover  their  routes  at 
regular  intervals.  In  some  instances  the  actual  hour  at  which  they  are  required 
to  commence  work  in  the  morning  is  specified.  The  prices  at  which  they  sell  are 
ordinarily  set  by  the  companies,  and  they  are  not  permitted  to  sell  competing 
products.  From  testimony  by  representatives  of  groups  of  agent-drivers  before 
the  Ways  and  Means  Committee,  it  would  appear  that  many  of  these  drivers 
should  be  treated  as  employees  under  the  usual  common-law  control  test  realis¬ 
tically  applied.  It  is  doubtful  that  application  of  the  six  factors  listed  in  para¬ 
graph  (3)  of  the  proposed  definition  would  greatly  improve  the  opportunities  of 
these  drivers  to  be  covered  as  employees.  While  permanent  relationships  are 
contemplated  and  the  individuals  are  integrated  in  the  businesses  of  the  companies 
they  serve,  the  degree  of  skill  required  for  this  type  of  work  is  probably  contro¬ 
versial  and  the  fact  that  these  drivers  may  own  their  own  trucks  and  are  paid  on 
a  commission  basis  would  tend  to  show  that  they  were  engaged  in  independently 
established  businesses  because  of  their  investment  and  their  opportunities  for 
profit  or  loss. 


6.  EEAL  ESTATE  SALESMEN  ON  A  COMMISSION  BASIS 

Real  estate  salesmen  on  a  commission  basis  do  not  ordinarily  maintain  a 
regular  office  routine  and  do  most  of  their  selling  off  the  premises  of  the  real  estate 
brokers  with  whom  they  are  affiliated.  They  pay  their  own  sales  expenses  and 
buy  their  own  brokers’  licenses.  Ordinary  deposits  on  real  estate  sales  are  placed 
in  an  escrow  account  and  the  commission  is  divided  between  the  broker  and  the 
salesman  when  the  sale  is  closed.  Since  these  salesmen  are  compensated  entirely 
on  the  basis  of  the  sales  they  produce,  in  many  cases  the  brokers  may  be  willing 
to  continue  the  relationship  without  regard  to  any  minimum  performance  by  the 
salesman.  Many  of  these  salesmen  work  only  part  time. 

Examination  of  the  relationship  of  real  estate  salesmen  in  the  light  of  the  six 
factors  listed  in  paragraph  (3)  of  the  proposed  definition  indicates  that  the  degree 
of  control  exercised  over  them  is  relatively  slight.  Permanency  is  contemplated 
in  their  relationship  although  the  activities  within  that  relationship  may  be  spo¬ 
radic.  Their  integration  in  the  business  of  real  estate  brokers  may  vary  greatly 
in  individual  instances  depending  on  the  extent  to  which  the  broker  relies  on  com¬ 
mission  salesmen  for  his  sales.  While  some  real  estate  salesmen  are  highly 
skilled,  it  cannot  be  said  that  skill  is  an  important  requirement  for  entering  this 
type  of  work  since  many  people  act  as  real  estate  salesmen  in  periods  between 
regular  employment  or  perhaps  merely  to  exploit  a  wide  circle  of  acquiantances. 
Investment  of  real  estate  salesmen  in  facilities  for  work  is  likely  to  be  negligible 
unless  the  investment  by  the  salesman  in  his  own  automobile  is  counted.  These 
salesmen  have  little  or  no  opportunity  for  loss  but  their  opportunity  for  profit  is 
great,  since  the  returns  on  this  type  of  work  are  highly  variable. 

6.  ADVEBTISING  SOLICITOES 

It  is  a  frequent  practice  for  small  daily  or  weekly  newspapers  to  contract  with 
local  citizens  to  solicit  advertising,  subscriptions,  and  job  printing  on  a  commission 
basis.  These  solicitors  may  devote  only  part  of  their  time  to  this  work  and  are 
not  controlled  as  to  the  manner  and  means  of  their  soliciting. 

These  advertising  solicitors  may  be  held  to  be  employees  under  paragraph  (3) 
of  the  proposed  definition  despite  the  fact  that  they  are  subject  to  little  or  no  con¬ 
trol.  Although  the  services  may  be  intermittent  and  part  time,  permanency  of 
the  relationship  is  contemplated.  In  cases  where  most  of  the  newspaper’s  adver¬ 
tising  or  subscriptions  are  through  part-time  solicitors  on  a  commission  basis, 
these  solicitors  would  be  closely  integrated  in  the  business  of  the  newspapers. 
Little  or  no  skill  is  required  for  this  type  of  work,  and  it  is  unlikely  that  the  solici- 
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tors  have  any  investment  in  facilities  for  this  work.  These  solicitors  would  have 
virtually  no  opportunity  for  loss,  and  in  cases  where  soliciting  advertising  or  sub¬ 
scriptions  was  a  minor  activity  on  their  part,  they  would  have  little  opportunity 
for  profit. 

7.  TAXICAB  DRIVERS 

(a)  Drivers  of  leased  cabs 

Drivers  of  leased  cabs  ordinarily  operate  on  a  day-to-day  basis,  renting  cabs 
from  a  cab  company  for  specified  amounts  per  day.  They  are  compensated  by 
the  difference  between  the  rental  they  pay  the  company  and  the  amount  they  take 
in  during  the  day  in  cab  fares.  In  general,  they  are  free  to  pick  up  fares  where 
they  choose,  although  they  may  utilize  the  cab  stands  and  call  boxes  furnished  by 
the  company.  Cabs  are  operated  under  the  company’s  name.  The  drivers  may 
be  required  to  oberves  printed  rules  issued  by  the  company. 

Under  the  usual  common-law  rules  the  question  of  whether  or  not  lessee  cab 
drivers  are  employees  would  be  resolved  on  the  basis  of  the  degree  of  control 
exercised  by  the  company  over  the  drivers.  In  Jones  v.  Goodson  (121  F.  2d  176 
(1941)),  lessee  cab  drivers  were  held  to  be  employees  because  the  company  in  that 
case  exercised  a  substantial  degree  of  control  over  the  lessee  drivers.  A  sufficient 
degree  of  control  to  meet  the  usual  common-law  test  was  not  found  in  two  later 
cases  involving  lessee  drivers.  These  cases  were  Magruder  v.  Yellow  Cab  Co.  (141 
F.  2d  324  (1944));  United  States  v.  Davis  (154  F.  2d  314  (1946))  and  Party  Cab 
Co.  v.  United  States  (172  F.  2d  87  (1948)). 

Representatives  of  the  Federal  Security  Agency  and  the  Treasury  have  stated 
that  all  or  virtually  all  lessee  cab  drivers  would  be  treated  as  employees  under 
their  interpretation  of  the  economic  dependency  test  enunciated  by  the  Supreme 
Court.  The  degree  of  control  over  lessee  cab  drivers  may  vary  from  company  to 
company  depending  upon  the  company’s  system  of  operation  and  the  circum¬ 
stances  in  the  area  in  which  it  operates.  Cabs  are  ordinarily  rented  on  a  day-to- 
day  basis,  and  it  is  unlikely  that  there  is  any  obligation  on  the  part  of  the  com¬ 
pany  to  continue  the  rental  arrangement  from  one  day  to  the  next  or  on  the  part 
of  any  individual  driver  to  continue  paying  rent  for  a  cab.  However,  there  is  a 
possibility  that  permanency  of  the  relationship  might  be  presumed  from  the  mere 
fact  that  a  driver  did  consistently  rent  cabs  from  one  company  day  after  day. 
While  the  relationship  between  lessee  cab  drivers  and  the  company  from  whom 
they  rent  cabs  may  not  be  considered  a  service  relationship,  it  is  clear  that  the 
rental  of  cabs  to  drivers  is  closely  integrated  in  the  business  of  such  a  cab  com¬ 
pany — in  fact  it  is  the  essence  of  such  a  business.  The  question  of  whether  skill 
is  required  to  drive  a  cab  is  debatable  but  an  indication  of  the  attitude  of  the 
courts  on  this  point  can  be  found  in  the  district  court’s  decision  in  the  Party  Cab 
Co.  case  where  the  court  stated  that  “the  only  skill  they  are  required  to  exercise 
is  that  of  any  person  who  drives  a  car  in  the  congested  traffic  of  a  large  city.” 
By  definition  lessee  cab  drivers  do  not  have  an  investment  in  the  cabs  they  drive. 
They  do,  however,  have  an  opportunity  for  loss  in  the  event  that  their  receipts 
from  customers  fail  to  equal  the  rental  they  pay.  This  is  a  relatively  limited 
opportunity  for  loss,  however,  since  the  drivers  are  free  to  discontinue  their  rental 
arrangements  whenever  the  rentals  begin  to  exceed  the  fares  they  are  likely  to 
take  in.  Opportunities  for  profit  through  operating  leased  cabs  are  limited  by 
the  rate  schedules  established  in  the  areas  in  which  they  operate.  Ordinarily  such 
rate  schedules  are  established  by  public  authorities  and  not  by  the  companies 
from  whom  the  cabs  are  leased. 

Apparently  the  assertion  by  the  Treasury  and  Federal  Security  Agency  repre¬ 
sentatives  that  lessee  cab  drivers  would  be  treated  as  employees  under  the  Supreme 
Court  test  (and  presumably  also  under  par.  (3)  of  the  proposed  definition)  is 
based  primarily  on  the  absence  of  investment  by  the  drivers.  Failure  of  the  six 
factors  listed  in  paragraph  (3)  to  cover  all  of  the  points  pertinent  for  determination 
of  employee  or  independent  contractor  status  is  high  lighted  in  the  case  of  lessee 
cab  drivers.  One  of  the  most  significant  factors  in  the  relationship  between  the 
owner  of  a  taxicab  and  the  driver  who  leases  it  for  a  fixed  amount  per  day  is  the 
fact  that  the  owner  of  the  cab  has  no  effective  means  of  determining  the  amount  of 
fares  collected  during  the  day  by  the  driver  unless  the  cab  is  equipped  with  a 
meter  and  the  driver  is  unable  to  tamper  with  the  meter.  This  difficulty  is  illus¬ 
trated  by  the  situation  in  the  District  of  Columbia  where  metered  cabs  are  not 
used.  The  Yellow  Cab  Co.  case,  supra,  involved  District  of  Columbia  cabs. 
With  respect  to  this  situation  the  district  court  stated  (49  F.  Supp.  61 1) : 

“It  appears  that  the  Commission  in  effect  required  the  taxpayer  to  pay  the  tax 
on  the  more  or  less  arbitrary  assumption  that  the  driver’s  wages  wrere  at  $3  per 
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day;  but  there  is  no  evidence  to  show  that  this  was  in  fact  the  actual  amount  of 
the  net  earnings  of  the  drivers  which  obviously  must  have  varied  greatly  from  day 
to  day.” 

( b )  Owner-operators  of  cabs  operating  under  company  contracts 

A  fairly  typical  situation  in  the  taxicab  business  is  for  the  owner-operator  of  a 
taxicab  to  affiliate  himself  with  the  taxicab  company  so  that  he  may  utilize  the 
company’s  cab  stands,  call  boxes,  two-way  radios,  or  other  facilities.  In  such  a 
situation  the  owner  may  paint  his  cab  with  the  company’s  name  and  pay  the  com¬ 
pany  a  fixed  amount  per  month  for  these  privileges.  He  may  obligate  himself  to 
answer  specific  calls  for  the  company. 

There  has  never  been  any  attempt  to  treat  owner-operators  of  cabs  as  employees 
under  the  usual  common-law  rules.  However,  there  is  a  possibility  that  paragraph 
(2)  of  the  proposed  definition,  by  basing  the  existence  of  the  employee  relation¬ 
ship  exclusively  on  control  without  regard  to  other  factors  in  the  relationship, 
may  result  in  applying  the  control  test  to  situations  beyond  the  scope  of  the  usual 
common-law  definition  of  employee  with  the  result  that  owner-operators  of 
taxicabs  may  be  treated  as  employees  because  of  their  contractual  obligations  to 
maintain  certain  standards  or  to  fulfill  certain  orders  for  the  company  with  which 
they  are  affiliated.  There  is  also  a  possibility  that  the  owner-operators  of  taxicabs 
who  are  affiliated  with  taxicab  companies  may  be  treated  as  employees  under 
paragraph  (3)  of  the  proposed  definition  in  spite  of  the  investment  by  these  drivers 
in  the  facilities  for  their  work  and  their  opportunities  for  profit  or  loss.  Such  a 
conclusion  would  be  possible  if  the  administrators  or  the  courts  should  emphasize 
the  minor  degree  of  control  exercised  over  these  drivers,  the  permanency  of  their 
relationship  with  the  companies,  their  integration  in  the  business  of  the  company, 
and  the  lack  of  skill  required  to  drive  a  cab. 

8.  OWNER-OPERATORS  OF  LEASED  TRUCKS 

(а)  “Itinerant”  truckers 

The  itinerant-type  truckers  are  those  who  rent  their  trucks  and  their  own 
services  as  drivers  on  a  job-to-job  basis  to  a  number  of  different  companies. 
They  bargain  over  the  price  of  each  load  they  haul  and  are  typically  subject  to 
little  control  as  to  the  manner  and  means  by  which  they  carry  out  their  work. 

These  owner-operators  of  trucks  are  clearly  not  employees  under  the  usual 
common-law  rules.  It  is  unlikely  that  these  truckers  would  be  employees  under 
paragraph  (3)  of  the  proposed  definition  since  there  is  no  permanency  of  relation¬ 
ship  between  them  and  the  companies  for  whom  they  haul  and  since  the  truckers 
have  substantial  investments  in  the  facilities  for  their  work,  with  consequent 
opportunities  for  profit  or  loss.  There  is  a  possibility  that  these  truckers  might 
be  considered  employees  under  paragraph  (2)  of  the  proposed  definition  in  some 
individual  instances  where  they  are  controlled  to  a  considerable  extent  in  the 
performance  of  their  work,  since  paragraph  (2)  is  specifically  limited  to  the  control 
element  without  regard  to  its  relationship  to  other  elements. 

(б)  “Permanent”  type 

The  “permanent”  type  of  owner-operator  truckers  are  truckers  who  regularly 
hire  themselves  and  their  trucks  to  a  single  company.  In  some  instances  their 
wages  are  set  by  union  contract.  They  are  paid  for  the  use  of  their  trucks  on  a 
mileage  basis  or  on  the  basis  of  so  much  per  load  hauled.  These  truckers  are 
subject  to  varying  degrees  of  control.  They  may  be  closely  controlled  as  to  the 
details  and  means  of  performance  of  their  work.  Two  typical  examples  of  the 
“permanent”  type  of  owner-operator  truckers  were  described  by  the  Supreme 
Court  in  the  Silk  and  Greyvan  cases.  In  the  Silk  case  the  Court  described  the 
truckers  as  follows: 

“Respondent  owns  no  trucks  himself  but  contracts  with  workers  who  own  their 
own  trucks  to  deliver  coal  at  a  uniform  price  per  ton.  This  is  paid  to  the  trucker 
by  the  respondent  out  of  the  price  he  receives  for  the  coal  from  the  customer. 
When  an  order  for  coal  is  taken  in  the  company  office,  a  bell  is  rung  which  rings 
in  the  building  used  by  the  truckers.  The  truckers  have  voluntarily  adopted  a 
call  list  upon  which  their  names  come  up  in  turn,  and  the  top  man  on  the  list  has 
an  opportunity  to  deliver  the  coal  ordered.  The  truckers  are  not  instructed  how 
to  do  their  jobs,  but  are  merely  given  a  ticket  telling  them  where  the  coal  is  to  be 
delivered  and  whether  the  charge  is  to  be  collected  or  not.  Any  damage  caused 
by  them  is  paid  for  by  the  company.  The  district  court  found  that  the  truckers 
could  and  often  did  refuse  to  make  a  delivery  without  penalty.  Further,  the 
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court  found  that  truckers  may  come  and  go  as  they  please  and  frequently  did 
leave  the  premises  without  permission.  They  may  and  did  haul  for  others  when 
they  pleased.  They  pay  all  the  expenses  of  operating  their  trucks,  and  furnish 
extra  help  necessary  to  the  delivery  of  the  coal  and  all  equipment  except  the 
yard  storage  bins.  No  record  is  kept  of  their  time.  They  are  paid  after  each 
trip,  at  the  end  of  the  day  or  at  the  end  of  the  week,  as  they  request.” 

A  somewhat  different  set  of  conditions  were  described  in  the  Greyvan  case: 

“The  respondent  operates  its  trucking  business  under  a  permit  issued  by  the 
Interstate  Commerce  Commission  under  the  ‘grandfather’  clause  of  the  Motor 
Carrier  Act  (32  M.  C.  C.  719,  723).  It  operates  throughout  38  States  and  parts 
of  Canada,  carrying  largely  household  furniture.  While  its  principal  office  is  in 
Chicago,  it  maintains  agencies  to  solicit  business  in  many  of  the  larger  cities  of 
the  areas  it  serves,  from  which  it  contracts  to  move  goods.  As  early  as  1930, 
before  the  passage  of  the  Social  Security  Act,  the  respondent  adopted  the  system 
of  relations  with  the  truckmen  here  concerned,  which  gives  rise  to  the  present 
issue.  The  system  was  based  on  contracts  with  the  truckmen  under  which  the 
truckmen  were  required  to  haul  exclusively  for  the  respondent  and  to  furnish 
their  owix  trucks  and  all  equipment  and  labor  necessary  to  pick  up,  handle,  and 
deliver  shipments,  to  pay  all  expenses  of  operation,  to  furnish  all  lire,  theft,  and 
collision  insurance  which  the  l-espondent  might  specify,  to  pay  for  all  loss  or  dam¬ 
age  to  shipments  and  to  indemnify  the  company  for  any  loss  caused  it  by  the 
acts  of  the  truckmen,  their  servants  and  employees,  to  paint  the  designation 
‘Greyvan  Lines’  on  their  trucks,  to  collect  ail  money  due  the  company  from 
shippers  or  consignees,  and  to  turn  in  such  moneys  at  the  office  to  which  they 
report  after  delivering  a  shipment,  to  post  bonds  with  the  company  in  the  amount 
of  $1,000  and  cash  deposits  of  $250  pending  final  settlement  of  accounts,  to 
personally  drive  their  trucks  at  all  times  or  be  present  on  the  truck  when  a  com¬ 
petent  relief  driver  was  driving  (except  iix  emergencies,  when  a  substitute  might 
be  employed  with  the  approval  of  the  company),  and  to  follow  all  rules,  regula¬ 
tions,  and  instructions  of  the  company.  All  contracts  or  bills  of  lading  for  the 
shipment  of  goods  were  to  be  between  the  respondent  and  the  shippex-.  The 
company’s  instructions  covered  directions  to  the  truckmen  as  to  where  and  when 
to  load  freight.  If  freight  was  tendered  the  truckmen,  they  were  under  obligation 
to  notify  the  company  so  that  it  could  complete  the  contract  for  shipment  in  its 
own  name.  As  remuneration,  the  truckmen  were  to  receive  from  the  company 
a  percentage  of  the  tariff  charged  by  the  company  varying  between  50  and  52 
percent  and  a  bonus  up  to  3  percent  for  satisfactory  performance  of  the  service. 
The  contract  was  terminable  at  any  time  by  either  party.  These  truckmen 
were  required  to  take  a  short  course  of  instruction  in  the  company’s  methods  of 
doing  business  before  carrying  out  their  contractual  obligations  to  haul.  The 
compaixy  maintained  a  staff  of  dispatchers  who  issued  orders  for  the  truckmen’s 
movements,  although  not  the  routes  to  be  used,  and  to  which  the  truckmen,  at 
intervals,  reported  their  positions.  Cargo  insurance  was  cari-ied  by  the  company. 
All  permits,  certificates,  and  franchises  ‘necessary  to  the  operation  of  the  vehicle 
in  tlie  service  of  the  company  as  a  motor  carrier  under  any  Federal  or  State  law’ 
were  to  be  obtaiixed  at  the  company’s  expense. 

In  both  the  Silk  case  and  the  Greyvan  case  the  district  court  and  the  circuit 
court  of  appeals  thought  the  truckers  were  independent  contractors  under  the 
common-law  rules.  The  Supreme  Court  held  them  to  be  independent  contractors 
under  its  economic-dependency  test.  Presumably,  therefore,  these  truckers 
would  not  be  employees  under  an  application  of  the  six  factors  in  paragi’aph  (3), 
although  the  factors  of  control  (in  some  degree),  permanency  of  the  relationship, 
and  integration  would  poiixt  toward  employee  status  under  paragraph  (3).  As  was 
explained  in  the  general  discussion  of  the  proposed  definition,  the  exact  scope  of 
paragraph  (2)  of  the  definition  is  unknown  since  it  isolates  the  factor  of  control 
from  the  other  circumstances  of  the  relationship  which  have  ordinarily  been  con¬ 
sidered  by  the  courts  under  the  usual  common-law  rules.  In  spite  of  the  decisions 
holding  truckers  of  the  type  described  above  to  be  independent  contractors  both 
under  the  common-law  rules  and  the  Supreme  Court  economic  dependency  test, 
there  is  a  strong  possibility  that  paragraph  (2)  of  the  proposed  definition  would 
have  the  effect  of  making  these  truckers  employees. 

The  status  of  owner-operators  of  trucks  for  purposes  of  old-age  and  survivors’ 
insurance  taxes  is  further  complicated  by  the  problem  of  liability  for  the  tax  on 
the  transportation  of  property.  In  the  past  there  have  been  instances  where  the 
Bureau  has  attempted  to  hold  persons  liable  for  pay-roll  taxes  on  the  grounds  that 
owner-operators  of  trucks  were  their  employees,  while  at  the  same  time  maintain¬ 
ing  that  the  tax  on  the  transportation  of  property  should  be  paid  because  the 
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truckers  were  independent  contractors.  It  is  understood  that  these  difficulties 
have  been  resolved,  but  any  change  in  the  scope  of  the  definition  of  employee  to 
include  owner-operators  of  trucks  might  result  in  the  recurrence  of  this  problem 
unless  section  3475  of  the  code  (relating  to  the  tax  on  the  transportation  of  prop¬ 
erty)  is  also  amended. 

9.  CONTRACT  LOGGERS 

A  wide  variety  of  contract  relationships  have  been  developed  between  loggers 
and  lumber  companies.  In  some  instances  the  loggers  merely  cut  timber.  In 
other  cases  they  both  cut  timber  and  haul  it  to  designated  points.  In  stating  that 
half  of  the  contract  loggers  who  are  now  treated  as  independent  contractors  would 
come  within  the  economic  dependency  test  of  employees,  Mr.  Harold  Packer, 
assistant  general  counsel  of  the  Federal  Security  Agency  stated: 

“Most  of  these  people  are  individuals  who  are  sent  out  into  the  forest  to  fell 
trees  and  are  given  special  specifications  as  to  the  type  of  log  to  cut.  The  reason 
that  they  are  excluded  from  the  usual  common-law  test  is  that  no  one  stands 
there  to  tell  them  how  to  wield  the  ax  or  how  to  handle  the  saw.  They  have 
nothing  other  than  their  own  tools  of  work.  They  have  no  investment.  These 
forest  or  timber  lands  belong  to  the  company  for  which  they  work  and  under  the 
Supreme  Court  at  least  half  of  them  would  be  included.” 

A  type  of  contract  logger  which  differs  considerably  from  the  type  described  by 
Mr.  Packer  and  which  the  Treasury  has  in  the  past  attempted  to  treat  as  employees 
is  the  type  involved  in  the  case  of  Crossett  Lumber  Co.  v.  United  States  (79  F.  Supp. 
70,  District  Court,  W.  D.  Ark.  (July  31,  1948)).  In  this  case  the  lumber  company 
contracted  with  40  or  50  contract  loggers  to  cut  and  haul  trees  on  40-acre  tracts 
belonging  to  the  company.  The  trees  to  be  cut  were  marked  by  the  lumber  com¬ 
pany.  Between  them  the  contract  loggers  hired  from  500  to  600  men  and  each 
had  a  minimum  investment  of  from  $2,000  to  $3,000.  The  contract  loggers  hired 
and  fired  their  own  employees  and  fixed  their  own  hours  of  work.  They  were 
compensated  on  the  basis  of  so  much  per  thousand  board  feet  and  so  much  per 
cord  for  pulpwood.  Company  supervisors  made  periodic  inspections  to  ascertain 
whether  contract  loggers  and  their  employees  were  following  the  company’s  selec¬ 
tive  timber-cutting  practices.  Contracts  were  terminable  on  3  days’  notice.  The 
contract  loggers  were  required  to  present  their  books  and  records  for  ispection  to 
the  company  upon  request.  Under  these  facts  the  district  court  held  that  contract 
loggers  were  not  employees  under  the  usual  common-law  rules. 

Another  type  of  contract  logging  arrangement  is  one  in  which  the  company- 
gives  the  contract  loggers  weekly  orders  for  so  many  cords  of  pulpwood  to  be 
delivered  at  specified  railroad  sidings.  In  some  instances  the  contract  loggers 
are  free  to  make  their  own  arrangements  for  obtaining  the  wood.  In  other  in¬ 
stances  the  contract  loggers  buy  stumpage  from  the  company,  cut  the  timber  and 
deliver  it  to  the  company  and  are  paid  for  the  amount  delivered  after  a  deduction 
of  the  price  of  the  stumpage  purchased  from  the  company.  These  logger  con¬ 
tractors  carry  on  operations  of  varying  sizes  but  in  all  instances  they  own  their 
own  equipment  including  trucks,  teams,  and  saws. 

The  application  of  both  paragraph  (2)  and  paragraph  (3)  of  the  proposed 
definition  to  contract  loggers  is  extremely  uncertain.  It  is  possible  that  the  con¬ 
trol  test  stated  in  paragraph  (2)  would  be  interpreted  as  requiring  contract  loggers 
to  be  treated  as  employees  because  of  the  control  exercised  over  them  through 
specifications  as  to  the  timber  to  be  cut  and  delivered  regardless  of  the  other  factors 
of  the  relationship  such  as  the  fact  that  they  are  free  to  hire  and  fire  their  own 
employees.  Paragraph  (3)  is  also  ambiguous  as  applied  to  contract  loggers  since 
they  are  subject  to  some  degree  of  control  and  their  relationship  with  the  lumber 
company  may  be  a  relatively  permanent  one,  even  though  they  are  free  at  any 
time  to  take  their  equipment  and  contract  with  some  other  company.  These 
contract  loggers  are  often  closely  integrated  in  the  business  of  the  lumber  com¬ 
panies  they  serve.  It  is  not  unusual  for  a  lumber  company  to  be  entirely 
dependent  on  contract  loggers  for  its  supply  of  timber.  On  the  other  hand  con¬ 
tract  logging  probably  requires  a  considerable  degree  of  skill,  the  loggers  may  have 
a  considerable  investment  in  the  facilities  for  their  work,  and  they  have  a -con¬ 
siderable  opportunity  for  profit  or  loss  through  their  operations. 

10.  MINING  LESSEES 

Mining  lessees  are  miners  who  lease  specific  areas  in  mines  and  conduct  their 
own  mining  operations  without  supervision.  Typically  they  give  the  mine 
owner  a  percentage  of  the  return  from  their  operations  as  consideration  for  the 
leases.  A  mining  lessee  usually  selects  partners  who  carry  out  the  mining  opera- 
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tions  with  him.  Occasionally  he  may  employ  men  by  the  day.  The  mining 
leases  ordinarily  provide  that  the  lessee  is  to  follow  “good  mining  practices”  and 
his  operations  are  subject  to  supervision  by  the  mine  owner  to  see  that  good 
mining  practices  are  followed  and  to  see  that  safety  regulations  are  complied 
with.  The  mine  owner  supplies  the  lessee  with  ventilation,  tracks  for  dump  cars, 
and  other  services.  The  mining  lessees  may  provide  their  own  tools,  possibly 
representing  a  considerable  investment.  Mining  lessees  may  be  required  to 
deliver  their  ore  to  the  mine  owner  according  to  a  specified  schedule. 

Mining  lessees  have  been  held  to  be  independent  contractors  in  the  past  and 
presumably  would  not  be  treated  as  employees  under  the  control  test  set  out  in 
paragraph  (2)  of  the  proposed  definition.  It  cannot  be  said  with  certainty 
whether  the  status  of  mining  lessees  would  be  affected  by  paragraph  (3)  of  the 
proposed  definition.  While  some  degree  of  control  is  exercised  over  the  lessees 
and  there  is  permanency  in  the  relationship,  their  work  is  not  ordinarily  closely 
integrated  in  the  business  of  the  mine  owners.  It  appears  that  ordinarily  con¬ 
tracts  are  made  with  mining  lessees  merely  to  work  the  more  distant  parts  of  the 
mines  where  closely  supervised  work  in  accordance  with  the  usual  practices 
would  not  be  efficient.  To  a  considerable  extent,  therefore,  mining  lessee  arrange¬ 
ments  are  entered  into  by  the  mines  primarily  because  the  work  done  by  these 
lessees  cannot  be  integrated  with  the  regular  mining  operations.  Mining  opera¬ 
tions  carried  out  without  supervision  undoubtedly  require  a  high  degree  of  skill 
which  would  tend  to  point  toward  an  independently  established  trade,  and 
mining  lessees  may  have  a  considerable  investment  in  the  facilities  for  their  work. 
They  undoubtedly  have  opportunities  for  profit  or  loss.  While  four  of  the  six 
factors  listed  in  paragraph  (3)  of  the  proposed  definition  tend  to  indicate  the 
mining  lessees  are  engaged  in  independently  established  trades  and  one  of  the 
two  remaining  factors  (degree  of  control)  is  too  small  to  be  effective  under  the 
usual  common-law  rules,  Mr.  Packer,  assistant  general  counsel  of  the  Federal 
Security  Agency,  has  stated: 

“I  would  say,  sir,  of  the  mining  lessees  all  10,000  would  be  included  as  employees 
under  the  economic  reality  test  in  the  Supreme  Court  decision.  Those  10,000 
would  all  be  excluded  in  an  application  of  the  common-law  rule.” 

11.  INDUSTRIAL  HOME  WORKERS 

Industrial  home  workers  have  been  described  by  Mr.  Packer  as  “people  who 
make  arrangements  with  concerns  who  manufacture  quilts,  various  knitted  goods, 
who  call  at  the  company  periodically,  receive  instruction  as  to  how  to  knit  the 
foods  and  prepare  the  finished  article,  and  bring  it  back  to  the  company.  There 
it  is  examined  and  inspected  and  they  are  paid  by  the  number  of  articles  accepted 
by  the  company.”  A  somewhat  similar  type  of  industrial  home  worker  was 
described  in  a  communication  to  the  Senate  Finance  Committee  in  connection 
with  its  hearings  on  House  Joint  Resolution  296  last  year.  This  industrial  home 
work  was  the  insertion  of  drawstrings  and  the  tagging  of  small  cotton  tobacco 
bags.  It  was  stated  that  these  bags  were  delivered  to  cooperatives  who  gave  the 
bags  to  home  workers.  The  home  workers  were  paid  so  much  per  thousand  for 
bags  which  were  strung  and  tagged. 

It  appears  likely  that  a  preponderance  of  the  factors  listed  in  paragraph  (3)  of 
the  proposed  definition  would  point  toward  the  existence  of  an  employee  relation¬ 
ship  for  industrial  home  workers,  in  spite  of  the  fact  that  little  control  is  exercised 
over  these  workers  and  the  relationship  may  be  sporadic  and  without  permanency 
in  many  instances.  The  degree  of  skill  required  for  industrial  home  work  prob¬ 
ably  varies  widely  with  the  type  of  work.  The  extent  to  which  industrial  home 
workers  are  integrated  in  the  business  of  the  companies  to  which  they  render 
service  is  something  which  would  have  to  be  determined  in  each  individual 
instance,  depending  on  the  extent  to  which  the  companies  rely  on  industrial  home 
workers.  In  the  ordinary  types  of  industrial  home  work  the  workers  have  little 
investment  in  the  facilities  for  work  and  little  or  no  opportunities  for  profit  or  loss. 

12.  COUNTRY  NEWSPAPER  CORRESPONDENTS 

It  has  been  estimated  that  there  are  approximately  250,000  country  newspaper 
correspondents  in  the  United  States.  These  are  casual  writers  who  contribute 
local  news  items  principally  to  small-town  newspapers.  They  may  also  act  as 
advertising  and  subscription  solicitors  in  their  districts.  They  are  paid  on  the 
basis  of  the  extent  to  which  their  news  items  are  used,  and  this  compensation  is 
not  ordinarily  their  principal  source  of  income.  Newspaper  editors  are  free 
to  accept  or  reject  material  submitted  by  these  correspondents. 
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It  is  quite  possible  that  the  six  factors  listed  in  paragraph  (3)  of  the  proposed 
definition,  if  applied  to  country  newspaper  correspondents,  would  result  in  their 
being  treated  as  employees  of  the  newspapers  to  whom  they  sell  news  items. 
While  no  control  is  ordinarily  exercised  over  the  manner  in  which  they  gather 
news,  it  might  be  argued  that  they  are  controlled  through  the  power  of  the  editor 
to  accept  or  reject  the  items  which  they  submit.  Their  relationship  with  the 
newspapers  is  ordinarily  a  permanent  one  even  though  it  is  sporadic  and  seldom 
full  time.  It  may  be  argued  that  they  are  integrated  in  the  work  of  the  news¬ 
papers  they  serve  since  local  news  comprises  a  vital  portion  of  a  newspaper’s 
services.  Little  skill  is  required  for  this  type  of  work  and,  in  most  instances,  no 
investment  at  all.  The  correspondents  have  little  opportunity  for  profit  or  loss. 
Therefore,  all  of  the  factors  listed  in  paragraph  (3)  point,  to  at  least  some  extent, 
toward  the  existence  of  an  employee  relationship  within  the  meaning  of  the 
paragraph,  in  spite  of  the  fact  that  the  work  as  a  country  newspaper  correspondent 
is  almost  invariably  a  sporadic  part-time  activity  with  only  a  minor  effect  on  the 
economic  condition  of  the  individuals  involved. 

13.  MERCHANT  POLICE 

It  is  a  fairly  common  practice  for  an  individual  to  contract  with  a  group  of 
merchants  or  other  businesses  to  furnish  them  with  night  watchman  or  night 
patrol  services  for  a  stated  amount  per  month.  Such  a  person  may  contract 
individually  with  10  or  20  businessmen  to  patrol  their  buildings  at  night,  checking 
against  burglary,  vandalism,  and  fire.  The  merchant  policemen  or  night  watch¬ 
men  ordinarily  undertake  to  inspect  each  building  at  stated  intervals  during 
the  night.  In  some  instances  merchant  police  services  may  develop  into  a 
fairly  large-scale  business,  with  the  contractor  hiring  several  employees  and 
furnishing  them  with  uniforms  and  possibly  patrol  cars. 

While  it  is  not  contemplated  that  merchant  policemen  will  be  subject  to 
regular  supervision  in  the  course  of  their  work,  it  is  typical  for  their  arrangements 
with  the  businessmen  they  serve  to  set  out  in  fairly  specific  detail  the  services 
they  are  to  perform.  This  might  be  inferred  as  being  an  exercise  of  some  degree 
of  control  over  the  merchant  policemen.  Since  these  arrangements  are  ordinarily 
entered  into  on  a  monthly  basis  and  are  continued  until  terminated,  they  are 
undoubtedly  permanent  within  the  meaning  of  the  second  factor  listed  in  para¬ 
graph  (3)  of  the  proposed  definition.  This  type  of  work  is  not  integrated  in  the 
business  of  the  persons  served  by  it  since  it  is  a  purely  incidental  service  function. 
However,  little  skill  is  required  for  this  work  and  little  or  no  investment  is  required 
unless  the  service  is  performed  by  a  fairly  large-scale  merchant  police  organization. 
An  individual  who  contracts  his  personal  services  as  a  merchant  policeman  has 
no  opportunity  for  profit  or  loss.  Therefore,  all  of  the  factors  listed  in  paragraph 
(3),  with  the  exception  of  integration,  point,  at  least  to  some  extent,  toward  the 
existence  of  employee  status,  in  spite  of  the  fact  that  holding  a  merchant  policeman 
to  be  an  employee  would  result  in  his  having  a  large  number  of  employers. 

14.  MISCELLANEOUS 

The  proposed  definition  may  result  in  defining  employer-employee  status  to 
include  a  wide  range  of  service  relationships,  in  addition  to  those  listed  above, 
which  have  heretofore  been  considered  independent  contractor  relationships. 
Among  these  are  the  following: 

(a)  Free-lance  artists  who  sell  their  work  to  newspapers  and  magazines 

While  these  artists  are  subject  to  no  control  over  the  performance  of  their  work 
and  often  select  their  own  projects,  they  might  be  considered  employees  if  they 
sell  the  products  of  their  work  fairly  consistently  to  the  same  publication  or 
publications,  since  they  have  little  investment  in  the  facilities  for  work  and  may 
have  only  slight  opportunities  for  profit  or  loss. 

(&)  Bulk  oil  plant  operators 

Wholesale  distributors  of  oil  products  may  have  quite  extensive  investments  and 
may  hire  numerous  employees,  but  they  are  subject  to  some  regulation  by  the  oil 
companies  whose  products  they  distribute.  There  is  permanency  in  their  rela¬ 
tionship  with  the  oil  companies,  and  they  are  closely  integrated  in  the  business  of 
the  oil  companies,  since  they  perform  the  integral  function  of  serving  as  outlets 
for  oil  company  products. 
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(c)  Gas  station  operators 

Gas  station  operators  who  lease  their  stations  from  oil  companies  or  distributors 
may  have  only  limited  investments  in  their  facilities,  and  permanency  is  con¬ 
templated  in  their  relationship  with  the  oil  companies  or  distributors.  Further¬ 
more,  retail  outlets  are  integral  to  the  production,  distribution,  and  sale  of  oil 
products  and  a  relatively  slight  degree  of  skill  is  required  for  this  work.  Conse¬ 
quently,  although  the  degree  of  control  exercised  over  gas-station  operators  may 
be  slight  and  although  they  may  have  considerable  opportunities  for  profit  or 
loss,  they  might  be  treated  as  employees  under  paragraph  (3)  of  the  proposed 
definition. 


APPENDIX  B 

The  following  draft,  in  lieu  of  paragraph  (3)  of  the  definition  in  the  committee 
print,  indicates,  in  our  opinion,  a  proper  approach  to  extension  of  the  definition 
of  employee  beyond  the  usual  common-law  rule.  This  draft  would  include  as 
employees  the  bulk  of  the  individuals  which  the  Federal  Security  Agency  has 
indicated  would  be  covered  under  the  economic-dependency  test.  The  committee 
could,  of  course,  eliminate  from  or  add  to  the  categories  covered  by  this  definition, 
depending  on  whether  they  desire  broader  or  narrower  coverage. 

“(d)  The  term  ‘employee’  means — - 

$$$$$$$ 

“  (3)  any  individual  (other  than  an  individual  who  is  an  employee  under 
paragraphs  (1)  or  (2)  of  this  subsection),  who  performs  services  for  remuneration 
for  any  person — 

(A)  as  an  outside  salesman  in  the  manufacturing  or  wholesale  trade; 

(B)  as  a  full-time  life  insurance  salesman; 

(C)  as  a  driver-lessee  of  a  taxicab; 

(D)  as  a  home  worker  on  materials  or  goods  which  are  furnished  by  the 
person  for  whom  the  services  are  performed  and  which  are  required  to  be 
returned  to  such  person  or  to  a  person  designated  by  him; 

(E)  as  a  contract-logger; 

(F)  as  a  lessee  or  licensee  of  space  within  a  mine  when  substantially  all 
of  the  product  of  such  services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor;  or 

(G)  as  a  house-to-house  salesman  if  under  the  contract  of  services  or  in 
fact  such  individual  (i)  is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the  services  with  respect  to 
designated  or  regular  customers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or  similar  services  for  any  other 
person — 

if  the  contract  of  service  contemplates  that  substantially  all  of  such  services 
(other  than  the  services  described  in  subparagraph  (F))  are  to  be  performed 
personally  by  such  individual,  except  that  an  individual  shall  not  be  included 
in  the  term  ‘employee’  under  the  provisions  of  this  paragraph  if  such  individual 
has  a  substantial  investment  (other  than  the  investment  by  a  salesman  in  facili¬ 
ties  for  transportation)  in  the  facilities  of  the  trade,  occupation,  business,  or  pro¬ 
fession  with  respect  to  which  the  services  are  performed,  or  if  the  services  are  in 
the  nature  of  a  single  transaction  not  part  of  a  continuing  relationship  with  the 
person  for  whom  the  services  are  performed.” 

o 


- 


81st  CONGRESS 
1st  Session 


Union  Calendar  No.  536 

H.  R.  6000 

[Report  No.  1300] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

August  15, 1949 

Mr.  Doughton  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Ways  and  Means 

August  22, 1949 

Committed  to  the  Committee  of  the  Whole  House  on  the  State  of  the  Union 

and  ordered  to  be  printed 


A  SILL 

To  extend  and  improve  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  this  Act,  with  the  following  table  of  contents,  may  be 

4  cited  as  the  “Social  Security  Act  Amendments  of  1949”. 
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TITLE  I— AMENDMENTS  TO  TITLE  II  OE  THE 
SOCIAL  SECURITY  ACT 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS 

Sec.  101.  (a)  Section  202  of  the  Social  Security  Act  is 
amended  to  read  as  follows: 

‘‘OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFIT  PAYMENTS 
“Old-Age  Insurance  Benefits 
“Sec.  202.  (a)  Every  individual  who — 

“(1)  is  a  fully  insured  individual  (as  defined  in 
section  214  (a)  ) , 

“(2)  has  attained  retirement  age  (as  defined  in 
section  216  (a)),  and 

“(3)  has  filed  application  for  old-age  insurance 
benefits  or  was  entitled  to  disability  insurance  bene- 
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fits  for  the  month  preceding  the  month  in  which  he 
attained  retirement  age, 

shall  be  entitled  to  an  old-age  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
such  individual  becomes  so  entitled  to  such  insurance  benefits 
and  ending  with  the  month  preceding  the  month  in  which 
he  dies.  Such  individual’s  old-age  insurance  benefit  for  any 
month  shall  be  equal  to  his  primary  insurance  amount  (as 
defined  in  section  215  (a))  for  such  month. 

“Wife’s  Insurance  Benefits 

“(b)  (1)  The  wife  (as  defined  in  section  216  (b)  )  of 
an  individual  entitled  to  old-age  insurance  benefits,  if  such 
wife — 

“(A)  has  filed  application  for  wife’s  insurance 
benefits, 

“(B)  has  attained  retirement  age  or  has  in  her  care 
(individually  or  jointly  with  her  husband)  at  the  time 
of  filing  such  application  a  child  entitled  to  a  child’s 
insurance  benefit  on  the  basis  of  the  wages  or  self- 
employment  income  of  her  husband, 

“(C)  wras  living  with  such  individual  at  the  time 
such  application  wras  filed,  and 

“(D)  is  not  entitled  to  old-age  insurance  bene¬ 
fits,  or  is  entitled  to  old-age  insurance  benefits  each 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


9 


of  which  is  less  than  one-half  of  an  old-age  insurance 
benefit  of  her  husband, 

shall  be  entitled  to  a  wife’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and  end¬ 
ing  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs :  she  dies,  her  husband 
dies,  they  are  divorced  a  vinculo  matrimonii,  no  child  of  her 
husband  is  entitled  to  a  child’s  insurance  benefit  and  she  has 
not  attained  retirement  age,  or  she  becomes  entitled  to  an 
old-age  insurance  benefit  equal  to  or  exceeding  one-half 
of  an  old-age  insurance  benefit  of  her  husband. 

“  (2)  Such  wife’s  insurance  benefit  for  each  month  shall 
be  equal  to  one-half  of  the  old-age  insurance  benefit  of  her 
husband  for  such  month. 

“Child’s  Insurance  Benefits 

“(c)  (1)  Every  child  (ns  defined  in  section  216  (e)  ) 
of  an  individual  entitled  to  old-age  insurance  benefits,  or 
of  an  individual  who  died  a  fully  or  currently  insured  in¬ 
dividual  (as  defined  in  section  214)  after  1939,  if  such  child — 
“(A)  has  filed  application  for  child’s  insurance 
benefits, 

“(B)  at  the  time  such  application  was  filed  was  un¬ 
married  and  had  not  attained  the  age  of  eighteen,  and 
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"(0.)  was  dependent  upon  such  individual  at  the 
time  such  application  was  filed,  or,  if  such  individual 
has  died,  was  dependent  upon  such  individual  at  the 
time  of  such  individuars  death, 
shall  be  entitled  to  a  child’s  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  1949  in  which  such 
child  becomes  so  entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  such  child  dies,  marries,  is 
adopted  (except  for  adoption  by  a  stepparent,  grandparent, 
aunt,  or  uncle  subsequent  to  the  death  of  such  fully  or 
currently  insured  individual),  or  attains  the  age  of  eighteen. 

“(2)  Such  child’s  insurance  benefit  for  each  month 
shall,  if  the  individual  on  the  basis  of  whose  wages  or  self- 
employment  income  the  child  is  entitled  to  such  benefit  has 
not  died  prior  to  the  end  of  such  month,  be  equal  to  one-half 
of  the  old-age  insurance  benefit  of  such  individual  for  such 
month.  Such  child’s  insurance  benefit  for  each  month  shall, 
if  such  individual  has  died  in  or  prior  to  such  month,  be 
equal  to  three-fourths  of  the  primary  insurance  amount  of 
such  individual,  except  that,  if  there  is  more  than  one  child 
entitled  to  benefits  on  the  basis  of  such  individual’s  wages 
or  self-employment  income,  each  such  child’s  insurance 
benefit  for  such  month  shall  be  equal  to  the  sum  of  (A) 
one-half  of  the  primary  insurance  amount  of  such  individual, 
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and  (B)  one-fourtli  of  such  primary  insurance  amount 
divided  by  the  number  of  such  children. 

“(3)  A  child  shall  be  deemed  dependent  upon  his 
father  or  adopting  father  at  the  time  specified  in  paragraph 
(1)  (C)  unless,  at  such  time,  such  individual  was  not 

living  with  or  contributing  to  the  support  of  such  child 
and — 

“(A)  such  child  is  neither  the  legitimate  nor 
adopted  child  of  such  individual,  or 

“(B)  such  child  had  been  adopted  by  some  other 
individual,  or 

“(C)  such  child  was  living  with  and  wras  receiving 
more  than  one-half  of  his  support  from  his  stepfather. 
“  (4)  A  child  shall  be  deemed  dependent  upon  his  step¬ 
father  at  the  time  specified  in  paragraph  (1)  (C)  if,  at 

such  time,  the  child  was  living  with  or  was  receiving  at 
least  one-half  of  his  support  from  such  stepfather. 

“  (5)  A  child  shall  be  deemed  dependent  upon  his  natu¬ 
ral  or  adopting  mother  at  the  time  of  her  death  if,  at  such 
time,  she  was  both  a  fully  and  a  currently  insured  individual. 
A  child  shall  also  be  deemed  dependent  upon  his  natural  or 
adopting  mother,  or  upon  his  stepmother,  at  the  time  speci¬ 
fied  in  paragraph  (1)  (C)  if,  at  such  time,  (A) 

she  was  living  with  or  contributing  to  the  support  of 
such  child,  and  (B)  either  (i)  such  child  was  neither 
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living  with  nor  receiving  contributions  from  his  father  or 
adopting  father,  or  (ii)  such  child  was  receiving  at  least 
one-half  of  his  support  from  her. 

“Widow’s  Insurance  Benefits 
“(d)  (1)  The  widow  (as  defined  in  section  216  (c)  ) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  widow — 

“(A)  has  not  remarried, 

“(B)  has  attained  retirement  age, 

“(C)  has  filed  application  for  widow’s  insurance 
benefits  or  was  entitled,  after  attainment  of  retirement 
age,  to  wife’s  insurance  benefits,  on  the  basis  of  the 
wages  or  self-employment  income  of  such  individual, 
for  the  month  preceding  the  month  in  which  he  died, 
“(D)  was  living  with  such  individual  at  the  time 
of  his  death,  and 

“(E)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband, 
shall  he  entitled  to  a  widow’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  she  remarries,  dies,  or  becomes 
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entitled  to  an  old-age  Insurance  benefit  equal  to  or  exceed¬ 
ing  three-fourths  of  the  primary  insurance  amount  of  her 
deceased  husband. 

“(2)  Such  widow’s  insurance  benefit  for  each  month 
shall  he  equal  to  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband. 

“Mother’s  Insurance  Benefits 
“(e)  (1)  The  widow  and  every  former  wife  divorced 
(as  defined  in  section  216  (d)  )  of  an  individual  who  died 
a  fully  or  currently  insured  individual  after  1939,  if  such 
widow  or  former  wife  divorced — 

“(A)  has  not  remarried, 

“(B)  is  not  entitled  -to  a  widow’s  insurance  benefit, 
“(C)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  such  individual, 

“(D)  has  filed  application  for  mother’s  insurance 
benefits, 

“(E)  at  the  time  of  filing  such  application  has  in 
her  care  a  child  of  such  individual  entitled  to  a  child’s 
insurance  benefit,  and 

“(E)  (i)  in  the  case  of  a  widow,  was  living 
with  such  individual  at  the  time  of  his  death,  or  (ii)  in 
the  case  of  a  former  wife  divorced,  was  receiving 
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from  such  individual  (pursuant  to  agreement  or  court 
order)  at  least  one-half  of  her  support  at  the  time  of  his 
death,  and  the  child  referred  to  in  clause  (E)  is  her 
son,  daughter,  or  legally  adopted  child  and  the  benefits 
referred  to  in  such  clause  are  payable  on  the  basis  of 
such  individuars  wages  or  self-employment  income, 
shall  be  entitled  to  a  mother’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and  ending 
with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  no  child  of  such  deceased 
individual  is  entitled  to  a  child’s  insurance  benefit,  such  widow 
or  former  wife  divorced  becomes  entitled  to  an  old-age 
insurance  benefit  equal  to  or  exceeding  tliree-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual,  she 
becomes  entitled  to  a  widow’s  insurance  benefit,  she  remar¬ 
ries,  or  she  dies.  Entitlement  to  such  benefits  shall  also 
end,  in  the  case  of  a  former  wife  divorced,  with  the  month 
immediately  preceding  the  first  month  in  which  no  son, 
daughter,  or  legally  adopted  child  of  such  former  wife 
divorced  is  entitled  to  a  child’s  insurance  benefit  on  the  basis 
of  the  wages  or  self-employment  income  of  such  deceased 
individual. 

“(2)  Such  mother’s  insurance  benefit  for  each  month 
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shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“Parent’s  Insurance  Benefits 
“(f)  (1)  Ever}^  parent  (as  defined  in  this  subsection) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  individual  did  not  leave  a  widow  who  meets 
the  conditions  in  subsection  (d)  (1)  (D)  and  (E)  or 

an  unmarried  child  under  the  age  of  eighteen  deemed 
dependent  on  such  individual  under  subsection  (c)  (3), 

(4) ,  or  (5) ,  and  if  such  parent — 

“  (A)  has  attained  retirement  age, 

“(B)  was  receiving  at  least  one-half  of  his  support 
from  such  individual  at  the  time  of  such  individual’s 
death  and  filed  proof  of  such  support  within  two  years  of 
such  date  of  death, 

“(C)  has  not  married  since  such  individual’s  death, 
“(D)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual,  and 

“(E)  has  filed  application  for  parent’s  insurance 
benefits, 

shall  be  entitled  to  a  parent’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
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such  parent  becomes  so  entitled  to  such  parent’s  insurance 
benefits  and  ending  with  the  month  preceding  the  first 
month  in  which  any  of  the  following  occurs:  such 
parent  dies,  marries,  or  becomes  entitled  to  an  old-age  in¬ 
surance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual. 

“(2)  Such  parent’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“(3)  As  used  in  this  subsection,  the  term  ‘parent’ 
means  the  mother  or  father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted  before  such  individual 
attained  the  age  of  sixteen,  or  an  adopting  parent  by  whom 
an  individual  was  adopted  before  he  attained  the  age  of 
sixteen. 

“Lump-Sum  Death  Payments 

“(g)  Upon  the  death,  after  1949,  of  an  individual  who 
died  a  fully  or  currently  insured  individual,  an  amount  equal 
to  three  times  such  individual’s  primary  insurance  amount 
shall  be  paid  in  a  lump  sum  to  the  person,  if  any,  determined 
by  the  Administrator  to  be  the  widow  or  widower  of  the 
deceased  and  to  have  been  living  with  the  deceased  at  the 
time  of  death.  If  there  is  no  such  person,  or  if  such  person 
dies  before  receiving  payment,  then  such  amount  shall  be 
paid  to  any  person  or  persons,  equitably  entitled  thereto, 
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to  the  extent  and  in  the  proportions  that  he  or  they  shall 
have  paid  the  expenses  of  burial  of  such  insured  individual. 
No  payment  shall  be  made  to  any  person  under  this  sub¬ 
section  unless  application  therefor  shall  have  been  filed,  by  or 
on  behalf  of  any  such  person  (whether  or  not  legally  com¬ 
petent)  ,  prior  to  the  expiration  of  two  years  after  the  date 
of  death  of  such  insured  individual. 

“Application  for  Monthly  Insurance  Benefits 
“(h)  (1)  An  individual  who  would  have  been  entitled 
to  a  benefit  under  subsection  (a),  (b),  (c),  (d),  (e),or 
(f)  for  any  month  after  1949  had  he  filed  application 
therefor  prior  to  the  end  of  such  month  shall  be  entitled  to 
such  benefit  for  such  month  if  he  files  application  therefor 
prior  to  the  end  of  the  sixth  month  immediately  succeeding 
such  month.  Any  benefit  for  a  month  prior  to  the  month  in 
which  application  is  filed  shall  be  reduced,  to  any  extent 
that  may  be  necessary,  so  that  it  will  not  render  erroneous 
any  benefit  which,  before  the  filing  of  such  application,  the 
Administrator  has  certified  for  payment  for  such  prior  month. 

“(2)  No  application  for  any  benefit  under  this  section 
for  any  month  after  1949  which  is  filed  prior  to  three  months 
before  the  first  month  for  which  the  applicant  becomes  en¬ 
titled  to  such  benefit  shall  be  accepted  as  an  application  for 
the  purposes  of  this  section;  and  any  application  filed  within 
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such  three  months’  period  shall  be  deemed  to  have  been 
filed  in  such  first  month. 

“Simultaneous  Entitlement  to  Benefits 
“  (i)  (1)  Any  individual  who  is  entitled  for  any  month 
to  more  than  one  monthly  insurance  benefit  (other  than  an 
old-age  insurance  benefit)  under  this  title  shall  be  entitled 
to  only  one  such  monthly  benefit  for  such  month,  such  ben¬ 
efit  to  be  the  largest  of  the  monthly  benefits  to  which  he 
(but  for  this  paragraph)  would  otherwise  be  entitled  for 
such  month. 

“  ( 2 )  If  an  individual  is  entitled  to  an  old-age  in¬ 
surance  benefit  for  any  month  and  to  any  other  monthly 
insurance  benefit  for  such  month,  such  other  insurance  ben¬ 
efit  for  such  month  shall  be  reduced  (after  any  reduction 
under  section  203  (a)  )  by  an  amount  equal  to  such  old- 
age  insurance  benefit. 

“Entitlement  to  Survivor  Benefits  Under  Bailroad 

Retirement  Act 

“  (j)  If  any  person  would  be  entitled,  upon  filing  appli¬ 
cation  therefor,  to  an  annuitv  under  section  5  of  the  Rail- 
road  Retirement  Act  of  1937,  or  to  a  lump-sum  payment 
under  subsection  (f)  (1)  of  such  section,  with  respect  to 
the  death  of  an  employee  (as  defined  in  such  Act) ,  no 
lump-sum  death  payment,  and  no  monthly  benefit  for  the 
month  in  which  such  employee  died  or  for  any  month  there- 
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1  after,  shall  be  paid  under  this  section  to  any  person  on  the 

2  basis  of  the  wages  or  self-employment  income  of  such  em- 

3  ployee.” 

4  (b)  (1)  Except  as  provided  in  paragraph  (3),  the 

5  amendment  made  by  subsection  (a)  of  this  section  shall 

6  take  effect  January  1,  1950. 

7  (2)  Section  205  (m)  of  the  Social  Security  Act  is  re- 

8  pealed  effective  with  respect  to  monthly  benefits  under 

9  section  202  of  the  Social  Security  Act,  as  amended  by  this 

10  Act,  for  months  after  1949. 

11  (3)  Section  202  (h)  (2)  of  the  Social  Security  Act,  as 

12  amended  by  this  Act,  shall  take  effect  October  1,  1949. 

13  (c)  (1)  Any  individual  entitled  to  primary  insurance 

14  benefits  or  widow’s  current  insurance  benefits  under  section 

15  202  of  the  Social  Security  Act  as  in  effect  prior  to  its 

16  amendment  by  this  Act  who  would,  but  for  the  enactment 

17  of  this  Act,  be  entitled  to  such  benefits  for  January  1950 

18  shall  be  deemed  to  be  entitled  to  old-age  insurance  bene- 

19  fits  or  mother’s  insurance  benefits  (as  the  case  may  be) 

20  under  section  202  of  the  Social  Security  Act,  as  amended 

21  by  this  Act,  as  though  such  individual  became  entitled  to 

22  such  benefits  in  January  1950,  the  primary  insurance  amount 

23  on  which  such  benefits  are  based  to  be  determined  as  pro- 

24  vided  in  section  111  of  this  Act. 

25  (2)  Any  individual  entitled  to  any  other  monthly  in- 
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surance  benefits  under  section  202  of  the  Social  Security 
Act  as  in  effect  prior  to  its  amendment  by  this  Act  who 
would,  but  for  the  enactment  of  this  Act,  be  entitled  to  such 
benefits  for  January  1950  shall  be  deemed  to  be  entitled 
to  such  benefits  under  section  202  of  the  Social  Security  Act, 
as  amended  by  this  Act,  as  though  such  individual  became 
entitled  to  such  benefits  in  January  1950,  the  primary 
insurance  amount  on  which  such  benefits  are  based  to  be 
determined  as  provided  in  section  111  of  this  Act. 

(3)  Any  individual  who  files  application  after  1949 
for  monthly  benefits  under  any  subsection  of  section  202 
of  the  Social  Security  Act  who  would,  but  for  the  enact¬ 
ment  of  this  Act,  be  entitled  to  benefits  under  such  subsection 
(as  in  effect  prior  to  such  enactment)  for  any  month  prior 
to  1950  shall  be  deemed  entitled  to  such  benefits  for  such 
month  prior  to  1950  to  the  same  extent  and  in  the  same 
amounts  as  though  this  Act  had  not  been  enacted. 

(d)  In  the  case  of  any  parent  of  an  individual  who — 

(1)  died  after  June  1947  but  prior  to  1950, 

(2)  was  not  a  fully  insured  individual  under  the 
provisions  of  section  209  (g)  of  the  Social  Security 
Act  as  in  effect  at  the  time  of  his  death,  and 

(3)  who  is  insured  under  the  provisions  of  section 
214  (a)  of  such  Act,  as  amended  by  this  Act, 

such  parent  shall  be  deemed  to  have  met  the  requirement, 
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in  section  202  (f)  (1)  r(B)’  of  such  Act  as  so  amended, 
of  filing  proof  of  support  within  two  years  of  the  date  of 
such  individual’s  death  if  such  proof  is  filed  prior  to  1952. 

(e)  Lump-sum  death  payments  shall  be  made  in  the 
case  of  individuals  who  died  prior  to  1950  as  though  this 
Act  had  not  been  enacted;  except  that  in  the  case  of  any 
individual  who  died  outside  the  forty-eight  States  and  the 
District  of  Columbia  after  December  6,  1941,  and  prior 
to  August  10,  1946,  the  last  sentence  of  section  202  (g) 
of  the  Social  Security  Act  shall  not  be  applicable  if  appli¬ 
cation  for  a  lump-sum  death  payment  is  filed  prior  to  1952. 

MAXIMUM  BENEFITS 

Sec.  102.  (a)  So  much  of  section  203  of  the  Social 
Security  Act  as  precedes  subsection  (d)  is  amended  to  read 
as  follows: 

“reduction  of  insurance  benefits  other  than 

DISABILITY  BENEFITS 
“Maximum  Benefits 

“Sec.  203.  (a)  Whenever  the  total  of  monthly  benefits 
to  which  individuals  are  entitled  under  section  202  for  a 
month  on  the  basis  of  the  wages  or  self-employment  income 
of  an  individual  exceeds  $150,  or  exceeds  80  per  centum 
of  his  average  monthly  wage  (as  defined  in  section  215 
(c)  ) ,  such  total  of  benefits  shall,  after  any  deductions 
under  this  section,  be  reduced  to  $150  or  to  80  per  centum 
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of  his  average  monthly  wage,  whichever  is  the  lesser. 
Whenever  a  reduction  is  made  under  this  subsection,  each 
benefit,  except  the  old-age  insurance  benefit,  shall  be  pro¬ 
portionately  decreased.” 

(b)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  with  respect  to  benefits  for  months 
after  1949. 

DEDUCTIONS  FROM  BENEFITS 
Sec.  103.  (a)  Subsections  (d),  (e),  (f),  (g) ,  and 
(h)  of  section  203  of  the  Social  Security  Act  are  amended 
to  read  as  follows: 

“Deductions  on  Account  of  Work  or  Failure  to  Have  Child 

in  Care 

“(b)  Deductions,  in  such  amounts  and  at  such  time  or 
times  as  the  Administrator  shall  determine,  shall  be  made 
from  any  payment  or  payments  under  this  title  to  which  an 
individual  is  entitled,  until  the  total  of  such  deductions  equals 
such  individual’s  benefit  or  benefits  under  section  202  for 
any  month  after  1949 — 

“  ( 1 )  in  which  such  individual  is  under  the  age 
of  seventy-five  and  in  which  he  rendered  services  for 
wages  (as  determined  under  section  209  without  regard 
to  subsection  (a)  thereof)  of  more  than  $50;  or 
“(2)  in  which  such  individual  is  under  the  age  of 
seventy-five  and  for  which  month  he  is  charged,  under 
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the  provisions  of  subsection  (e)  of  this  section,  with  net 
earnings  from  self-employment  of  more  than  $50;  or 

“(3)  in  which  such  individual,  if  a  wife  under  re¬ 
tirement  age  entitled  to  a  wife’s  insurance  benefit,  did 
not  have  in  her  care  (individually  or  jointly  with  her 
husband)  a  child  of  her  husband  entitled  to  a  child’s 
insurance  benefit;  or 

“  (4)  in  which  such  individual,  if  a  widow  entitled 
to  a  mother’s  insurance  benefit,  did  not  have  in  her  care 
a  child  of  her  deceased  husband  entitled  to  a  child’s 
insurance  benefit;  or 

“(5)  in  which  such  individual,  if  a  former  wife 
divorced  entitled  to  a  mother’s  insurance  benefit,  did 
not  have  in  her  care  a  child,  of  her  deceased  former 
husband,  who  (A)  is  her  son,  daughter,  or  legally 
adopted  child  and  (B)  is  entitled  to  a  child’s  insurance 
benefit  with  respect  to  the  wages  or  self-employment 
income  of  her  deceased  former  husband. 

“Deductions  From  Dependents’  Benefits  Because  of  Work 
by  Old-Age  Insurance  Beneficiary 
“(c)  Deductions  shall  be  made  from  any  wife’s  or  child’s 
insurance  benefit  to  which  a  wife  or  child  is  entitled,  until 
the  total  of  such  deductions  equals  such  wife’s  or  child’s  in¬ 
surance  benefit  or  benefits  under  section  202  for  any  month 
after  1949 — 
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“  (1)  in  which  the  individual,  on  the  basis  of  whose 
wages  or  self-employment  income  such  benefit  was  pay¬ 
able,  is  under  the  age  of  seventy-five  and  in  which  he 
rendered  services  for  wages  (as  determined  under  section 
209  without  regard  to  subsection  (a)  thereof)  of  more 
than  $50;  or 

“(2)  in  which  the  individual  referred  to  in  para¬ 
graph  (1)  is  under  the  age  of  seventy-five  and  for 
which  month  he  is  charged,  under  the  provisions  of 
subsection  (e)  of  this  section,  with  net  earnings  from 
self-employment  of  more  than  $50. 

“Occurrence  of  More  Than  One  Event 
“(d)  If  more  than  one  event  specified  in  subsections 
(b)  and  (c)  occurs  in  any  one  month  which  would  occasion 
deductions  equal  to  a  benefit  for  such  month,  only  an  amount 
equal  to  such  benefit  shall  be  deducted.  The  charging  of 
net  earnings  from  self-employment  to  any  month  shall  be 
treated  as  an  event  occurring  in  the  month  to  which  such 
net  earnings  are  charged. 

“Months  to  Which  Net  Earnings  Are  Charged 
“(e)  Eor  the  purposes  of  subsections  (b)  and  (c)  — 
“(1)  If  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  not  more  than 
the  product  of  $50  times  the  number  of  months  in  such 
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year,  no  month  in  such  year  shall  be  charged  with  more 
than  $50  of  net  earnings  from  self-employment. 

“(2)  If  an  individual's  net  earnings  from  self- 

employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year,  each 
month  of  such  year  shall  be  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be 
further  charged  to  months  as  follows:  The  first  $50 
of  such  excess  shall  be  charged  to  the  last  month 
of  such  taxable  year,  and  the  balance,  if  any,  of 

such  excess  shall  be  charged  at  the  rate  of  $50 
per  month  to  each  preceding  month  in  such  year 
until  all  of  such  balance  has  been  applied,  except  that 

no  part  of  such  excess  shall  be  charged  to  any  month 

(A)  for  which  such  individual  was  not  entitled  to  a 
benefit  under  this  title,  (B)  in  which  an  event  de¬ 
scribed  in  paragraph  (1),  (3),  (4),  or  (5)  of  sub¬ 
section  (b)  occurred,  (C)  in  which  such  individual  was 
age  seventy-five  or  over,  or  (D)  in  which  such 
individual  did  not  engage  in  self-employment. 

“(3)  (A)  As  used  in  paragraph  (2),  the  term 
‘last  month  of  such  taxable  year'  means  the  latest  month 
in  such  year  to  which  the  charging  of  the  excess  de- 
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scribed  in  such  paragraph  is  not  prohibited  by  the  appli¬ 
cation  of  clauses  (A),  (B),  (C),and  (D)  thereof. 

“(B)  For  the  purposes  of  clause  (D)  of  paragraph 
(2) ,  an  individual  will  he  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in 
such  month  until  it  is  shown  to  the  satisfaction  of  the 
Administrator  that  such  individual  rendered  no  sub¬ 
stantial  services  in  such  month  with  respect  to  any 
trade  or  business  the  net  income  or  loss  of  which  is 
includible  in  computing  his  net  earnings  from  self- 
employment  for  any  taxable  year.  The  Administrator 
shall  by  regulations  prescribe  the  methods  and  criteria 
for  determining  whether  or  not  an  individual  has 
rendered  substantial  services  with  respect  to  any  trade 
or  business. 

“Penalty  for  Failure  to  Report  Certain  Events 
“(f)  Any  individual  in  receipt  of  benefits  subject  to 
deduction  under  subsection  (b)  or  (c)  (or  who  is  in 
receipt  of  such  benefits  on  behalf  of  another  individual) , 
because  of  the  occurrence  of  an  event  specified  therein  (other 
than  an  event  described  in  subsection  (b)  (2)  or  (c)  (2)), 
shall  report  such  occurrence  to  the  Administrator  prior 
to  the  receipt  and  acceptance  of  an  insurance  benefit  for 
the  second  month  following  the  month  in  which  such  event 
occurred.  Any  such  individual  having  knowledge  thereof, 
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who  fails  to  report  any  such  occurrence,  shall  suffer  an 
additional  deduction  equal  to  that  imposed  under  subsection 
(b)  or  (c),  except  that  the  first  additional  deduction  im¬ 
posed  by  this  subsection  in  the  case  of  any  individual  shall 
not  exceed  an  amount  equal  to  one  month’s  benefit  even 
though  the  failure  to  report  is  with  respect  to  more  than 
one  month. 

“Beport  to  Administrator  of  Net  Earnings  From 

Self-Employment 

“  (g)  (1)  If  an  individual  is  entitled  to  any  monthly  in¬ 
surance  benefit  under  section  202  during  any  taxable  year  in 
which  he  has  net  earnings  from  self-employment  in  excess 
of  the  product  of  $50  times  the  number  of  months 
in  such  year,  such  individual  (or  the  individual  who 
is  in  receipt  of  such  benefit  on  his  behalf)  shall 
make  a  report  to  the  Administrator  of  his  net  earn¬ 
ings  from  self-employment  for  such  taxable  year.  Such 
report  shall  be  made  on  or  before  the  fifteenth  day  of  the 
third  month  following  the  close  of  such  year,  and  shall  contain 
such  information  and  be  made  in  such  manner  as  the  Admin¬ 
istrator  may  by  regulations  prescribe.  Such  report  need  not 
be  made  for  any  taxable  year  beginning  with  or  after  the 
month  in  which  such  individual  attained  the  age  of  seventy- 
five. 

“(2)  If  an  individual  fails  to  make  a  report  required 
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under  paragraph  ( 1 ) ,  within  the  time  prescribed  therein, 
of  his  net  earnings  from  self-emplo}unent  for  any  taxable 
year  and  any  deduction  is  imposed  under  subsection  (b)  (2) 
by  reason  of  such  net  earnings — 

‘‘(A)  such  individual  shall  suffer  one  additional 
deduction  in  an  amount  equal  to  his  benefit  or  benefits 
for  the  last  month  in  such  taxable  year  for  which  he 
was  entitled  to  a  benefit  under  section  202 ;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
an  additional  deduction  in  the  same  amount  for  each 
month  or  fraction  thereof  during  which  such  failure 
continues  after  such  fourth  month; 
except  that  the  number  of  the  additional  deductions  required 
by  this  paragraph  shall  not  exceed  the  number  of  months  in 
such  taxable  year  for  which  such  individual  received  and 
accepted  insurance  benefits  under  section  202  and  for  which 
deductions  are  imposed  under  subsection  (b)  (2)  by 

reason  of  such  net  earnings  from  self-employment.  If 
more  than  one  additional  deduction  would  be  imposed  under 
this  paragraph  with  respect  to  a  failure  by  an  individual 
to  file  a  report  required  by  paragraph  ( 1 )  and  such  failure 
is  the  first  for  which  any  additional  deduction  is  imposed 
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under  this  paragraph,  only  one  additional  deduction  shall 
he  imposed  with  respect  to  such  first  failure. 

“(3)  If  the  Administrator  determines,  on  the  basis  of 
information  obtained  by  or  submitted  to  him,  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  bene¬ 
fits  under  section  202  for  any  taxable  year  will  suffer  deduc¬ 
tions  imposed  under  subsection  (b)  (2)  by  reason  of  his 
net  earnings  from  self-employment  for  such  yTear,  the 
Administrator  may,  before  the  close  of  such  taxable 
year,  suspend  the  payment  for  each  month  in  such  year 
(or  for  only  such  months  as  the  Administrator  may^  specify ) 
of  the  benefits  payable  on  the  basis  of  such  individual’s 
wages  and  self-employment  income;  and  such  suspension 
shall  remain  in  effect  with  respect  to  the  benefits  for  any 
month  until  the  Administrator  has  determined  whether  or  not 
any  deduction  is  imposed  for  such  month  under  subsection 
(b) .  The  Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  information  with  respect  to  such  net  earnings  as  the 
Administrator  may  specify.  A  failure  by  such  individual 
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to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (b)  (2)  by  reason  of 
his  net  earnings  from  self-employment  for  such  year. 
“Deductions  With  Bespect  to  Certain  Lump  Sum  Payments 
“(h)  Deductions  shall  also  be  made  from  any  old-age 
insurance  benefit  to  which  an  individual  is  entitled,  or  from 
any  other  insurance  benefit  payable  on  the  basis  of  such 
individual’s  wages  or  self-employment  income,  until  such 
deductions  total  the  amount  of  any  lump  sum  paid  to  such 
individual  under  section  204  of  the  Social  Security  Act  in 
force  prior  to  the  date  of  enactment  of  the  Social  Security 
Act  Amendments  of  1939. 

“Attainment  of  Age  Seventy-five 
“  (i)  For  the  purposes  of  this  section,  an  individual 
shall  be  considered  as  seventy-five  years  of  age  during  the 
entire  month  in  which  he  attains  such  age.” 

(b)  The  amendments  made  by  this  section  shall  take 
effect  January  1,  1950. 

DEFINITIONS 

Sec.  104.  (a)  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  209  and  inserting  in  lieu 
thereof  the  following: 
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“definition  of  wages 

“Sec.  209.  For  the  purposes  of  this  title,  the  term 
‘wages’  means  remuneration  paid  prior  to  1950  which  was 
wages  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  payment  of  such  remuneration,  and  remuneration  paid 
after  1949  for  employment,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other  than  cash;  except 
that,  in  the  case  of  remuneration  paid  after  1949,  such  term 
shall  not  include — 

“  (a)  That  part  of  the  remuneration  which,  after 
remuneration  ( other  than  remuneration  referred  to  in  the 
succeeding  subsections  of  this  section)  equal  to  $3,600 
with  respect  to  employment  has  been  paid  to  an  indi¬ 
vidual  by  an  employer  during  any  calendar  year,  is 
paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a 
trade  or  business  of  a  predecessor,  and  immediately 
after  the  acquisition  employs  in  his  trade  or  business  an 
individual  who  immediately  prior  to  the  acquisition  was 
employed  in  the  trade  or  business  of  such  predecessor, 
then,  for  the  purpose  of  determining  whether  such 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


32 


employer  has  paid  remuneration  (other  than  remu¬ 
neration  referred  to  in  the  succeeding  subsections  of  this 
section)  with  respect  to  employment  equal  to  $3,600 
to  such  individual  during  such  calendar  year,  any  re¬ 
muneration  with  respect  to  employment  paid  (or  con¬ 
sidered  under  this  subsection  as  having  been  paid)  to 
such  individual  by  such  predecessor  during  such  calendar 
year  and  prior  to  such  acquisition  shall  be  considered 
as  having  been  paid  by  such  employer; 

“(b)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his 
employees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide 
for  any  such  payment),  on  account  of  (1)  retirement, 
or  (2)  sickness  or  accident  disability,  or  (3)  medical 
or  hospitalization  expenses  in  connection  with  sickness 
or  accident  disability,  or  (4)  death; 

“(c)  Any  payment  made  to  an  empkwee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“(d)  Any  payment  on  account  of  sickness  or 
accident  disability,  or  medical  or  hospitalization  ex- 
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penses  in  connection  with  sickness  or  accident  disability, 
made  by  an  employer  to,  or  on  behalf  of,  an  employee 
after  the  expiration  of  six  calendar  months  following 
the  last  calendar  month  in  which  the  employee  worked 
for  such  employer; 

“(e)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  (1)  from  or  to  a  trust  exempt  from  tax 
under  section  165  (a)  of  the  Internal  Revenue  Code 
at  the  time  of  such  payment  unless  such  payment  is 
made  to  an  employee  of  the  trust  as  remuneration  for 
services  rendered  as  such  employee  and  not  as  a  bene¬ 
ficiary  of  the  trust,  or  (2)  under  or  to  an  annuity  plan 
which,  at  the  tune  of  such  payment,  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5),  and  (6) 
of  such  code; 

“(f)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (1) 
of  the  tax  imposed  upon  an  employee  under  section 
1400  of  the  Internal  Revenue  Code,  or  (2)  of  any 
payment  required  from  an  employee  under  a  State 
unemployment  compensation  law; 

“(g)  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of 
H.R.  6000 - 3 
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the  employer’s  trade  or  business  (including  domestic 
service  in  a  private  home  of  the  employer)  ;  or 

“(h)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  retirement  age  (as  defined  in  section  216 
( a )  ) ,  if  he  did  not  work  for  the  employer  in  the  period 
for  which  such  payment  is  made. 

Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  title,  be  considered  as  remuneration  paid  to  him  by 
his  employer;  except  that,  in  the  case  of  tips,  only  so  much 
of  the  amount  thereof  received  during  any  calendar  quarter 
as  the  employee,  before  the  expiration  of  ten  days  after  the 
close  of  such  quarter,  reports  in  writing  to  his  employer 
as  having  been  received  by  him  in  such  quarter  shall  be 
considered  as  remuneration  paid  by  his  employer,  and  the 
amount  so  reported  shall  he  considered  as  having  been  paid 
to  him  by  his  employer  on  the  date  on  which  such  report 
is  made  to  the  employer. 

“definition  of  employment 
“Sec.  210.  Tor  the  purposes  of  this  title — 

“Employment 

“  (a)  The  term  ‘employment’  means  any  service  per¬ 
formed  after  1936  and  prior  to  1950  which  was  employ- 
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ment  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  period  in  which  such  service  was  performed,  and  any 
service  of  whatever  nature  performed  after  1949  either 
(A)  by  an  employee  for  the  person  employing  him,  irrespec¬ 
tive  of  the  citizenship  or  residence  of  either,  (i)  within  the 
United  States,  or  (ii)  on  or  in  connection  with  an  American 
vessel  or  American  aircraft  under  a  contract  of  service  which 
is  entered  into  within  the  United  States  or  during  the  per¬ 
formance  of  which  the  vessel  or  aircraft  touches  at  a  port  in 
the  United  States,  if  the  employee  is  employed  on  and  in  con¬ 
nection  with  such  vessel  or  aircraft  when  outside  the  United 
States,  or  (B)  outside  the  United  States  by  a  citizen  of  the 
United  States  as  an  employee  for  an  American  employer 
(as  defined  in  subsection  (e)  )  ;  except  that,  in  the  case  of 
service  performed  after  1949,  such  term  shall  not  include — 

“(1)  Agricultural  labor  (as  defined  in  subsec¬ 
tion  (f)  )  ; 

‘‘(2)  (A)  Service  not  in  the  course  of  the  em¬ 

ployer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a 
farm  operated  for  profit; 

“(B)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 
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‘.‘(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  hy 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  he  deemed  to  he 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter.  As  used 
in  this  paragraph,  the  term  ‘service  not  in  the  course 
of  the  employer’s  trade  or  business’  includes  domestic 
service  in  a  private  home  of  the  employer; 

“  (4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother ; 

“(5)  Service  performed  by  an  individual  on  or 
in  connection  with  a  vessel  not  an  American  vessel, 
or  on  or  in  connection  with  an  aircraft  not  an  American 
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aircraft,  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States ; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumentality 
is  exempt  from  the  tax  imposed  by  section  1410  of  the 
Internal  Revenue  Code  by  virtue  of  any  provision  of 
law  which  specifically  refers  to  such  section  in  granting 
such  exemption; 

“(7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned 
by  the  United  States,  but  only  if  (i)  such  service  is 
covered  by  a  retirement  system,  established  by  a  law 
of  the  United  States,  for  employees  of  the  United  States 
or  of  such  instrumentality,  or  (ii)  such  service  is 
performed — 

“(A)  h}^  the  President  or  Vice  President  of 
the  United  States  or  by  a  Member,  Delegate,  or 
Resident  Commissioner,  of  or  to  the  Congress; 

“(B)  in  the  legislative  branch; 

“(C)  in  the  field  service  of  the  Post  Office 
Department; 

“(D)  in  or  under  the  Bureau  of  the  Census 


of  the  Department  of  Commerce  by  temporary  em- 
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ployees  employed  for  the  taking  of  any  census; 

“(E)  by  any  employee  who  is  excluded  by 
Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis ; 

“(E)  by  any  employee  receiving  nominal  com¬ 
pensation  of  $12  or  less  per  annum; 

“(G)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof; 

“(H)  by  any  employee  wrho  is  excluded  by 
Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  serv¬ 
ing  under  a  temporary  appointment  pending  final 
determination  of  eligibility  for  permanent  or  in¬ 
definite  appointment ; 

“(I)  by  any  consular  agent  appointed  under 
authority  of  section  551  of  the  Foreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951)  ; 

“  ( J)  by  any  employee  included  under  section 
2  of  the  Act  of  August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other  student  employees 
of  hospitals  of  the  Federal  Government;  5  U.  S.  C., 
sec.  1052)  ; 

“(K)  in  the  employ  of  the  Tennessee  Valley 
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Authority  in  a  position  which  Is  covered  by  a  retire¬ 
ment  system  established  by  such  Authority; 

“(L)  by  any  employee  serving  on  a  tempo¬ 
rary  basis  in  case  of  fire,  storm,  earthquake,  flood, 
or  other  emergency;  or 

“  (M)  by  any  employee  who  is  employed  under 
a  Federal  relief  program  to  relieve  him  from  un¬ 
employment  ; 

“(8)  (A)  Service  (other  than  service  included 

under  an  agreement  under  section  218  and  other  than 
service  to  which  subparagraph  (B)  of  this  paragraph 
is  applicable)  performed  in  the  employ  of  a  State,  or 
any  political  subdivision  thereof,  or  any  instrumentality 
of  any  one  or  more  of  the  foregoing  which  is  wholly 
owned  by  one  or  more  States  or  political  subdivisions; 

“(B)  Service  (other  than  service  included  under 
an  agreement  under  section  218)  performed  in  the  em¬ 
ploy  of  any  political  subdivision  of  a  State  in  connection 
with  the  operation  of  any  public  transportation  system 
unless  such  service  is  performed  by  an  employee  who — 
(i)  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system 
or  any  part  thereof;  and 
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“(ii)  prior  to  such  acquisition  rendered  services 
in  employment  (as  an  employee  of  a  person  other 
than  one  designated  in  subparagraph  (A)  of  this 
paragraph)  in  connection  with  the  operation  of 
such  transportation  system  or  part  thereof. 

In  the  case  of  an  employee  described  in  clauses  (i)  and 
(ii)  who  became  such  an  employee  in  connection  with 

an  acquisition  made  prior  to  1950,  this  subparagraph 

« 

shall  not  be  applicable  with  respect  to  such  employee 
if  the  political  subdivision  employing  him  files  with 
the  Commissioner  of  the  Internal  Revenue  prior  to 
January  1,  1950,  a  statement  that  it  does  not  favor 
the  inclusion  under  this  subparagraph  of  any  individual 
who  became  an  employee  in  connection  with  such  acqui¬ 
sitions  made  prior  to  1950.  For  the  purposes  of  this 
subparagraph  the  term  ‘political  subdivision’  includes 
an  instrumentality  of  one  or  more  political  subdivisions 
of  a  State ; 

“  ( 9 )  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order 
in  the  exercise  of  duties  required  by  such  order; 

“(10)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  defined  in  sec¬ 
tion  1532  of  the  Internal  Revenue  Code; 
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“(11)  (A)  Service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from 
income  tax  under  section  101  of  the  Internal  Revenue 
Code,  if  the  remuneration  for  such  service  is  less  than 
$100; 

“(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly  attending  classes 
at  such  school,  college,  or  university; 

“  (12)  Service  performed  in  the  employ  of  a  foreign 
government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative)  ; 

“  ( 13)  Service  performed  in  the  employ  of  an  instru¬ 
mentality  wholly  owned  by  a  foreign  government — 

“  (A)  If  the  service  is  of  a  character  similar  to 
that  performed  in  foreign  countries  by  employees  of 
the  United  States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
employees  thereof  exemption  is  claimed,  grants  an 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
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the  United  States  Government  and  of  instrumentali¬ 
ties  thereof; 

“(14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law; 

“(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity),  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  ; 

“(16)1  (A)  Service  performed  by  an  individual 
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under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution ; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him  at 
a  fixed  price,  his  compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the  amount  at 
which  the  newspapers  or  magazines  are  charged  to  him, 
whether  or  not  he  is  guaranteed  a  minimum  amount  of 
compensation  for  such  service,  or  is  entitled  to  he 
credited  with  the  unsold  newspapers  or  magazines  turned 
back; 

“(17)  Service  performed  in  the  employ  of  an  inter¬ 
national  organization  entitled  to  enjoy  privileges,  ex¬ 
emptions,  and  immunities  as  an  international  organiza¬ 
tion  under  the  International  Organizations  Immunities 
Act  (59  Stat.  669)  ;  or 

“(18)  Service  performed  by  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,  off  the  premises  of  such  person,  under  an  ar¬ 
rangement  whereby  such  individual  receives  his  entire 
remuneration  (other  than  prizes)  for  such  sendee 
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directly  from  the  purchasers  of  such  goods  or  commodi¬ 
ties,  if  such  person  makes  no  provision  (other  than  by 
correspondence)  with  respect  to  the  training  of  such 
individual  for  the  performance  of  such  service  and 
imposes  no  requirement  upon  such  individual  with  re¬ 
spect  to  (A)  the  fitness  of  such  individual  to  perform 
such  service,  (B)  the  geographical  area  in  which  such 
service  is  to  be  performed,  (C)  the  volume  of  goods 
or  commodities  to  be  sold  or  distributed,  or  (D)  the 
selection  or  solicitation  of  customers. 

"Included  and  Excluded  Service 
"(b)  If  the  services  performed  during  one-half  or  more 
of  any  pay  period  by  an  employee  for  the  person  employing 
him  constitute  employment,  all  the  services  of  such  employee 
for  such  period  shall  be  deemed  to  be  employment;  but  if 
the  services  performed  during  more  than  one-half  of  any  such 
pay  period  by  an  employee  for  the  person  employing  him  do 
not  constitute  employment,  then  none  of  the  services  of  such 
employee  for  such  period  shall  be  deemed  to  be  employment. 
As  used  in  this  subsection,  the  term  ‘pay  period’  means  a 
period  (of  not  more  than  thirty-one  consecutive  days)  for 
which  a  payment  of  remuneration  is  ordinarily  made  to  the 
employee  by  the  person  employing  him.  This  subsection 
shall  not  be  applicable  with  respect  to  services  performed  in 
a  pay  period  by  an  employee  for  the  person  employing  him, 
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where  any  of  such  service  is  excepted  by  paragraph  (10)  of 
subsection  (a) . 

“American  Vessel 

“(c)  The  term  ‘American  vessel’  means  any  vessel 
documented  or  numbered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which  is  neither  documented 
or  numbered  under  the  laws  of  the  United  States  nor 
documented  under  the  laws  of  any  foreign  country,  if  its 
crew  is  employed  solely  by  one  or  more  citizens  or  residents 
of  the  United  States  or  corporations  organized  under  the 
laws  of  the  United  States  or  of  any  State. 

“American  Aircraft 

“(d)  The  term  ‘American  aircraft’  means  an  aircraft 
registered  under  the  laws  of  the  United  States.  . 

“American  Employer 

“(e)  The  term  ‘American  employer’  means  an  em¬ 
ployer  which  is  (1)  the  United  States  or  any  instrumental¬ 
ity  thereof,  (2)  a  State  or  any  political  subdivision  thereof, 
or  any  instrumentality  of  any  one  or  more  of  the  foregoing, 

(3)  an  individual  who  is  a  resident  of  the  United  States, 

(4)  a  partnership,  if  two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (5)  a  trust,  if  all  of  the 
trustees  are  residents  of  the  United  States,  or  (6)  a  corpora¬ 
tion  organized  under  the  laws  of  the  United  States  or  of  any 
State. 
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“Agricultural  Labor 

“(f)  The  term  ‘agricultural  labor’  includes  all  service 
performed — 

“  ( 1 )  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and  wildlife. 

“  (2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“  (3)  In  connection  with  the  production  or  harvest¬ 
ing  of  any  commodity  defined  as  an  agricultural  com¬ 
modity  in  section  15  (g)  of  the  Agricultural  Marketing 
Act,  as  amended,  or  in  connection  with  the  ginning  of 
cotton. 

“  (4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging,  proc¬ 
essing,  freezing,  grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  transportation  to  market, 
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in  its  unmanufactured  state,  any  agricultural  or  horti¬ 
cultural  commodity;  but  only  if  such  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to 
which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (A), 
but  only  if  such  operators  produced  all  of  the  commodity 
with  respect  to  which  such  service  is  performed.  Bor 
the  purposes  of  this  subparagraph,  any  unincorporated 
group  of  operators  shall  be  deemed  a  cooperative  organi¬ 
zation  if  the  number  of  operators  comprising  such  group 
is  more  than  twenty  at  any  time  during  the  calendar 
quarter  in  which  such  service  is  performed. 

“(C)  The  provisions  of  subparagraphs  (A)  and 
(B)  shall  not  be  deemed  to  be  applicable  with  respect  to 
service  performed  in  connection  with  commercial  can¬ 
ning  or  commercial  freezing  or  in  connection  with  any 
agricultural  or  horticultural  commodity  after  its  delivery 
to  a  terminal  market  for  distribution  for  consumption. 

“Farm 

“(g)  The  term  ‘farm’  includes  stock,  dairy,  poultry, 
fruit,  fur-hearing  animal,  and  truck  farms,  plantations, 
ranches,  nurseries,  ranges,  greenhouses  or  other  similar 
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structures  used  primarily  for  the  raising  of  agricultural  or 
horticultural  commodities,  and  orchards. 

“State 

“(h)  The  term  ‘State’  includes  Alaska,  Hawaii,  the 
District  of  Columbia,  and  the  Virgin  Islands;  and  on  and 
after  the  effective  date  specified  in  section  221  such  term 
includes  Puerto  Rico. 

“United  States 

“  (i)  The  term  ‘United  States’  when  used  in  a  geo¬ 
graphical  sense  means  the  States,  Alaska,  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Virgin  Islands;  and  on  and  after 
the  effective  date  specified  in  section  221  such  term  includes 
Puerto  Rico. 

“Citizen  of  Puerto  Rico 

“(j)  An  individual  who  is  a  citizen  of  Puerto  Rico 
(but  not  otherwise  a  citizen  of  the  United  States)  and 
who  is  not  a  resident  of  the  United  States  shall  not  be 
considered,  for  the  purposes  of  this  section,  as  a  citizen 
of  the  United  States  prior  to  the  effective  date  specified 
in  section  221. 

“Employee 

“(k)  The  term  ‘employee’  means — 

“(1)  any  officer  of  a  corporation;  or 
“  (2)  any  individual  who,  under  the  usual  common 

law  rules  applicable  in  determining  the  employer- 
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employee  relationship,  has  the  status  of  an  employee. 
For  purposes  of  this  paragraph,  if  an  individual  (either 
alone  or  as  a  member  of  a  group)  performs  service  for 
any  other  person  under  a  written  contract  expressly 
reciting  that  such  person  shall  have  complete  control 
over  the  performance  of  such  service  and  that  such  in¬ 
dividual  is  an  employee,  such  individual  with  respect 
to  such  service  shall,  regardless  of  any  modification 
not  in  writing,  be  deemed  an  employee  of  such  person 
(or,  if  such  person  is  an  agent  or  employee  with  respect 
to  the  execution  of  such  contract,  the  employee  of  the 
principal  or  employer  of  such  person)  ;  or 

“  (3)  any  individual  (other  than  an  individual  who 
is  an  employee  under  paragraph  (1)  or  (2)  of  this 
subsection)  who  performs  services  for  •  remuneration 
for  any  person — 

“(A)  as  an  outside  salesman  in  the  manufac¬ 
turing  or  wholesale  trade; 

“(B)  as  a  full-time  life  insurance  salesman; 

“(C)  as  a  driver-lessee  of  a  taxicab ; 

“(D)  as  a  home  worker  on  materials  or  goods 
which  are  furnished  by  the  person  for  whom  the 
services  are  performed  and  which  are  required  to  be 


H.  E.  6000 - 4 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


50 


returned  to  such  person  or  to  a  person  designated 
by  him ; 

“(E)  as  a  contract-logger; 

“(E)  as  a  lessee  or  licensee  of  sp'ace  within 
a  mine  when  substantially  all  of  the  product  of  such 
services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor ;  or 

“(G)  as  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  individual  (i) 
is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the 
services  with  respect  to  designated  or  regular  cus¬ 
tomers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
if  the  contract  of  service  contemplates  that  substantially 
all  of  such  services  (other  than  the  services  described 
in  subparagraph  (F)  )  are  to  be  performed  personally 
by  such  individual;  except  that  an  individual  shall  not 
he  included  in  the  term  ‘employee’  under  the  provi¬ 
sions  of  this  paragraph  if  such  individual  has  a  substan¬ 
tial  investment  (other  than  the  investment  by  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 
the  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  if  the 
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services  are  in  the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed ;  or 

(4)  any  individual  who  is  not  an  employee 
under  paragraph  ( 1 ) ,  ( 2 ) ,  or  ( 3 )  of  this  subsection 
but  who,  in  the  performance  of  service  for  any  per¬ 
son  for  remuneration,  has,  with  respect  to  such  serv¬ 
ice,  the  status  of  an  employee,  as  determined  by  the 
combined  effect  of  (A)  control  over  the  individual, 
(B)  permanency  of  the  relationship,  (C)  regularity 
and  frequency  of  performance  of  the  service,  (D)  inte¬ 
gration  of  the  individual’s  work  in  the  business  to  which 
he  renders  service,  (E)  lack  of  skill  required  of  the 
individual,  (E)  lack  of  investment  by  the  individual  in 
facilities  for  work,  and  (G)  lack  of  opportunities  of  the 
individual  for  profit  or  loss. 

“self-employment 

“Sec.  211.  For  the  purposes  of  this  title — 

“Net  Earnings  from  Self-Employment 
“  (a)  The  term  ‘net  earnings  from  self-employment’ 
means  the  gross  income,  as  computed  under  chapter  1 
of  the  Internal  Revenue  Code,  derived  by  an  indi¬ 
vidual  from  any  trade  or  business  carried  on  by  such  indi¬ 
vidual,  less  the  deductions  allowed  under  such  chapter  which 
are  attributable  to  such  trade  or  business,  plus  his  distributive 
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share  (whether  or  not  distributed)  of  the  net  income  or  loss, 
as  computed  under  such  chapter,  from  any  trade  or  busi¬ 
ness  carried  on  by  a  partnership  of  which  he  is  a  member; 

M 

except  that  in  computing  such  gross  income  and  deductions 
and  such  distributive  share  of  partnership  net  income  or 

loss — 

“  ( 1 )  There  shall  be  excluded  rentals  from  real 
estate  (including  personal  property  leased  with  the  real 
estate)  and  deductions  attributable  thereto,  unless  such 
rentals  are  received  in  the  course  of  a  trade  or  business 
as  a  real  estate  dealer; 

“(2)  There  shall  be  excluded  income  derived  from 
anv  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  emplo3Tees,  the  major 
portion  of  the  services  would  constitute  agricultural 
labor  as  defined  in  section  210  (f)  ;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture,  note, 
or  certificate,  or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered  form  by  any 
corporation  (including  one  issued  by  a  government  or 
political  subdivision  thereof)  unless  such  dividends 
and  interest  are  received  in  the  course  of  a  trade  or  busi¬ 
ness  as  a  dealer  in  stocks  or  securities ; 
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“(4)  There  shall  be  excluded  any  gain  or  loss 
(A)  which  is  considered  under  chapter  1  of  the  Internal 
Revenue  Code  as  gain  or  loss  from  the  sale  or  exchange 
of  a  capital  asset,  (B)  from  the  cutting  or  disposal  of 
timber  if  section  117  (j)  of  such  code  is  applicable 
to  such  gain  or  loss,  or  (C)  from  the  sale,  exchange, 
involuntary  conversion,  or  other  disposition  of  property 
if  such  property  is  neither  (i)  stock  in  trade  or  other 
property  of  a  kind  which  would  properly  be  includible 
in  inventory  if  on  hand  at  the  close  of  the  taxable  year, 
nor  (ii)  property  held  primarily  for  sale  to  customers  in 
the  ordinary  course  of  the  trade  or  business; 

“(5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s)  of  such  code  shall  not  be  allowed ; 

“(6)  (A)  If  any  of  the  income  derived  from  a 
trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership)  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the  gross 
income  and  deductions  of  the  wife ; 
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“(B)  If  any  portion  of  a  partner’s  distributive  share 
of  the  net  income  or  loss  from  a  trade  or  business  carried 
on  by  a  partnership  is  community  income  or  loss  under 
the  community  property  laws  applicable  to  such  share,  all 
of  such  distributive  share  shall  be  included  in  computing 
the  net  earnings  from  self-employment  of  such  partner, 
and  no  part  of  such  share  shall  be  taken  into  account 
in  computing  the  net  earnings  from  self-employment  of 
the  spouse  of  such  partner ; 

“(7)  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  221, 
(A)  the  term  ‘possession  of  the  United  States’  as  used 
in  section  251  of  the  Internal  Revenue  Code  shall  not 
include  Puerto  Rico,  and  (B)  a  citizen  or  resident  of 
Puerto  Rico  shall  compute  his  net  earnings  from  self- 
employment  in  the  same  manner  as  a  citizen  of  the 
United  States  and  without  regard  to  the  provisions  of 
section  252  of  such  code ; 

“(8)  There  shall  be  excluded  income  derived  from 
a  trade  or  business  of  publishing  a  newspaper  or  other 
publication  having  a  paid  circulation,  together  with  the 
income  derived  from  other  activities  conducted  in  con¬ 
nection  with  such  trade  or  business;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income. 

If  the  taxable  year  of  a  partner  is  different  from  that  of  the 
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partnership,  the  distributive  share  which  he  is  required  to 
include  in  computing  his  net  earnings  from  self-employment 
shall  be  based  upon  the  net  income  or  loss  of  the  partnership 
for  any  taxable  year  of  the  partnership  (even  though  begin¬ 
ning  prior  to  1950)  ending  within  or  with  his  taxable  year. 

“Self-Employment  Income 

“(b)  The  term  ‘self-employment  income’  means  the  net 
earnings  from  self-employment  derived  by  an  individual 
(other  than  a  nonresident  alien  individual)  during  any 
taxable  year  beginning  after  1949;  except  that  such  term 
shall  not  include — 

“  ( 1 )  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,600,  minus 
(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year ;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  221,  an  individual  who  is 
a  citizen  of  Puerto  Pico  (but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  during  such  taxable  year  shall  he  considered,  for  the 
purposes  of  this  subsection,  as  a  nonresident  alien  individual. 
An  individual  who  is  not  a  citizen  of  the  United  States  but 
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who  is  a  resident  of  the  Virgin  Islands  or  (after  the  effective 
date  specified  in  section  221)  a  resident  of  Puerto  Rico 
shall  not,  for  the  purposes  of  this  subsection,  be  considered 
to  be  a  nonresident  alien  individual. 

“Trade  or  Business 

“(c)  The  term  ‘trade  or  business’,  when  used  with 
reference  to  self-employment  income  or  net  earnings  from 
self-employment,  shall  have  the  same  meaning  as  when 
used  in  section  23  of  the  Internal  Revenue  Code,  except 
that  such  term  shall  not  include — 

“(1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  (other  than  service  described  in  sec¬ 
tion  210  (a)  (16)  (B)  or  section  210  (a)  (18) 

performed  by  an  individual  who  has  attained  the  age  of 
eighteen)  ; 

“(3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532  of  the  Internal  Revenue  Code; 

“(4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by 
such  order;  or 
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“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome¬ 
trist,  or  as  a  Christian  Science  practitioner,  or  as  an 
aeronautical,  chemical,  civil,  electrical,  mechanical, 
metallurgical,  or  mining  engineer;  or  the  performance 
of  such  service  by  a  partnership. 

“Partnership  and  Partner 

“(d)  The  term  ‘partnership’  and  the  term  ‘partner’ 
shall  have  the  same  meaning  as  when  used  in  supplement 
E  of  chapter  1  of  the  Internal  Revenue  Code. 

“Taxable  Year 

“(e)  The  term  ‘taxable  year’  shall  have  the  same 
meaning  as  wdien  used  in  chapter  1  of  the  Internal  Revenue 
Code;  and  the  taxable  year  of  any  individual  shall  be  a 
calendar  year  unless  he  has  a  different  taxable  year  for  the 
purposes  of  chapter  1  of  such  code,  in  which  case  his  taxable 
year  for  the  purposes  of  this  title  shall  be  the  same  as  his 
taxable  year  under  such  chapter  1. 

“crediting  of  self-employment  income  to  calendar 

YEARS 

“Sec.  212.  For  the  purposes  of  determining  the  average 
monthly  wage,  quarters  of  coverage,  and  years  of  coverage, 
the  amount  of  self-employment  income  derived  during  any 
taxable  year  shall  be  credited  to  calendar  years  as  follows: 
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“(1)  In  the  case  of  a  taxable  j^ear  which  is  a 
calendar  year,  or  which  begins  and  ends  in  the  same 
calendar  year,  the  self-employment  income  of  such  tax¬ 
able  year  shall  be  credited  to  such  calendar  year. 

“(2)  In  the  case  of  a  taxable  year  which  begins 
in  one  calendar  year  and  ends  in  another  calendar 
year,  the  calendar  year  in  which  such  taxable  year 
began  shall  be  credited  with  the  same  proportion  of 
the  self-employment  income  derived  during  the  taxable 
year  as  the  number  of  months  in  such  calendar  year 
which  are  included  in  such  taxable  year  is  of  the  num¬ 
ber  of  months  in  the  taxable  }7ear,  and  the  balance  of 
such  self-employment  income  shall  be  credited  to  the 
calendar  year  in  which  such  taxable  year  ended.  For 
the  purposes  of  this  paragraph  a  fractional  part  of  a 
month  shall  be  considered  as  a  month. 

“QUARTER  AND  QUARTER  OF  COVERAGE 
“Definitions 

“Sec.  213.  (a)  For  the  purposes  of  this  title — 

“  ( 1 )  The  term  ‘quarter’,  and  the  term  ‘calendar  quar¬ 
ter’,  means  a  period  of  three  calendar  months  ending  on 
March  31,  June  30,  September  30,  or  December  31. 

“  (2)  (A)  The  term  ‘quarter  of  coverage’  means,  in  the 
case  of  any  quarter  occurring  prior  to  1950,  a  quarter  in 
which  the  individual  has  been  paid  $50  or  more  in  wages.  In 
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the  case  of  any  individual  who  has  been  paid,  in  a  calendar 
year  prior  to  1950,  $3,000  or  more  in  wages  each  quarter 
of  such  year  following  his  first  quarter  of  coverage  shall  be 
deemed  a  quarter  of  coverage,  excepting  any  quarter  in  such 
year  in  which  such  individual  died  or  became  entitled  to  a 
primary  insurance  benefit  and  any  quarter  succeeding  such 
quarter  in  which  he  died  or  became  so  entitled. 

“(B)  The  term  ‘quarter  of  coverage’  means,  in  the  case 
of  a  quarter  occurring  after  1949,  a  quarter  in  which  the 
individual  has  been  paid  $100  or  more  in  wages  or  for  which 
he  has  been  credited  (as  determined  under  subsection  (b)) 
with  $200  or  more  of  self-employment  income,  except 
that — 

“(i)  no  quarter  after  the  quarter  in  which  such 
individual  died  shall  be  a  quarter  of  coverage ; 

“  (ii)  no  quarter  any  part  of  which  is  included  in 
a  period  of  disability  (as  defined  in  section  219  (i)  ), 
other  than  the  initial  or  last  quarter,  shall  be  a  quarter 
of  coverage; 

“  (iii)  if  the  sum  of  the  wages  paid  to  an  individual 
in  a  calendar  year  and  his  self-employment  income 
credited  to  such  year  (as  determined  under  section  212) 
is  equal  to  or  exceeds  $3,600,  each  quarter  of  such  year 
shall  (subject  to  clauses  (i)  and  (ii)  )  be  a  quarter  of 
coverage;  and 
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“  (iv)  no  quarter  shall  be  counted  as  a  quarter  of 
coverage  prior  to  the  beginning  of  such  quarter. 

‘‘Crediting  of  Self-Employment  Income  to  Quarters  in  a 

Calendar  Year 

“(b)  Eor  the  purposes  of  subsection  (a)  — 

-Mi)  if  an  individual’s  self-employment  income 
credited  to  a  calendar  year  (as  determined  under  sec¬ 
tion  212)  is  $800  or  more,  one-fourth  of  such  self- 
employment  income  shall  be  credited  to  each  quarter 
in  such  year. 

“(2)  Except  as  provided  in  paragraph  (3),  if  an 
individual’s  self-employment  income  credited  to  the 
calendar  year  is  less  than  $800,  the  first  $200  thereof 
shall  be  credited  to  the  last  quarter  of  such  year  which 
is  not  a  quarter  of  coverage  by  reason  of  wages  paid  to 
him  in  such  year,  and  the  balance  of  such  self-employ¬ 
ment  income,  if  any,  shall  he  credited  at  the  rate  of 
$200  to  each  preceding  quarter  in  the  calendar  year 
which  is  not  a  quarter  of  coverage  by  reason  of  wages 
so  paid  until  all  of  such  balance  has  been  credited. 
If  the  individual  died  during  such  year,  the  quarter  in 
which  he  died  shall  be  considered  to  he  the  last  quarter 
in  such  calendar  year. 

“(3)  If  an  individual’s  self-employment  income 
credited  to  the  calendar  year  is  less  than  $800  and  (A) 
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such,  individual  attained  retirement  age  in  or  prior  to 
such  calendar  year,  or  (B)  such  individual’s  disability 
determination  date  (as  determined  under  section 
219  (c)  )  occurs  in  such  calendar  year,  the  first 

$200  of  such  self-employment  income  shall  be 
credited  to  the  first  quarter  of  such  year  which  is 
not  a  quarter  of  coverage  by  reason  of  wages 
paid  to  him  in  such  year,  and  the  balance  thereof, 
if  any,  shall  be  credited  at  the  rate  of  $200  to  each 
succeeding  quarter  in  the  calendar  year  which  is  not  a 
quarter  of  coverage  by  reason  of  wages  so  paid  until 
all  of  such  balance  has  been  credited. 

“Crediting  of  Wages  Paid  in  1937 
“(c)  With  respect  to  wages  paid  to  an  individual  in 
the  six-month  periods  commencing  either  January  1,  1937, 
or  July  1,  1937;  (A)  if  wages  of  not  less  than  $100  were 
paid  in  any  such  period,  one-half  of  the  total  amount  thereof 
shall  be  deemed  to  have  been  paid  in  each  of  the  calendar 
quarters  in  such  period;  and  (B)  if  wages  of  less  than  $100 
were  paid  in  any  such  period,  the  total  amount  thereof  shall 
be  deemed  to  have  been  paid  in  the  latter  quarter  of  such 
period,  except  that  if  in  any  such  period,  the  individual 
attained  age  sixty-five,  all  of  the  wages  paid  in  such  period 
shall  be  deemed  to  have  been  paid  before  such  age  was 
attained. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


62 


“insured  status  for  purposes  of  old-age  and 

SURVIVORS  INSURANCE  BENEFITS 

“Sec.  214.  For  the  purposes  of  this  title — 

“Fully  Insured  Individual 

“  (a)  (1)  The  term  ‘fully  insured  individual’  means  any 
individual  who  had  not  less  than — 

“(A)  one  quarter  of  coverage  (as  determined 
under  section  213  (a)  (2)  )  for  each  two  of  the 

quarters  elapsing  after  1936,  or  after  the  quarter  in 
which  he  attained  the  age  of  twenty-one,  whichever 
quarter  is  later,  and  up  to  but  excluding  the  quarter  in 
which  he  attained  retirement  age,  or  died,  whichever 
first  occurred,  and  in  no  case  less  than  six  quarters  of 
coverage;  or 

“(B)  twenty  quarters  of  coverage  within  the  forty- 
quarter  period  ending  with  the  quarter  in  which  he 
attained  retirement  age  or  with  any  subsequent  quarter 
or  ending  with  the  quarter  in  which  he  died;  or 
“(C)  forty  quarters  of  coverage; 
not  counting  as  an  elapsed  quarter  for  purposes  of  sub- 
paragraph  (A) ,  and  not  counting  as  part  of  the  forty-quarter 
period  referred  to  in  subparagraph  (B),  any  quarter  any 
part  of  which  is  included  in  a  period  of  disability  (as  defined 
in  section  219  (i)  )  unless  such  quarter  is  a  quarter  of 
coverage.  [When  the  number  of  elapsed  quarters  specified 
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in  subparagraph  (A)  is  an  odd  number,  for  the  purposes  of 
such  subparagraph  such  number  shall  be  reduced  by  one. 

“(2)  If  an  individual  upon  attainment  of  retirement 
age  is  not,  under  paragraph  ( 1 ) ,  a  fully  insured  individual 
but  (were  it  not  for  his  attainment  of  retirement  age) 
would  have  been  entitled  to  a  disability  insurance  benefit 
for  the  month  in  which  he  attained  retirement  age  or  for 
any  subsequent  month,  lie  shall  be  a  fully  insured  individual 
beginning  with  the  first  month  for  which  he  would  have 
been  so  entitled  to  disability  insurance  benefits.  For  the 
purpose  of  determining  whether  an  individual  would  have 
been  so  entitled  to  disability  insurance  benefits,  his  applica¬ 
tion  for  old-age  insurance  benefits  shall  be  considered 
as  an  application  for  disability  insurance  benefits. 

“Currently  Insured  Individual 
“(b)  The  term  ‘currently  insured  individual’  means 
any  individual  who  had  not  less  than  six  quarters  of  coverage 
during  the  thirteen-quarter  period  ending  with  the  quarter  in 
which  he  died,  excluding  from  such  period  any  quarter  any 
part  of  which  is  included  in  a  period  of  disability  unless  such 
quarter  is  a  quarter  of  coverage. 

“computation  of  primary  insurance  amount  and 

DISABILITY  INSURANCE  BENEFIT 

“Sec.  215.  For  the  purposes  of  this  title — 
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“Primary  Insurance  Amount  and  Disability  Insurance 

Benefit 

“  (a)  An  individual’s  ‘primary  insurance  amount’,  and 
an  individual’s  ‘disability  insurance  benefit’,  means  an  amount 
equal  to  the  sum  of  the  following: 

“(1)  bis  base  amount  multiplied  by  bis  continu¬ 
ation  factor,  and 

“(2)  one-half  of  1  per  centum  of  bis  base  amount 
multiplied  by  the  number  of  his  years  of  coverage. 

When  the  primary  insurance  amount  or  disability  insurance 
benefit  thus  computed  is  less  than  $25,  it  shall  be  increased 
to  $25.  (For  special  rules  applicable,  in  certain  cases,  for 
the  computation  of  the  primary  insurance  amount  of  an 
individual  who  died  prior  to  1950  or  who  was  paid  a  primary 
insurance  benefit  prior  to  1950,  see  section  111  of  the  Social 
Security  Act  Amendments  of  1949.) 

“Base  Amount 

“(b)  An  individual’s  ‘base  amount’  means  an  amount 
equal  to  50  per  centum  of  the  first  $100  of  his  average 
monthly  wage  plus  10  per  centum  of  the  next  $200  of  such 
wage. 

“Average  Monthly  Wage 

“(c)  (1)  An  individual’s  ‘average  monthly  wage’ 
means  the  quotient  obtained  by  dividing  (A)  the  total  of 
his  wages  and  self-employment  income  during  all  his  years 
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of  coverage  after  his  starting  date,  (B)  the  product  of 
twelve  times  the  number  of  his  years  of  coverage  after  such 
starting  date;  except  that  if  in  any  case  the  product  deter¬ 
mined  under  clause  (B)  is  less  than  sixty  it  shall  be 
increased  to  sixty.  For  the  purposes  of  this  paragraph  an 
individual’s  ‘starting  date’  shall  be  1936,  1949,  or  the  year 
in  which  he  attains  the  age  of  twenty-one,  whichever  results 
in  the  highest  average  monthly  wage. 

“(2)  If  an  individual’s  average  monthly  wage  com¬ 
puted  under  paragraph  (1)  is  less  than  $50,  his  average 
monthly  wage  shall  be  increased  to  $50. 

“  (3)  For  the  purposes  of  this  subsection — 

“  (A)  in  computing  an  individual’s  average  monthly 
wage  there  shall  not  be  counted,  in  the  case  of  any 
calendar  year  after  1949,  the  excess  over  $3,600  of 
(i)  the  wages  paid  to  him  in  such  year,  plus  (ii)  the 
self-employment  income  credited  to  such  year  (as 
determined  under  section  212)  ; 

“(B)  if  the  total  of  an  individual’s  wages  and  self- 
employment  income  for  any  calendar  year  is  not  a 
multiple  of  $1,  such  total  shall  be  reduced  to  the  next 
lower  multiple  of  $1;  and 

“(C)  if  an  individual’s  average  monthly  wage  com¬ 
puted  under  paragraph  (1)  of  this  subsection  is  not 
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a  multiple  of  $1,  it  shall  be  reduced  to  the  next  lower 

multiple  of  $1. 

“Continuation  Factor 

“(d)  In  the  case  of  any  individual  who  dies  or  attains 
retirement  age  before  1956  or  dies  before  the  year  in  which 
he  attains  the  age  of  twenty-eight,  the  continuation  factor 
shall  be  one.  In  all  cases,  the  continuation  factor  of  an 
individual  shall  be  the  quotient  obtained  by  dividing  (1) 
the  number  of  his  years  of  coverage  after  his  starting  date, 
or  the  number  5,  whichever  is  the  greater,  by  (2)  the 
number  of  his  continuation  factor  years;  except  that  if  such 
quotient  is  greater  than  one  it  shall  be  reduced  to  one.  For 
the  purposes  of  this  subsection,  an  individual’s  starting  date 
shall  be  1936  or  1949,  whichever  results  in  the  higher  con¬ 
tinuation  factor.  His  continuation  factor  years  shall  be  the 
calendar  years  elapsing  after  his  starting  date  (or  after  the 
year  in  which  he  attained  the  age  of  twenty-one,  if  later) 
and  prior  to  the  year  in  which  he  attained  retirement  age, 
or  died,  whichever  first  occurred,  or,  if  the  computation 
under  this  subsection  is  being  made  for  an  individual  who  is 
entitled  to  disability  insurance  benefits  with  respect  to  a 
disability,  prior  to  the  year  in  which  occurs  his  disability 
determination  date  (as  determined  under  section  219  (c)  ) 
for  such  disability;  but  no  such  calendar  year,  any  part  of 
which  was  included  in  a  period  of  disability  (as  defined  in 


1 

2 

3 

4 

5 

6 

7 

8 

9' 

30 

11 

32 

13 

34 

15 

36 

17 

18 

19 

20 

21 

22 

23 

24 

25 


67 


section  239)  (i),  shall  be  a  continuation  factor  year  unless 
such  calendar  year  was  a  year  of  coverage. 

“Year  of  Coverage 

“(e)  A  ‘year  of  coverage’  for  any  individual  means — 
“  ( 3 )  in  the  case  of  any  calendar  year  prior  to  1950, 
a  year  in  which  the  sum  of  the  wages  paid  to  him  in  such 
year  was  $200  or  more ;  and 

“(2)  in  the  case  of  any  calendar  year  after  1949, 
a  year  in  which  the  sum  of  (A)  the  wages  paid  to  him 
in  such  year  and  (B)  his  self-employment  income  cred¬ 
ited  to  such  year  (as  determined  under  section  212) 
was  $400  or  more. 

“Treatment  of  Wages  and  Self-employment  Income  in  Year 

of  Computation 

“(f)  For  the  purposes  of  this  section  (other  than  sub¬ 
section  (g)  )  — 

“  ( 1 )  in  computing  an  individual’s  average  monthly 
wage  and  his  years  of  coverage  with  respect  to  an  appli¬ 
cation  for  old-age  or  disability  insurance  benefits,  there 
shall  he  taken  into  account  only  the  self-employment 
income  of  such  individual  for  taxable  years  ending  prior 
to  the  date  on  which  he  filed  such  application,  and  there 
shall  he  counted  only  the  wages  paid  to  him  prim-  to 
the  quarter  in  which  he  filed  such  application.  For  the 
purposes  of  this  paragraph  an  individual  who  was  en- 
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titled  to  disability  insurance  benefits  for  the  month  pre¬ 
ceding  the  month  in  which  he  attained  retirement  age 
shall  be  deemed  to  have  filed  an  application  for  old-age 

insurance  benefits  on  the  date  he  attained  retirement 

1 

age;  and 

“(2)  in  computing  the  average  monthly  wage  and 
the  years  of  coverage  of  an  individual  who  died,  there 
shall  not  be  counted  wages  (other  than  compensation 
described  in  section  205  (p) )  paid  in  or  after  the  quarter 
in  which  he  died. 

“Recomputation  of  Benefits 

“(g)  (1)  After  an  individual’s  primary  insurance 
amount  has  been  determined  under  this  section  (or  under 
section  111  of  the  Social  Security  Act  Amendments  of 
1949,  if  applicable) ,  there  shall  be  no  recomputation  of 
such  individual’s  primary  insurance  amount  except  as  pro¬ 
vided  in  this  subsection  or,  in  the  case  of  a  World  War  II 
veteran  who  dies  after  1949  and  prior  to  Juty  27,  1954, 
as  provided  in  section  217  (b).  An  individual’s  disability 
insurance  benefit  shall  not  be  recomputed  except  as  provided 
in  paragraph  ( 3 )  of  this  subsection. 

“(2)  Upon  application  by  an  individual  entitled  to 
old-age  insurance  benefits,  the  Administrator  shall  recom¬ 
pute  his  primary  insurance  amount  if  the  application  therefor 
is  filed  after  the  twelfth  month  for  which  deductions  under 
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1  section  203  (b)  (1)  and  (2)  have  been  imposed  "(within 

2  a  period  of  thirty-six  months)  with  respect  to  such  benefit, 

3  not  taking  into  account  any  month  prior  to  1950  or  prior 

4  to  the  earliest  month  for  which  the  last  previous  compu- 

5  tation  of  his  primary  insurance  amount  was  effective.  A 

6  recomputation  under  this  paragraph  shall  take  into  account 

7  only  (A)  wTages  paid  to  such  individual  prior  to  the  year 

8  in  which  such  application  is  filed  and  (B)  his  self-employ- 

9  ment  income  for  taxable  years  ending  prior  to  the  date  of 
10  such  application.  Such  recomputation  shall  be  effective 
41  for  and  after  the  month  in  which  such  application  is  filed. 

12  “(3)  If  upon  application  by  an  individual  for  old-age 

13  or  disability  insurance  benefits  such  individual  had  less  than 

14  five  years  of  coverage,  the  Administrator  shall  recompute 

15  his  primary  insurance  amount  or  his  disability  insurance 

16  benefit,  as  the  case  may  be,  by  taking  into  account  only 

17  (A)  the  wages  and  self-employment  income  which  were 

18  included  in  the  original  computation  of  his  average  monthly 

19  wage  and  (B)  his  self-employment  income  for  the  taxable 

20  year  in  which  he  filed  application  for  the  old-age  or  dis- 

21  ability  insurance  benefits.  Such  recomputation  shall  be 

22  effective  for  and  after  the  first  month  following  the  close  of 

23  such  taxable  year. 

24  “(4)  Upon  the  death  after  1949  of  an  individual  en- 

25  titled  to  old-age  insurance  benefits,  if  any  person  is  entitled 
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to  monthly  benefits,  or  to  a  lump-sum  death  payment,  on 
the  basis  of  the  wages  or  self-employment  income  of  such 
individual,  the  Administrator  shall  recompute  the  decedent’s 
primary  insurance  amount,  but  (except  as  provided  in  para¬ 
graph  (3)  )  only  if — 

“(A)  the  decedent  would  have  been  entitled  to  a 
recomputation  under  paragraph  (2)  if  he  had  filed 
application  therefor  in  the  month  in  which  lie  died;  or 
“(B)  the  decedent  during  his  lifetime  was  paid 
compensation  which  is  treated,  under  section  205  (p), 
as  remuneration  for  employment. 

If  the  recomputation  is  required  by  subparagraph  (A),  the 
recomputation  shall  take  into  account  only  the  following: 
The  self-employment  income  of  the  decedent  for  all  taxable 
years  other  than  his  last  taxable  year,  the  wages  (other  than 
compensation  described  in  section  205  (p)  )  paid  to  him 
prior  to  the  year  in  which  he  died,  and  the  compensation 
(described  in  section  205  (p)  )  paid  to  him  prior  to  his 
death.  If  the  recomputation  is  not  permitted  under  sub- 
paragraph  (A)  but  is  required  by  subparagraph  (B),  the 
recomputation  shall  take  into  account  only  the  following: 
The  wages  and  self-employment  income  which  were  per¬ 
mitted  to  be  taken  into  account  in  the  last  previous  computa¬ 
tion  of  the  primary  insurance  amount  of  such  individual 
(including  any  recomputation  required  by  paragraph  (3) ), 
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and  the  compensation  (described  in  section  205  (p)  )  paid 
to  him  prior  to  his  death. 

“(5)  Any  recomputation  under  this  subsection  shall 
be  effective  only  if  such  recomputation  results  in  a  higher 
primary  insurance  amount  or  disability  insurance  benefit. 
No  such  recomputation  shall,  for  the  purposes  of  section 
203  (a),  lower  the  average  monthly  wage. 

“Rounding  of  Benefits 

“(h)  The  amount  of  any  primary  insurance  amount 
and  of  any  disability  insurance  benefit  and  the  amount  of 
any  monthly  benefit  computed  under  section  202  which, 
after  reduction  under  section  203  (a)  or  section  219  (e), 
is  not  a  multiple  of  $0.10  shall  be  raised  to  the  next  higher 
multiple  of  $0.10. 

“other  definitions 

“Sec.  216.  For  the  purposes  of  this  title — 

“Retirement  Age 

“  (a)  The  term  ‘retirement  age’  means  age  sixty-five. 

“Wife 

“(b)  The  term  ‘wife’  means  the  wife  of  an  individual, 
but  only  if  she  ( 1 )  is  the  mother  of  his  son  or  daughter,  or 
(2)  was  married  to  him  for  a  period  of  not  less  than  three 
years  immediately  preceding  the  day  on  which  her  applica¬ 
tion  is  filed. 
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“Widow 

“(c)  Tire  term  'widow*  (except  when  used  in  section 
202  (g) )  means  the  surviving  wife  of  an  individual,  hut  only 
if  she  (1)  is  the  mother  of  his  son  or  daughter,  (2)  legally 
adopted  his  son  or  daughter  while  she  was  married  to  him 
and  while  such  son  or  daughter  was  under  the  age  of  eight¬ 
een,  (3)  was  married  to  him  at  the  time  both  of  them  legally 
adopted  a  child  under  the  age  of  eighteen,  or  (4)  was  mar¬ 
ried  to  him  for  a  period  of  not  less  than  one  year  immedi¬ 
ately  prior  to  the  day  on  which  he  died. 

».  “Former  Wife  Divorced 

.fcbbi. 

u 

“(d)  The  term  'former  wife  divorced*  means  a  woman 
divorced  from  an  individual,  but  only  if  she  (1)  is  the 
mother  of  his  son  or  daughter,  (2)  legally  adopted  his  son  or 
daughter  while  she  was  married  to  him  and  while  such  son 
or  daughter  was  under  the  age  of  eighteen,  or  (3)  was 
married  to  him  at  the  time  both  of  them  legally  adopted  a 
child  under  the  age  of  eighteen. 

“Child 

“(e)  The  term  'child*  means  (i)  the  child  of  an  in¬ 
dividual,  and  (2)  in  the  case  of  a  living  individual,  a  step¬ 
child  or  adopted  child  who  has  been  such  stepchild  or 
adopted  child  for  not  less  than  three  years  immediately 
preceding  the  day  on  which  application  for  child’s  benefits  is 
fded,  and  (3)  in  the  case  of  a  deceased  individual,  (A)  an 
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adopted  child,  or  (B)  a  stepchild  who  has  been  such  stepchild 
for  not  less  than  one  year  immediately  preceding  the  day 
on  which  such  individual  died.  In  determining  whether  an 
adopted  child  has  met  the  length  of  time  requirement  in 
clause  (2),  time  spent  in  the  relationship  of  stepchild  shall 
be  counted  as  time  spent  in  the  relationship  of  adopted  child. 

“Determination  of  Family  Status 
“(f)  (1)  In  determining  whether  an  applicant  is  the 
wife,  widow,  child,  or  parent  of  a  fully  insured  or  currently 
insured  individual  for  purposes  of  this  title,  the  Administrator 
shall  apply  such  law  as  would  be  applied  in  determining  the 
devolution  of  intestate  personal  property  by  the  courts  of  the 
State  in  which  such  insured  individual  is  domiciled  at  the  time 
such  applicant  files  application,  or,  if  such  insured  individual 
is  dead,  by  the  courts  of  the  State  in  which  he  was  domiciled 
at  the  time  of  liis  death,  or  if  such  insured  individual  is  or  was 
not  so  domiciled  in  any  State,  by  the  courts  of  the  District  of 
Columbia.  Applicants  who  according  to  such  law  would  have 
the  same  status  relative  to  taking  intestate  personal  property 
as  a  wife,  widow,  child,  or  parent  shall  be  deemed  such. 

“  (2)  A  wife  shall  be  deemed  to  be  living  with  her  hus¬ 
band  if  they  are  both  members  of  the  same  household,  or  she 
is  receiving  regular  contributions  from  him  toward  her  sup¬ 
port,  or  he  has  been  ordered  by  any  court  to  contribute  to  her 
support;  and  a  widow  shall  be  deemed  to  have  been  living 
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with  her  husband  at  the  time  of  his  death  if  they  were  both 
members  of  the  same  household  on  the  date  of  his  death,  or 
she  was  receiving  regular  contributions  from  him  toward  her 
support  on  such  date,  or  he  had  been  ordered  by  any  court  to 
contribute  to  her  support.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  January  1,  1950,  except  that — 

(1)  Section  214  of  the  Social  Security  Act  shall 
be  applicable  (A)  in  the  case  of  applications  filed 
after  September  1949  for  monthly  benefits  for  months 
after  1949,  and  (B)  in  the  case  of  applications  for  lump¬ 
sum  death  payments  with  respect  to  deaths  after  1949. 

(2)  Section  216  of  the  Social  Security  Act  shall 
be  applicable  in  the  case  of  applications  filed  after 
September  1949  for  monthly  benefits  for  months  after 
1949. 

(3)  If  the  provisions  of  section  111  of  this  Act 
are  applicable  in  computing  any  benefits  for  months  after 
1949,  section  215  of  the  Social  Security  Act  shall  not 
be  applicable  with  respect  to  such  benefits  unless  and 
until  such  benefits  are  recomputed  under  subsection 
(g)  of  such  section  215. 

WORLD  WAR  II  VETERANS 

Sec.  105.  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  210  and  by  adding  after 
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section  216  (added  by  section  104  (a)  of  this  Act)  the 
following: 

“BENEFITS  IN  CASE  OF  WORLD  WAR  II  VETERANS 
“Sec.  217.  (a)  For  purposes  of  determining  entitle¬ 
ment  to  and  the  amount  of  any  monthly  benefit  for  any 
month  after  1949,  or  entitlement  to  and  the  amount  of  any 
lump-sum  death  payment  in  case  of  a  death  after  1949, 
payable  under  this  title  on  the  basis  of  the  wages  or  self- 
employment  income  of  any  World  War  II  veteran,  such 
veteran  shall  be  deemed  to  have  been  paid  wages  (in  addi¬ 
tion  to  the  wages,  if  any,  actually  paid  to  him)  of  $160  in 
each  month  during  any  part  of  which  he  served  in  the  active 
military  or  naval  service  of  the  United  States  during  World 
War  II.  This  subsection  shall  not  be  applicable  in  the  case 
of  any  monthly  benefit  or  lump-sum  death  payment  if  a 
larger  benefit  or  payment,  as  the  case  may  be,  would  be 
payable  without  its  application. 

“(b)  (1)  In  the  case  of  any  World  War  II  veteran 
who  dies  during  the  period  of  three  years  immediately  fol¬ 
lowing  his  separation  from  the  active  military  or  naval 
service  of  the  United  States  and  who  (i)  died  prior  to  1950 
and  on  the  basis  of  whose  wages  no  monthly  benefit  for  any 
month  prior  to  1952  was  paid  and  no  lump-sum  death 
payment  was  made,  or  (ii)  died  after  1949,  such  veteran 
shall  be  deemed  to  have  died  a  fully  Insured  Individual  with 
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an  average  monthly  wage  of  $160  and,  for  the  purposes  of 
section  215  (a)  (2),  to  have  been  paid  $400  in  wages  in 
each  calendar  year  in  which  he  had  thirty  days  or  more  of 
active  military  or  naval  service  after  September  16,  1940, 
and  prior  to  July  27,  1951.  This  subsection  shall  not  he 
applicable  in  the  case  of  any  monthly  benefit  or  lump-sum 
death  payment  if — 

“  (A)  a  larger  such  benefit  or  payment,  as  the  case 
may  be,  would  he  payable  without  its  application; 

“(B)  any  pension  or  compensation  is  determined 
by  the  Veterans’  Administration  to  he  payable  by  it  on 
the  basis  of  the  death  of  such  veteran; 

“(C)  the  death  of  the  veteran  occurred  while  he 
was  in  the  active  military  or  naval  service  of  the 
United  States;  or 

“(D)  such  veteran  has  been  discharged  or  released 
from  the  active  military  or  naval  service  of  the  United 
States  subsequent  to  July  26,  1951. 

“(2)  Upon  an  application  for  benefits  or  a  lump-sum 
death  payment  on  the  basis  of  the  wages  or  self-employment 
income  of  any  World  War  II  veteran,  the  Federal  Security 
Administrator  shall  make  a  decision  without  regard  to  para¬ 
graph  (1)  (B)  of  this  subsection  unless  he  has  been  notified 
by  the  Veterans’  Administration  that  pension  or  compensa¬ 
tion  is  determined  to  he  payable  by  the  Veterans’  Admin- 
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istration  by  reason  of  the  death  of  such  veteran.  The 
Federal  Security  Administrator  shall  thereupon  report  such 
decision  to  the  Veterans’  Administration.  If  the  Veterans’ 
Administration  in  any  such  case  has  made  an  adjudication 
or  thereafter  makes  an  adjudication  that  any  pension  or 
compensation  is  payable  under  any  law  administered  by 
it,  it  shall  notify  the  Federal  Security  Administrator,  and  the 
Administrator  shall  certify  no  further  benefits  for  payment, 
or  shall  recompute  the  amount  of  any  further  benefits  pay¬ 
able,  as  may  be  required  by  paragraph  ( 1 )  of  this  subsection. 
Any  payments  theretofore  certified  by  the  Federal  Security 
Administrator  on  the  basis  of  paragraph  (1)  of  this  sub¬ 
section  to  any  individual,  not  exceeding  the  amount  of  any 
accrued  pension  or  compensation  payable  to  him  by  the 
Veterans’  Administration,  shall  (notwithstanding  the  pro¬ 
visions  of  section  3  of  the  Act  of  August  12,  1935,  as 
amended  (38  U.  S.  C.,  sec.  454a)  )  be  deemed  to  have  been 
paid  to  him  by  such  Administration  on  account  of  such 
accrued  pension  or  compensation.  No  such  payment  certi¬ 
fied  by  the  Federal  Security  Administrator,  and  no  payment 
certified  by  him  for  any  month  prior  to  the  first  month  for 
which  any  pension  or  compensation  is  paid  by  the  Veterans’ 
Administration  shall  be  deemed  by  reason  of  this  subsection 
to  have  been  an  erroneous  payment. 

“(c)  In  the  case  of  any  World  War  II  veteran  who 
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has  died  prior  to  1950,  proof  of  support  required  under 
section  202  (f)  may  be  filed  by  a  parent  at  any  time  prior 
to  July  1950  or  prior  to  the  expiration  of  two  years  after 
the  date  of  the  death  of  such  veteran,  whichever  is -the  later. 

“(d)  There  are  hereby  authorized  to  be  appropriated 
annually  to  the  Trust  Fund  such  sums  as  may  be  neces¬ 
sary  to  meet  the  additional  cost,  resulting  from  this  section, 
of  the  benefits  (including  lump-sum  death  payments)  pay¬ 
able  under  this  title. 

“(e)  For  the  purposes  of  this  section — 

“(1)  The  term  ‘World  War  IF  means  the  period  be¬ 
ginning  with  September  16,  1940,  and  ending  at  the  close 
of  July  24,  1947. 

“(2)  The  term  ‘World  War  II  veteran’  means  any 
individual  who  served  in  the  active  military  or  naval  service 
of  the  United  States  at  any  time  during  World  War  II  and 
who,  if  discharged  or  released  therefrom,  was  so  discharged 
or  released  under  conditions  other  than  dishonorable  after 
active  service  of  ninet}^  days  or  more  or  b}r  reason  of  a  dis¬ 
ability  or  injury  incurred  or  aggravated  in  service  in  line  of 
duty;  but  such  term  shall  not  include  any  individual  who 
died  while  in  the  active  military  or  naval  service  of  the 
United  States  if  his  death  was  inflicted  (other  than  by  an 
enemy  of  the  United  States)  as  lawful  punishment  for  a 
military  or  naval  offense.” 
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COVEEAGE  OF  STATE  AND  LOCAL  EMPLOYEES 
Sec.  106.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  217  (added  by  section  105  of  this 
Act)  the  following: 

"VOLUNTAEY  AGEEEMENTS  FOE  COVEEAGE  OF  STATE  AND 

LOCAL  EMPLOYEES 
“Purpose  of  Agreement 

“Sec.  218.  (a)  (1)  The  Administrator  shall,  at  the 
request  of  any  State,  enter  into  an  agreement  with  such 
State  for  the  purpose  of  extending  the  insurance  system 
established  by  this  title  to  services  (not  otherwise  included 
as  employment  under  this  title)  performed  by  individuals  as 
emploj-ees  of  such  State  or  any  political  subdivision  thereof. 
Each  such  agreement  shall  contain  such  provisions,  not  incon¬ 
sistent  with  the  provisions  of  this  section,  as  the  State  may 
request. 

“(2)  Notwithstanding  section  210  (a) ,  for  the  purposes 
of  this  title  the  term  ‘employment’  includes  any  agricultural 
labor,  domestic  service,  or  service  performed  by  a  student, 
included  under  an  agreement  entered  into  under  this  section. 

“Definitions 

“(b)  Eor  the  purposes  of  this  section — 

“  ( 1 )  The  term  ‘State’  does  not  include  the  District 
of  Columbia. 

“(2)  The  term  ‘political  subdivision’  includes  an 
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instrumentality  of  (A)  a  State,  ;(B)  one  or  more  po¬ 
litical  subdivisions  of  a  State,  or  (0)  a  State  and  one  or 
more  of  its  political  subdivisions. 

“(3)  The  term  ‘employee’  includes  an  officer  of 
a  State  or  political  subdivision. 

“(4)  The  term  ‘retirement  system’  means  a  pen¬ 
sion,  annuity,  retirement,  or  similar  fund  or  system  estab¬ 
lished  by  a  State  or  by  a  political  subdivision  thereof; 
and  the  term  ‘State-wide  retirement  system’  means  a 
retirement  system  established  by  a  State  which  covers 
any  class  or  classes  of  its  employees  and  any  class  or 
classes  of  employees  of  one  or  more  political  subdivisions 
of  the  State  or  covers  any  class  or  classes  of  employees 
of  two  or  more  political  subdivisions  of  the  State. 

“(5)  The  term  ‘coverage  group’  means  (A)  em¬ 
ployees  of  the  State  other  than  those  in  positions  covered 
by  a  State-wide  retirement  system,  (B)  employees  of  a 
political  subdivision  of  a  State  other  than  those  in  posi¬ 
tions  covered  by  a  State-wide  retirement  system,  or  (C) 
employees  of  the  State  and  employees  of  its  political 
subdivisions  who  are  in  positions  covered  by  a  State-wide 
retirement  system. 

“Services  Covered 

“(c)^  [(l)1  An  agreement  under  this  section  shall  be 
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applicable  with  respect  to  any  one  or  more  coverage  groups 
designated  by  the  State. 

“  (2)  In  the  case  of  each  coverage  group  to  which  the 
agreement  applies,  the  agreement  must  include  all  services 
(other  than  services  excluded  by  or  pursuant  to  subsection 
(d)  or  paragraph  (3)  or  (5)  of  this  subsection);  per¬ 
formed  by  individuals  as  members  of  such  group. 

“(3)  Such  agreement  shall,  if  the  State  requests  it, 
exclude  (in  the  case  of  any  coverage  group)  any  services 
of  an  emergency  nature  or  all  services  in  any  class  or  classes 
of  elective  positions,  part-time  positions,  or  positions  the 
compensation  for  which  is  on  a  fee  basis. 

“(4)  The  Administrator  shall,  at  the  request  of  any 
State,  modify  the  agreement  with  such  State  so  as  to  (A) 
include  any  coverage  group  to  which  the  agreement  did 
not  previously  apply,  or  (B)  include,  in  the  case  of  any 
coverage  group  to  which  the  agreement  applies,  services 
previously  excluded  from  the  agreement;  but  the  agreement 
as  so  modified  may  not  be  inconsistent  with  the  provisions 
of  this  section  applicable  in  the  case  of  an  original  agreement 
with  a  State. 

“  (5)  Such  agreement  shall,  if  the  State  requests  it, 
exclude  (in  the  case  of  any  coverage  group)  any  agricultural 
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labor,  domestic  service,  or  service  performed  by  a  student, 
designated  by  the  State.  This  paragraph  shall  apply  only 
with  respect  to  service  which,  if  performed  in  the  employ 
of  an  individual,  would  be  excluded  from  employment  by 
section  210  (a). 

“(6)  Such  agreement  shall  exclude  services  performed 
by  an  individual  who  is  employed  to  relieve  him  from  unem¬ 
ployment  and  shall  exclude  services  performed  in  a  hospital, 
home,  or  other  institution  by  a  patient  or  inmate  thereof. 

“Referendum  in  Case  of  Retirement  System 

“(d)  (1)  No  agreement  with  any  State  may  include 
services  performed  in  positions  covered  by  a  retirement 
system  in  effect  on  the  date  the  agreement  is  entered  into 
unless  the  State  requests  such  inclusion  and  the  Governor 
of  the  State  certifies  to  the  Administrator  that  (A)  a  written 
referendum  was  held  (within  the  period  prescribed  in  para¬ 
graph  (3)  of  this  subsection)  on  the  question  whether 
services  in  positions  covered  by  such  retirement  system 
should  be  excluded  from  or  included  under  the  agreement, 
(B)  an  opportunity  to  vote  in  such  referendum  was  given 
(and  was  limited)  to  the  employees  who  were  in  such  posi¬ 
tions  at  the  time  the  referendum  w7as  held  and  to  the  indi¬ 
viduals  who  on  such  date  were  twenty-one  years  of  age  or 
older  and  were  receiving  periodic  payments  under  such 
retirement  system,  and  (C)  not  less  than  two-thirds  of  the 
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voters  in  such  referendum  voted  in  favor  of  including  serv- 

© 

ices  in  such  positions  under  the  agreement. 

“(2)  No  modification  of  an  agreement  with  any  State 
may  provide  for  the  inclusion  of  services  performed  in 
positions  covered  by  a  retirement  system  in  effect  on  the 
date  the  modification  is  agreed  to  unless  the  State  requests 
such  inclusion  and  the  Governor  of  the  State  makes  a  certi¬ 
fication  which  meets  the  requirements  of  clauses  (A) ,  (B) , 
and  ( C )  of  paragraph  ( 1 ) . 

“(3)  The  period  within  which  a  referendum  must  be 
held  for  the  purposes  of  this  subsection  shall  be  the  period 
beginning  one  year  before  the  effective  date  of  the  agree¬ 
ment  and  ending  on  the  date  such  agreement  is  entered 
into,  except  that  in  the  case  of  a  modification  of  an  agreement 
such  period  shall  begin  one  year  before  the  effective  date  of 
the  modification  and  end  on  the  date  such  modification  is 
agreed  to. 

“Payments  and  Reports  by  States 
“(e)  Each  agreement  under  this  section  shall  provide — 
“  ( 1 )  that  the  State  will  pay  to  the  Secretary  of 
the  Treasury,  at  such  time  or  times  as  the  Adminis¬ 
trator  may  by  regulation  prescribe,  amounts  equivalent 
to  the  sum  of  the  taxes  which  would  be  imposed 
by  sections  1400  and  1410  of  the  Internal  Revenue 
Code  if  the  services  of  employees  covered  by  the  agree- 
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ment  constituted  employment  as  defined  in  section  1426 
of  such  code; 

“(2)  that  the  State  will  comply  with  such  regula¬ 
tions  relating  to  payments  and  reports  as  the  Admin¬ 
istrator  may  prescribe  to  carry  out  the  purposes  of  this 
section. 

“Effective  Date  of  Agreement 
“(f)  Any  agreement  or  modification  of  an  agreement 
under  this  section  shall  be  effective  with  respect  to  services 
performed  after  an  effective  date  specified  in  such  agreement 
or  modification,  but  in  no  case  prior  to  January  1,  1950,  and 
in  no  case  (other  than  in  the  case  of  an  agreement  or 
modification  agreed  to  prior  to  January  1,  1952)  prior  to 
the  first  day  of  the  calendar  year  in  which  such  agreement 
or  modification,  as  the  case  may  be,  is  agreed  to  by  the 
Administrator  and  the  State. 

“Termination  of  Agreement 
“(g)  (1)  Upon  giving  at  least  two  years'  advance 

notice  in  writing  to  the  Administrator,  a  State  may  terminate, 
effective  at  the  end  of  a  calendar  quarter  specified  in  the 
notice,  its  agreement  with  the  Administrator  either — 

“  ( A)  in  its  entirety,  but  only  if  the  agreement  has 
been  in  effect  from  its  effective  date  for  not  less  than 
five  years  prior  to  the  reoeipt  of  such  notice ;  or 

“(B)  with  respect  to  any  coverage  group  desig- 
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nated  by  the  State,  but  only  if  the  agreement  has  been 
in  effect  with  respect  to  such  coverage  group  for  not 
less  than  five  years  prior  to  the  receipt  of  such  notice. 
“(2)  If  the  Administrator,  after  reasonable  notice  and 
opportunity  for  hearing  to  a  State  with  whom  he  has  entered 
into  an  agreement  pursuant  to  this  section,  finds  that  the 
State  has  failed  or  is  no  longer  legally  able  to  comply  sub¬ 
stantially  with  any  provision  of  such  agreement  or  of  this 
section,  he  shall  notify  such  State  that  the  agreement  will  be 
terminated  in  its  entirety,  or  with  respect  to  any  one  or  more 
coverage  groups  designated  by  him,  at  such  time,  not  later 
than  two  years  from  the  date  of  such  notice,  as  he  deems 
appropriate,  unless  prior  to  such  time  he  finds  that  there  no 
longer  is  any  such  failure  or  that  the  cause  for  such  legal 
inabilitv  has  been  removed. 

“(3)  If  any  agreement  entered  into  under  this  section 
is  terminated  in  its  entirety,  the  Administrator  and  the  State 
may  not  again  enter  into  an  agreement  pursuant  to  this 
section.  If  any  such  agreement  is  terminated  with  respect 
to  any  coverage  group,  the  Administrator  and  the  State 
may  not  thereafter  modify  such  agreement  so  as  to  again 
make  the  agreement  applicable  with  respect  to  such  cover¬ 
age  group. 

“Deposits  in  Trust  Fund;  Adjustments 
“(h)  (1)  All  amounts  received  by  the  Secretary  of 
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the  Treasury  under  an  agreement  made  pursuant  to  this 
section  shall  be  deposited  in  the  Trust  Fund. 

“  (2)  If  more  or  less  than  the  correct  amount  due  under 
an  agreement  made  pursuant  to  this  section  is  paid  with  re¬ 
spect  to  any  payment  of  remuneration,  proper  adjustments 
with  respect  to  the  amounts  due  under  such  agreement  shall 
be  made,  without  interest,  in  such  manner  and  at  such  times 
as  may  be  prescribed  by  regulations  of  the  Administrator. 

“  (3 )  If  an  overpayment  cannot  be  adjusted  under  para¬ 
graph  (2),  the  amount  thereof  and  the  time  or  times  it 
is  to  be  paid  shall  be  certified  by  the  Administrator  to  the 
Managing  Trustee,  and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any 
action  thereon  by  the  General  Accounting  Office,  shall  make 
payment  in  accordance  with  such  certification.  The  Man¬ 
aging  Trustee  shall  not  be  held  personalty  liable  for  anjr 
payment  or  payments  made  in  accordance  with  a  certifica¬ 
tion  by  the  Administrator. 

“Regulations 

“(i)  Regulations  of  the  Administrator  to  carry  out  the 
purposes  of  this  section  shall  be  designed  to  make  the  require¬ 
ments  imposed  on  States  pursuant  to  this  section  the  same, 
so  far  as  practicable,  as  those  imposed  on  employers  pur¬ 
suant  to  this  title  and  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code. 
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“Failure  To  Make  Payments 
“(j)  In  case  any  State  does  not  make,  at  the  time  or 
times  due,  the  payments  provided  for  under  an  agreement 
pursuant  to  this  section,  there  shall  be  added,  as  part  of 
the  amounts  due,  interest  at  the  rate  of  6  per  centum  per 
annum  from  the  date  due  until  paid,  and  the  Administrator 
may,  in  his  discretion,  deduct  such  amounts  plus  interest 
from  any  amounts  certified  to  the  Secretary  of  the  Treasury 
for  payment  to  such  State  under  any  other  provision  of 
this  Act.  Amounts  so  deducted  shall  he  deemed  to  have 
been  paid  to  the  State  under  such  other  provision  of  this 
Act.  Amounts  equal  to  the  amounts  deducted  under  this 
subsection  are  hereby  appropriated  to  the  Trust  Fund. 

“Instrumentalities  of  Two  or  More  States 
“  (k)  The  Administrator  may,  at  the  request  of  any 
instrumentality  of  two  or  more  States,  enter  into  an  agree¬ 
ment  with  such  instrumentality  for  the  purpose  of  extend¬ 
ing  the  insurance  system  established  by  this  title  to  services 
performed  by  individuals  as  employees  of  such  instrumen¬ 
tality.  Such  agreement,  to  the  extent  practicable,  shall 
be  governed  by  the  provisions  of  this  section  applicable  in 
the  case  of  an  agreement  with  a  State. 

“Delegation  of  Functions 

“(1)  The  Administrator  is  authorized,  pursuant  to 
agreement  with  the  head  of  any  Federal  agency,  to  dele- 
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gate  any  of  his  functions  under  this  section  to  any  officer  or 
employee  of  such  agency  and  otherwise  to  utilize  the  serv¬ 
ices  and  facilities  of  such  agency  in  carrying  out  such  func¬ 
tions,  and  payment  therefor  shall  be  in  advance  or  by  way 
of  reimbursement,  as  may  be  provided  in  such  agreement.” 

DISABILITY  INSURANCE  BENEFITS 

Sec.  107.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  218  (added  by  section  100  of  this 
Act)  the  following: 

“permanent  and  total  disability  insurance  benefits 
“Conditions  of  Entitlement 

“Sec.  219.  (a)  (1)  Every  permanently  and  totally 
disabled  individual  (as  defined  in  subsection  (h)  )  who— 
“(A)  has  not  attained  retirement  age, 

“(B)  has  filed  application  for  disability  insurance 
benefits, 

“(C)  is  insured  for  disability  insurance  benefits, 
and 

“(D)  has  been  under  a  disability  throughout  his 
■waiting  period, 

shall  be  entitled  to  a  disability  insurance  benefit  for 
each  month,  beginning  with  the  first  month  after  his  waiting 
period  in  which  he  becomes  so  entitled  to  such  insurance 
benefits  and  ending  with  the  month  preceding  the  first  month 
In  viiioh  any  of  the  following  occurs:  he  ceases  to  be  a 
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permanently  and  totally  disabled  individual,  dies,  or  attains 
retirement  age. 

“(2)  The  term  ‘waiting  period’  means,  with  respect  to 

the  disability  of  any  individual,  the  period  beginning  with 

* 

the  calendar  month  in  which  occurred  his  disability  de¬ 
termination  date  (as  determined  under  subsection  (c)  )  and 
ending  at  the  expiration  of  the  sixth  calendar  month  following 
such  month. 

“(3)  An  individual  who  would  have  been  entitled 
to  a  disability  insurance  benefit  for  any  month  had  he  filed 
application  therefor  prior  to  the  end  of  such  month  shall 
be  entitled  to  such  benefit  for  such  month  if  he  files  applica¬ 
tion  therefor  prior  to  the  end  of  the  third  month  succeeding 
such  month;  except  that  the  provisions  of  this  paragraph  shall 
not  apply  for  purposes  of  determining  a  period  of  disability 
(as  defined  in  subsection  (i)  ) ,  or  when  a  disability  deter¬ 
mination  date  occurred. 

“  (4)  No  application  for  disability  insurance  benefits 
filed  prior  to  seven  months  before  the  first  month  for  which 
the  applicant  becomes  entitled  to  receive  such  benefits  shall 
be  accepted  as  an  application  for  purposes  of  this  section. 

“Determination  of  Insured  Status 

“(b)  An  individual  is  insured  for  purposes  of  disability 
insurance  benefits  if  he  had  not  less  than — 

“(i)  six  quarters  of  coverage  (as  determined  under 
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section  213  (a)  (2))  during  the  thirteen-quarter  period 
which  ends  with  the  quarter  in  which  his  disability 
determination  date  occurred;  and 

“  (2)  twenty  quarters  of  coverage  during  the  forty- 
quarter  period  which  ends  with  the  quarter  in  which 
his  disability  determination  date  occurred. 

In  case  such  individual  was  previously  entitled  to  disability 
insurance  benefits,  there  shall  be  excluded  from  the  count 
of  the  quarters  in  each  period  specified  in  paragraphs  (1) 
and  (2)  any  quarter  any  part  of  which  was  included  in  a 
period  of  disability  unless  such  quarter  is  a  quarter  of 
coverage. 

“Disability  Determination  Date 
“  (c)  For  the  purposes  of  this  title — 

“  ( 1 )  the  disability  determination  date  of  any  indi¬ 
vidual  who  files  application  for  disability  insurance 
benefits  prior  to  1953  shall  be  whichever  of  the  fol¬ 
lowing  days  is  the  latest:  (A)  The  day  the  disability 
began,  (B)  June  30,  1950,  or  (C)  the  first  da}^  of  the 
first  quarter  in  which  he  would  be  insured  for  disability 
insurance  benefits  with  respect  to  such  disability  if  he 
had  filed  application  therefor  in  such  quarter;  and 

“  ( 2 )  the  disability  determination  date  of  any  in¬ 
dividual  who  files  application  for  disability  insurance 
benefits  after  1952  shall  be  whichever  of  the  follow- 
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mg  days  is  the  latest:  (A)  The  day  the  disability 
began,  (B)  the  first  day  of  the  tenth  month  prior  to 
the  month  in  which  he  filed  such  application,  or  (0) 
the  first  day  of  the  first  quarter  in  which  he  would 
be  insured  for  disability  insurance  benefits  with  re¬ 
spect  to  such  disability  if  he  had  filed  application 
therefor  in  such  quarter. 

“Determination  of  Disability 
“(d)  The  Administrator  shall  make  provision  for  deter¬ 
minations  of  disability  and  redeterminations  thereof  at  neces- 
sarv  intervals,  and  he  shall  by  regulation  provide  for  such 
examinations  of  individuals  as  he  deems  necessary  for  pur¬ 
poses  of  determining  or  redetermining  disability  and  entitle¬ 
ment  to  benefits  by  reason  thereof.  In  the  case  of  any 
individual  submitting  to  such  an  examination,  the  Adminis¬ 
trator  may  pay,  in  accordance  with  regulations  prescribed 
by  him,  (1)  the  necessary  travel  expenses  (including  sub¬ 
sistence  expenses  incident  thereto)  of  such  individual  in  con¬ 
nection  with  such  examination,  and  (2)  if  the  examination 
is  made  by  a  physician  who  is  not  an  employee  of  the  United 
States,  the  necessary  expenses  (including  a  fee)  for  such 
examination.  There  is  hereby  authorized  to  be  appropri¬ 
ated  for  each  fiscal  year  from  the  Trust  Dund  such  amount 
as  may  be  necessary  for  the  purposes  of  this  subsection. 
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“Reduction  of  Benefit 

“(e)  (1)  Where  a  benefit  is  payable  to  any  individual 
under  this  section  and  a  workmen’s  compensation  benefit 
or  benefits  have  been  or  are  paid  to  such  individual  on 
account  of  the  same  disability  for  the  same  period  of  time, 
such  individual’s  benefit  under  this  section  for  such  month 
shall,  prior  to  any  deductions  under  section  220,  be  reduced 
by  one-half,  or  by  an  amount  equal  to  one-half  of  such 
workmen’s  compensation  benefit  or  benefits,  whichever  is 
the  smaller. 

“(2)  In  case  the  benefit  of  any  individual  under  this 
section  is  not  reduced  as  provided  in  paragraph  (1)  be¬ 
cause  such  benefit  is  paid  prior  to  the  payment  of  the  work¬ 
men’s  compensation  benefit,  the  reduction  shall  be  made 
by  deductions,  at  such  time  or  times  and  in  such  amounts 
as  the  Administrator  may  determine,  from  any  other  pay¬ 
ments  under  this  title  payable  on  the  basis  of  the  wages  or 
self-employment  income  of  such  individual. 

“  (3)  If  the  workmen’s  compensation  benefit  is  payable 
on  other  than  a  monthly  basis  (excluding  a  benefit  payable 
in  a  lump  sum  unless  it  is  a  commutation  of,  or  a  substitute 
for,  periodic  payments),  reduction  of  the  benefits  under 
this  subsection  shall  be  made  in  such  amounts  as  the  Ad¬ 
ministrator  finds  will  approximate,  as  nearly  as  practicable, 
the  reduction  prescribed  in  paragraph  ( 1 ) . 
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“  (4)  In  order  to  assure  that  the  purposes  of  this  sub¬ 
section  will  be  carried  out,  the  Administrator  may,  as  a 
condition  to  certification  for  payment  of  any  disability  insur¬ 
ance  benefit  payable  to  an  individual  under  this  section 
(if  it  appears  to  him  that  there  is  a  likelihood  that  such 
individual  may  be  eligible  for  a  workmen’s  compensation 
benefit  which  would  give  rise  to  a  reduction  under  this  sub¬ 
section)  ,  require  adequate  assurance  of  reimbursement  to 
the  Trust  Fund  in  case  workmen’s  compensation  benefits, 
with  respect  to  which  such  a  reduction  should  he  made, 
become  payable  to  such  individual  and  such  reduction  is 
not  made. 

“(5)  For  purposes  of  this  subsection,  the  term  ‘work¬ 
men’s  compensation  benefit’  means  a  cash  benefit,  allowance, 
or  compensation  payable  under  any  workmen’s  compensation 
law  or  plan  of  the  United  States  or  of  any  State. 

“Termination  of  Entitlement  to  Benefits 
by  Administrator 

“  (f)  In  any  case  in  which  an  individual  has  refused 
to  submit  himself  for  examination  or  reexamination  in  ac¬ 
cordance  with  regulations  of  the  Administrator,  or  has  with¬ 
out  good  cause  refused  to  accept  rehabilitation  services 
available  to  him  under  a  State  plan  approved  under  the 
Vocational  Rehabilitation  Act  (29  U.  S.  0.  ch.  4)  after 
being  directed  by  the  Administrator  to  do  so,  the  Adminis- 
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trator  may  find,  solely  because  of  such  refusal,  that  such 
individual  is  not  a  permanently  and  totally  disabled  individ¬ 
ual  or  that  his  disability  (previously  determined  to  exist) 
has  ceased.  The  Administrator  may  find  that  an  individual 
is  not  a  permanently  and  totally  disabled  individual  or  that 
his  disability  (previously  determined  to  exist)  has  ceased, 
if  such  individual  is  outside  the  United  States  and  the 
Administrator  finds  that  adequate  arrangements  have  not 
been  made  for  determining  or  redetermining  such  individual's 
disability. 


“Cooperation  with  Agencies  and  Groups 
“(g)  The  Administrator  is  authorized  to  secure  the 
cooperation  of  appropriate  agencies  of  the  United  States, 
of  States,  or  of  the  political  subdivisions  of  States  and  the 
cooperation  of  private  medical,  dental,  hospital,  nursing, 
health,  educational,  social,  and  welfare  groups  or  organiza¬ 
tions,  and  where  necessary  to  enter  into  voluntary  working 
agreements  with  any  of  such  public  or  private  agencies, 
organizations,  or  groups  in  order  that  their  advice  and  serv¬ 
ices  may  be  utilized  in  the  efficient  administration  of  this 
section. 

“Definitions  of  ‘Disability’  and  ‘Permanently  and  Totally 

Disabled  Individual’ 

“(h)  For  the  purposes  of  this  title — 


“L(1)J  the  term  ‘disability’  means  (A)  inability  to 
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engage  in  any  substantially  gainful  activity  by  reason 
of  any  medically  demonstrable  physical  or  mental  im¬ 
pairment  which  is  permanent,  or  (B)  blindness;  and 
the  term  ‘permanently  and  totally  disabled  individual’ 
means  an  individual  who  has  such  a  disability;  and 

“(2)  the  term  ‘blindness’  means  central  visual 
acuity  of  5/200  or  less  in  the  better  eye  with  correcting 
lenses.  An  eye  in  which  the  visual  field  is  reduced  to 
five  degrees  or  less  concentric  contraction  shall  be  con¬ 
sidered  for  the  purposes  of  this  paragraph  as  having  a 
central  visual  acuity  of  5/200  or  less. 

“Definition  of  ‘Period  of  Disability’ 

“  (i)  As  used  in  this  title  the  term  ‘period  of  disability’ 
means,  with  respect  to  any  individual,  a  period  of  one  or 
more  consecutive  calendar  months  for  each  of  which  such 
individual  was  entitled  to  a  disability  insurance  benefit  and — • 
“  ( 1 )  in  the  case  of  a  disability  with  respect  to 
which  application  for  disability  insurance  benefits  was 
filed  prior  to  1953 — the  six  or  more  calendar  months 
which  (A)  precede  the  first  month  of  such  period  of 
one  or  more  consecutive  calendar  months,  and  (B)  occur 
after  the  month  in  which  such  individual’s  disability 
determination  date  (as  determined  under  subsection 
(c)  )  occurred;  or 

“(2)  in  the  case  of  a  disability  with  respect  to 
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which  application  for  disability  insurance  benefits  was 
filed  after  1952 — the  six  calendar  months  preceding 
the  first  month  of  such  period  of  one  or  more  consecu¬ 
tive  calendar  months. 

‘'deductions  from  disability  insurance  benefits 

“Events  for  Which  Deductions  Are  Made 
“Sec.  220.  (a)  Deductions,  in  such  amounts  and  at  such 
time  or  times  as  the  Administrator  shall  determine,  shall  be 
made  from  any  payment  or  payments  under  this  title  to 
which  an  individual  is  entitled,  until  the  total  of  such  deduc¬ 
tions  equals  such  individual’s  benefit  under  section  219  for 
any  month — 

“(1)  in  which  such  individual  rendered  services 
as  an  employee  (whether  or  not  such  services  constitute 
employment  as  defined  in  section  210)  for  remuneration 
of  more  than  $50 ;  or 

“  (2)  for  which  such  individual  is  charged,  pursuant 
to  the  provisions  of  subsection  (c)  of  this  section,  with 
net  earnings  from  self-employment  (as  determined  pur¬ 
suant  to  subsection  (d)  )  of  more  than  $50;  or 

“(3)  in  which  such  individual  fails  to  submit  him¬ 
self  for  examination  in  accordance  with  regulations  of  the 
Administrator;  or 

“  (4)  in  which  such  individual  refuses  without 
good  cause  to  accept  rehabilitation  services  available  to 
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him  under  a  State  plan  approved  under  the  Vocational 
Rehabilitation  Act  after  direction  by  the  Administrator 
to  do  so;  or 

“  (5)  in  which  such  individual  is  outside  the  United 
States  if  the  Administrator  finds  that  adequate  arrange¬ 
ments  have  not  been  made  for  determining  or  redeter¬ 
mining  the  existence  of  the  disability  of  such  individual. 
In  accordance  with  such  regulations  as  the  Administrator 
may  prescribe,  the  Administrator  may,  if  in  his  judgment  it 
will  aid  in  the  process  of  rehabilitation  of  any  individual, 
suspend  or  modify  the  application  of  paragraphs  (1)  and 
(2)  of  this  subsection  for  any  month  during  which  such 
individual  is  receiving  rehabilitation  services  under  a  State 
plan  approved  under  the  Vocational  Rehabilitation  Act; 
except  that  the  Administrator  may  not  so  suspend  or  modify 
the  application  of  such  paragraphs  for  a ny  month  after 
the  eleventh  month  following  the  first  month  for  which  such 
suspension  or  modification  was  applicable. 

“Occurrence  of  More  Than  One  Event 
“(h)  If  more  than  one  event  occurs  in  any  one  month 
which  would  occasion  deductions  equal  to  a  benefit  for  such 
month,  only  an  amount  equal  to  such  benefit  shall  be 
deducted.  The  charging  of  net  earnings  from  self-employ- 
H.  R.  6000 - 7 
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mcnt  to  any  month  shall  he  treated  as  an  event  occurring  in 
the  month  to  which  such  net  earnings  are  charged. 
“Months  to  Which  Net  Earnings  Are  Charged 
“(c)  For  the  purposes  of  subsection  (a)  (2)  of  this 
section — 

“  ( 1 )  If  an  individual's  net  earnings  from  sclf- 
employment  for  his  taxable  year  are  not  more  than  the 
product  of  $50  times  the  number  of  months  in  such  year, 
no  month  in  such  year  shall  be  charged  with  more  than 
$50  of  net  earnings  from  self-employment. 

“(2)  If  an  individual's  net  earnings  from  self- 
employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year,  each 
month  of  such  year  shall  be  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be  further 
charged  to  months  as  follows :  The  first  $50  of  such  excess 
shall  be  charged  to  the  last  month  of  such  taxable  year, 
and  the  balance,  if  any,  of  such  excess  shall  be  charged 
at  the  rate  of  $50  per  month  to  each  preceding  month  in 
such  year  until  all  of  such  balance  has  been  applied, 
except  that  no  part  of  such  excess  shall  be  charged  to  any 
month  (A)  for  which  such  individual  was  not  entitled  to 
a  benefit  under  this  title,  (B)  in  which  an  event  de¬ 
scribed  in  paragraph  (1)  ,  (3),  (4) ,  or  (5)  of  subsec- 
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lion  (a)  occurred,  or  (C)  In  which  such  individual 
did  not  engage  in  self-employment. 

“(3)  As  used  in  paragraph  (2),  the  term  ‘last 
month  of  such  taxable  year’  means  the  latest  month  in 
such  year  to  which  the  charging  of  the  excess  described 
in  such  paragraph  is  not  prohibited  by  the  applica¬ 
tion  of  clauses  (A),  (B),and  (C)  thereof. 

“(4)  For  the  purposes  of  clause  (0)  of  paragraph 
(2) ,  an  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in  such 
month  until  it  is  shown  to  the  satisfaction  of  the  Adminis¬ 
trator  that  such  individual  rendered  no  substantial  serv¬ 
ices  in  such  month  with  respect  to  any  trade  or  business 
the  net  income  or  loss  of  which  is  includible  for  the  pur¬ 
poses  of  this  subsection  in  computing  his  net  earnings 
from  self-employment  for  any  taxable  year.  The 
Administrator  shall  by  regulations  prescribe  the  methods 
and  criteria  for  determining  whether  or  not  an  individual 
has  rendered  substantial  services  with  respect  to  any 
trade  or  business. 

“Special  Eule  for  Computation  of  Net  Earnings  from 

Self-employment 

“(d)  For  the  purposes  of  this  section,  an  in- 
dividual’s  net  earnings  from  self-employment  for  any  taxable 
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year  shall  be  computed  as  provided  in  section  211  with  the 
following  adjustments : 

“(i)  Such  computation  shall  be  made  without 

regard  to  the  provisions  of  subsections  (a)  (2),  (a) 

'(8),  (c)  (1),  (c)  (4),  and  (c)  (5)  of  section  211, 

and 

“(2)  Such  computation  shall  be  made  without 

regard  to  the  provisions  of  sections  116,  212,  213,  251, 
and  252  of  the  Internal  Bevenue  Code. 

“Penalty  for  Failure  to  Beport  Certain  Events 
“(e)  Any  individual  in  receipt  (on  behalf  of  himself 
or  another  individual)  of  benefits  subject  to  deduction  under 
subsection  (a)  because  of  the  occurrence  of  an  event  specified 
therein  (other  than  an  event  described  in  paragraph  (2) 
thereof)  shall  report  such  occurrence  to  the  Administrator 
prior  to  the  receipt  and  acceptance  of  a  disability  insurance 
benefit  for  the  second  month  following  the  month  in  which 
such  event  occurred.  If  such  individual  knowingly  fails  to 
report  any  such  occurrence,  an  additional  deduction  equal 
to  that  imposed  under  such  subsection  shall  be  imposed, 
except  that  the  first  additional  deduction  imposed  by  this 
paragraph  in  the  case  of  any  individual  shall  not  exceed  an 
amount  equal  to  one  month’s  benefit  even  though  the  failure 
to  report  is  with  respect  to  more  than  one  month. 
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“Report  to  Administrator  of  Net  Earnings  Erom 
Self-employment 

“(f)  (1)  If  an  individual  is  entitled  to  any  disability 
insurance  benefit  during  any  taxable  year  in  which  he  has 
net  earnings  from  self-employment  in  excess  of  $50  times 
the  number  of  months  in  such  year,  such  individual  (or  the 
individual  in  receipt  of  such  benefit  on  his  behalf)  shall  make 
a  report  to  the  Administrator  of  his  net  earnings  from  self- 
employment  for  such  taxable  year.  Such  report  shall  be 
made  on  or  before  the  fifteenth  day  of  the  third  month 
following  the  close  of  such  year,  and  shall  contain  such 
information  and  be  made  in  such  manner  as  the  Admin¬ 
istrator  may  by  regulations  prescribe.  If  the  individual  fails 
within  the  time  prescribed  above  to  make  such  report  of  his 
net  earnings  from  self-employment  for  any  taxable  year 
and  any  deduction  is  imposed  under  subsection  (a)  (2)  of 
this  section  by  reason  of  such  net  earnings — 

“(A)  such  individual  shall  suffer  one  additional 
deduction  in  an  amount  equal  to  his  benefit  for  the  last 
month  in  such  taxable  year  for  which  he  was  entitled 
to  a  disability  insurance  benefit;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
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1  an  additional  deduction  in  the  same  amount  for  each 

2  month  or  fraction  thereof  during  which  such  failure 

3  continues  after  such  fourth  month; 

4  except  that  the  number  of  the  additional  deductions  required 

5  hv  this  paragraph  shall  not  exceed  the  number  of  months  in 

6  such  taxable  year  for  which  such  individual  received  and 

7  accepted  disability  insurance  benefits  and  for  which  de- 

8  ductions  are  imposed  under  subsection  (a)  (2)  by  reason 

9  of  such  net  earnings  from  self-employment.  If  more  than 

10  one  additional  deduction  would  he  imposed  under  this  para- 

11  graph  with  respect  to  a  failure  by  an  individual  to  file  a 

12  report  required  by  this  paragraph  and  such  failure  is  the 
18  first  for  which  any  additional  deduction  is  imposed  under  this 

14  paragraph,  only  one  additional  deduction  shall  be  imposed 

15  with  respect  to  such  first  failure. 

16  “(2)  If  the  Administrator  determines,  on  the  basis  of 

17  information  obtained  by  or  submitted  to  him,  that  it  may 

18  reasonably  be  expected  that  an  individual  entitled  to  dis- 

19  ability  insurance  benefits  for  any  taxable  year  will  suffer 

20  deductions  imposed  under  subsection  (a)  (2)  of  this  sec- 

21  tion  by  reason  of  his  net  earnings  from  self-employment 

22  for  such  year,  the  Administrator  may,  before  the  close 
28  of  such  taxable  year,  suspend  the  payment  for  each 

24  month  in  such  year  (or  for  only  such  months  as  the  Ad- 

25  ministrator  may  specify)  of  such  benefits  payable  to  him; 
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and  such  suspension  shall  remain  in  effect  with  respect  to 
the  benefits  for  any  month  until  the  Administrator 
has  determined  whether  or  not  any  deduction  is  im¬ 
posed  for  such  month  under  subsection  (a) .  The 
Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  information  with  respect  to  such  net  earnings  as  the 
Administrator  may  specify.  A  failure  by  such  individual 
to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (a)  (2)  of  this  section 
by  reason  of  his  net  earnings  from  self-employment  for  such 
year.” 

PUERTO  RICO 

Sec.  108.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  220  (added  by  section  107  of  this 
Act)  the  following: 

^EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO 

“Sec.  221.  If  the  Governor  of  Puerto  Rico  certifies  to 
the  President  of  the  United  States  that  the  legislature  of 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


104 


Puerto  Rico  has,  by  concurrent  resolution,  resolved  that  it 
desires  the  extension  to  Puerto  Rico  of  the  provisions  of 
this  title,  the  effective  date  referred  to  in  sections  210  (h), 
210  (i),  210  (j),  211  (a)  (7),  and  211  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification.” 

EECOEDS  OF  WAGES  AND  SELF-EMPLOYMENT  INCOME 
Sec.  109.  (a)  Subsection  (b)  of  section  205  of  the 
Social  Security  Act  is  amended  by  inserting  “former  wife 
divorced,' ”  after  “widow,”. 

(b)  Subsection  (c)  of  section  205  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“(c)  (1)  For  the  purposes  of  this  subsection — 

“(A)  The  term  ‘accounting  period’  means  a 
calendar  quarter  when  used  with  respect  to  wages,  and 
a  taxable  year  (as  defined  in  section  211  (e)  )  when 
used  with  respect  to  self-employment  income. 

“(E)  The  term  ‘time  limitation’  when  used  with 
respect  to  wages  means  a  period  of  four  years  and  one 
month,  and  when  used  with  respect  to  self-employment 
income  means  a  period  of  four  years,  two  months,  and 
fifteen  days. 

“(C)  The  term  ‘survivor’  means  an  individual’s 
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spouse,  former  wife  divorced,  child,  or  parent,  who 
survives  such  individual. 

“(2)  On  the  basis  of  information  obtained  by  or  sub¬ 
mitted  to  the  Administrator,  and  after  such  verification 
thereof  as  he  deems  necessary,  the  Administrator  shall  estab¬ 
lish  and  maintain  records  of  the  amounts  of  w'ages  paid  to, 
and  the  amounts  of  self-employment  income  derived  by, 
each  individual  and  of  the  accounting  periods  in  wliicli  such 
wages  were  paid  and  such  income  was  derived  and,  upon 
request,  shall  inform  any  individual  or  his  survivor  of  the 
amounts  of  wages  and  self-employment  income  of  such 
individual  and  the  accounting  periods  during  which  such 
wages  wTere  paid  and  such  income  was  derived,  as  shown 
by  such  records  at  the  time  of  such  request. 

“(3)  The  Administrator’s  records  shall  be  evidence  for 
the  purpose  of  proceedings  before  the  Administrator  or 
any  court  of  the  amounts  of  wages  paid  to,  and  self-employ¬ 
ment  income  derived  by,  an  individual  and  of  the  accounting 
periods  in  which  such  wages  wTere  paid  and  such  income 
was  derived.  The  absence  of  an  entry  in  such  records  as 
to  wages  alleged  to  have  been  paid  to,  or  as  to  self-employ¬ 
ment  income  alleged  to  have  been  derived  by,  an  individual 
in  any  accounting  period  shall  be  evidence  that  no  such 
alleged  wages  were  paid  to,  or  that  no  such  alleged  income 
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was  derived  by,  such  individual  during  such  accounting 
period. 

“  (4)  Prior  to  the  expiration  of  the  time  limitation 
following  any  accounting  period  the  Administrator  may, 
if  it  is  brought  to  his  attention  that  any  entry  of  wages  or 
self-employment  income  in  his  records  for  such  period  is 
erroneous  or  that  any  item  of  wages  or  self-employment 
income  for  such  period  has  been  omitted  from  such  records, 
correct  such  entry  or  include  such  omitted  item  in  his 
records,  as  the  case  may  be.  After  the  expiration  of 
the  time  limitation  following  any  accounting  period— 

“(A)  the  Administrator’s  records  (with  changes, 
if  any,  made  pursuant  to  paragraph  (5)  )  of  the  amounts 
of  wages  paid  to,  and  self-employment  income  derived 
by,  an  individual  in  such  accounting  period  shall  be 
conclusive  for  the  purposes  of  this  title; 

“(B)  the  absence  of  an  entry  in  the  Administrator’s 
records  as  to  the  wages  alleged  to  have  been  paid  by 
an  employer  to  an  individual  in  such  accounting  period 
shall  be  presumptive  evidence  for  the  purposes  of  this 
title  that  no  such  alleged  wages  were  paid  to  such  indi¬ 
vidual  in  such  accounting  period;  and 

“  (C)  the  absence  of  an  entry  in  the  Administra¬ 
tor’s  records  as  to  the  self-employment  income  alleged 
to  have  been  derived  by  an  individual  in  such  accounting 
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period  shall  be  conclusive  for  the  purposes  of  this  title 
that  no  such  alleged  self-employment  income  was  de¬ 
rived  by  such  individual  in  such  period  unless  it  is 
shown  that  he  filed  a  tax  return  of  his  self-employment 
income  for  such  accounting  period  before  the  expiration 
of  the  time  limitation  following  such  period,  in  which 
case  the  Administrator  shall  include  in  his  records  the 
self-employment  income  of  such  individual  for  such 
accounting  period. 

“  (5)  After  the  expiration  of  the  time  limitation  follow¬ 
ing  any  accounting  period  in  which  wages  were  paid 
or  alleged  to  have  been  paid  to,  or  self-employment  income 
was  derived  or  alleged  to  have  been  derived  by,  an  indi¬ 
vidual,  the  Administrator  may  change  or  delete  any  entry 
with  respect  to  wages  or  self-employment  income  in  his 
records  of  such  accounting  period  for  such  individual  or 
include  in  his  records  of  such  accounting  period  for  such 
individual  any  omitted  item  of  wages  or  self-employment 
income  but  only — 

“(A)  if  an  application  for  monthly  benefits  or  for 
a  lump-sum  death  payment  was  filed  within  the  time 
limitation  following  such  accounting  period;  except  that 
no  such  change,  deletion,  or  inclusion  may  be  made 
pursuant  to  this  subparagraph  after  a  final  decision  upon 
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the  application  for  monthly  benefits  or  lump-sum  death 
payment ; 

“(B)  if  within  the  time  limitation  following  such 
accounting  period  an  individual  or  his  survivor  makes 
a  request  for  a  change  or  deletion,  or  for  an  inclusion 
of  an  omitted  item,  and  alleges  in  writing  that  the  Ad¬ 
ministrator’s  records  of  the  wages  paid  to,  or  the  self- 
employment  income  derived  by,  such  individual  in  such 
accounting  period  are  in  one  or  more  respects  erroneous ; 
except  that  no  such  change,  deletion,  or  inclusion  may 
he  made  pursuant  to  this  subparagraph  after  a  final 
decision  upon  such  request.  Written  notice  of  the  Ad¬ 
ministrator’s  decision  on  any  such  request  shall  he  given 
to  the  individual  who  made  the  request; 

“(C)  to  correct  errors  apparent  on  the  face  of  such 
records ; 

“(D)  to  transfer  items  to  records  of  the  Railroad 
Retirement  Board  if  such  items  were  credited  under  this 
title  when  they  should  have  been  credited  under  the 
Railroad  Retirement  Act,  or  to  enter  items  transferred 
by  the  Railroad  Retirement  Board  which  have  been 
credited  under  the  Railroad  Retirement  Act  when  they 
should  have  been  credited  under  this  title; 

“(E)  to  delete  or  reduce  the  amount  of  any  entry 
which  is  erroneous  as  a  result  of  fraud; 
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“(F)  to  conform  his  records  to  tax  returns  or  por¬ 
tions  thereof  (including  information  returns  and  other 
written  statements)  filed  with  the  Commissioner  of 
Internal  Revenue  under  title  VIII  of  the  Social  Security 
Act,  under  subchapter  A  or  F  of  chapter  9  of  the  In¬ 
ternal  Revenue  Code,  or  under  regulations  made  under 
authority  of  such  title  or  subchapter,  and  to  information 
returns  filed  by  a  State  pursuant  to  an  agreement 
under  section  218  or  regulations  of  the  Administrator 
thereunder;  except  that  no  amount  of  self-employment 
income  of  an  individual  for  any  taxable  year  (if  such 
return  or  statement  was  filed  after  the  expiration  of  the 
time  limitation  following  the  taxable  year)  shall  he 
included  in  the  Administrator’s  records  pursuant  to  this 
subparagraph  in  excess  of  the  amount  which  has  been 
deleted  pursuant  to  this  subparagraph  as  payments 
erroneously  included  in  such  records  as  wages  paid  to 
such  individual  in  such  taxable  year; 

“(G)  to  include  wages  paid  in  such  accounting 
period  to  an  individual  by  an  employer  if  there  is  an 
absence  of  any  entry  in  the  Administrator’s  records  of 
wages  having  been  paid  by  such  employer  to  such  indi¬ 
vidual  in  such  period;  or 

“(H)  to  enter  items  which  constitute  remuneration 
for  employment  under  subsection  (p),  such  entries  to 
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be  in  accordance  with  certified  reports  of  records  made 
by  the  Railroad  Retirement  Board  pursuant  to  section 
5  (k)  (3)  of  the  Railroad  Retirement  Act  of  1937. 

“  (6)  Written  notice  of  any  deletion  or  reduction  under 
paragraph  (4)  or  (5)  shall  be  given  to  the  individual  whose 
record  is  involved  or  to  his  survivor,  except  that  (A)  in 
the  case  of  a  deletion  or  reduction  with  respect  to  any  entry 
of  wages  such  notice  shall  be  given  to  such  individual  only 
if  he  has  previously  been  notified  by  the  Administrator  of  the 
amount  of  his  wages  for  the  accounting  period  involved, 
and  (B)  such  notice  shall  be  given  to  such  survivor  only  if 
he  or  the  individual  whose  record  is  involved  has  previously 
been  notified  by  the  Administrator  of  the  amount  of  such 
individual’s  wages  and  self-employment  income  for  the 
accounting  period  involved. 

“(7)  Upon  request  in  writing  (within  such  period, 
after  any  change  or  refusal  of  a  request  for  a  change  of 
his  records  pursuant  to  this  subsection,  as  the  Administrator 
may  prescribe) ,  opportunity  for  hearing  with  respect  to 
such  change  or  refusal  shall  be  afforded  to  any  individual 
or  his  survivor.  If  a  hearing  is  held  pursuant  to  this  para¬ 
graph  the  Administrator  shall  make  findings  of  fact  and  a 
decision  based  upon  the  evidence  adduced  at  such  hearing 
and  shall  include  any  omitted  items,  or  change  or  delete 
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any  entry,  in  his  records  as  may  be  required  by  such  find¬ 
ings  and  decision. 

“(8)  Decisions  of  the  Administrator  under  this  sub¬ 
section  shall  be  reviewable  by  commencing  a  civil  action 
in  the  United  States  district  court  as  provided  in  subsec¬ 
tion  (g) .” 

(c)  Section  205  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  subsections: 

“Adjustment  of  Wages  from  Certain  Nonprofit 

Organizations 

“(o)  Notwithstanding  any  other  provision  of  this  title, 
in  the  case  of  wages  paid  to  an  individual  during  any  cal¬ 
endar  quarter  by  an  employer  entitled  (under  section  1412 
of  the  Internal  Revenue  Code)  to  an  exemption  from  the 
tax  imposed  by  section  1410  of  such  code,  only  one-half 
of  the  amount  of  such  wages  paid  during  such  calendar 
quarter  to  such  individual  shall  be  considered  as  paid  to  him 
for  the  purpose  of  determining  the  insured  status  of  such 
individual  and  for  the  purpose  of  determining  the  amount 
of  any  insurance  benefit  or  payment;  but  this  paragraph 
shall  not  apply  if  a  waiver  of  such  exemption  of  the  employer 
was  in  effect  for  such  calendar  quarter. 

“Crediting  of  Compensation  Under  the  Railroad  Retirement 

Act 

“  (p)  If  there  is  no  person  who  would  be  entitled,  upon 
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application  therefor,  to  an  annuity  under  section  5  of  the 
Railroad  Retirement  Act  of  1937,  or  to  a  lump-sum  pay¬ 
ment  under  subsection  (f)  (1)  of  such  section,  with 

respect  to  the  death  of  an  employee  (as  defined  in  such 
Act),  then,  notwithstanding  section  210  (a)  (10)  of  this 
Act,  compensation  (as  defined  in  such  Railroad  Retirement 
Act,  but  excluding  compensation  attributable  as  having  been 
paid  during  any  month  on  account  of  military  service 
creditable  under  section  4  of  such  Act  if  wages  are  deemed 
to  have  been  paid  to  such  employee  during  such  month 
under  section  217  (a)  of  this  Act)  of  such  employee 
shall  constitute  remuneration  for  employment  for  pur¬ 
poses  of  determining  (A)  entitlement  to  and  the  amount 
of  any  lump-sum  death  payment  under  this  title  on 
the  basis-  of  such  employee’s  wages  or  self-employment 
income  and  (B)  entitlement  to  and  the  amount  of  any 
monthly  benefit  under  this  title,  for  the  month  in  which 
such  employee  died  or  for  any  month  thereafter,  on  the 
basis  of  such  wages  or  self-employment  income.  For  such 
purposes,  compensation  (as  so  defined)  paid  in  a  calendar 
year  shall,  in  the  absence  of  evidence  to  the  contrary,  be 
presumed  to  have  been  paid  in  equal  proportions  with 
respect  to  all  months  in  the  year  in  which  the  employee 
rendered  services  for  such  compensation.  This  paragraph 
shall  not  be  applicable  in  the  case  of  any  monthly  benefit 
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1  or  lump-sum  death  payment  if  a  larger  such  benefit  or 

2  payment,  as  the  case  may  be,  would  be  payable  without 

3  its  application. 

4  “Special  Rules  in  Case  of  Federal  Service 

5  “(q)  (1)  With  respect  to  service  included  as  employ- 

6  ment  under  section  210  which  is  performed  in  the  employ 

7  of  the  United  States  or  in  the  employ  of  any  instrumentality 

8  which  is  wholly  owned  by  the  United  States,  the  Admin- 
3  istrator  shall  not  make  determinations  as  to  whether  an 

Id  individual  has  performed  such  service,  the  periods  of  such 
44  service,  the  amounts  of  remuneration  for  such  service  which 

42  constitute  wages  under  the  provisions  of  section  209,  or  the 

43  periods  in  which  or  for  which  such  wages  were  paid,  but 

44  shall  accept  the  determinations  with  respect  thereto  of  the 

45  head  of  the  appropriate  Federal  agency  or  instrumentality, 

46  and  of  such  agents  as  such  head  may  designate,  as  evidenced 

17  by  returns  filed  in  accordance  with  the  provisions  of  section 

18  1420  (e)  of  the  Internal  Revenue  Code  and  certifications 

19  made  pursuant  to  this  subsection.  Such  determinations  shall 

20  fie  final  and  conclusive. 

21  “  (2)  The  head  of  any  such  agency  or  instrumentality  is 

22  authorized  and  directed,  upon  written  request  of  the  Admin- 

23  istrator,  to  make  certification  to  him  with  respect  to  any 

24  matter  determinable  for  the  Administrator  bv  such  head  or 

«/ 
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his  agents  under  this  subsection,  which  the  Administrator 
finds  necessary  in  administering  this  title. 

“(3)  The  provisions  of  paragraphs  (1)  and  (2) 
shall  be  applicable  in  the  case  of  service  performed  by  a 
civilian  employee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Exchange 
Service,  Army  and  Air  Force  Motion  Picture  Service,  Navy 
Ship’s  Service  Stores,  Marine  Corps  Post  Exchanges,  or 
other  activities,  conducted  by  an  instrumentality  of  the 
United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National  Military  Establish¬ 
ment  for  the  comfort,  pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel  of  such  Establish¬ 
ment;  and  for  purposes  of  paragraphs  (1)  and  (2)  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of  such 
instrumentality.” 

MISCELLANEOUS  AMENDMENTS 
Sec.  110.  (a)  The  heading  of  title  II  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  BENEFITS” 

(b)  (1)  The  first  sentence  of  section  201  (a)  of  the 
Social  Security  Act  is  amended  by  striking  out  “Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund”  and  insert- 
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mg  in  lieu  thereof  “Federal  Old-Age,  Survivors,  and  Disa¬ 
bility  Insurance  Trust  Fund”. 

(2)  The  second  sentence  of  section  201  (a)  of  the 
Social  Security  Act  is  amended  by  striking  out  “such  amounts 
as  may  be  appropriated  to  the  Trust  Fund”  and  inserting 
in  lieu  thereof  “such  amounts  as  may  be  appropriated  to, 
or  deposited  in,  the  Trust  Fund”. 

(3)  The  third  sentence  of  section  201  (a)  of  such  Act 
is  amended  by  striking  out  the  words  “the  Federal  Insurance 
Contributions  Act”  and  inserting  in  lieu  thereof  the  follow¬ 
ing:  “subchapters  A  and  F  of  chapter  9  of  the  Internal 
Revenue  Code”. 

(4)  Section  201  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  the  following:  “There  is  also  author¬ 
ized  to  be  appropriated  to  the  Trust  Fund  such  additional 
sums  as  may  be  required  to  finance  the  benefits  and  payments 
provided  under  this  title.” 

(5)  Section  201  (b)  of  such  Act  is  amended  by  striking 
out  “Chairman  of  the  Social  Security  Board”  and  inserting 
in  lieu  thereof  “Federal  Security  Administrator”. 

(6)  Section  201  (b)  of  such  Act  is  amended  by  adding 
after  the  second  sentence  thereof  the  following  new  sentence : 
“The  Commissioner  for  Social  Security  shall  serve  as  Secre¬ 
tary  of  the  Board  of  Trustees.”. 

(7)  Paragraph  (2)  of  section  201  (b)  of  such  Act  is 
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amended  by  striking  out  “on  the  first  day  of  each  regular 
session  of  the  Congress”  and  inserting  in  lieu  thereof  “not 
later  than  the  first  day  of  March  of  each  year”. 

(8)  Section  201  (b)  of  such  Act  is  amended  by  striking 
out  the  period  at  the  end  of  paragraph  (3)  and  inserting 
in  lieu  thereof  “;  and”,  and  by  adding  the  following  new 
paragraph : 

“  (4)  Recommend  administrative  procedures  and 
policies  designed  to  effectuate  the  proper  coordination 
of  the  social  insurances.” 

(9)  Section  201  (b)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following:  “Such  report  shall  be 
printed  as  a  House  document  of  the  session  of  the  Congress 
to  which  the  report  is  made.” 

(10)  Section  201  (f)  of  such  x4ct  is  amended  to  read  as 
follows : 

“(f)  (1)  The  Managing  Trustee  is  directed  to  pay 

from  the  Trust  Fund  into  the  Treasury  the  amount  esti¬ 
mated  by  him  and  the  Federal  Security  Administrator 
which  will  be  expended  during  a  three-month  period  by 
the  Federal  Security  Agency  and  the  Treasury  Department 
for  the  administration  of  titles  II  and  VIII  of  this  Act  and 
subchapters  A  and  F  of  chapter  9  of  the  Internal  Revenue 
Code.  Such  payments  shall  be  covered  into  the  Treasury 
as  repayments  to  the  account  for  reimbursement  of  expenses 
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incurred  in  connection  with  the  administration  of  titles  II 
and  VIII  of  this  Act  and  subchapters  A  and  E  of  chapter  9 
of  the  Internal  Revenue  Code. 

“(2)  The  Managing  Trustee  is  directed  to  pay  from 
the  Trust  Fund  into  the  Treasury  the  amount  estimated  by 
him  which  will  he  expended  during  each  three-month  period 
after  1949  b}^  the  Treasury  Department  for  refunds  of  taxes 
(including  interest,  penalties,  and  additions  to  the  taxes) 
under  title  VIII  of  the  Social  Security  Act  and  subchapters 
A  and  E  of  chapter  9  of  the  Internal  Revenue  Code  and  for 
interest  on  such  refunds  as  provided  by  law.  Such  payments 
shall  be  covered  into  the  Treasury  as  repayments  to  the 
account  for  refunding  internal-revenue  collections. 

“(3)  Repayments  made  under  paragraph  (1)  or  (2) 
shall  not  be  available  for  expenditures  but  shall  be  carried 
to  the  surplus  fund  of  the  Treasury.  If  it  subsequently 
appear  that  the  estimates  under  either  such  paragraph  in 
any  particular  three-month  period  were  too  high  or  too  low, 
appropriate  adjustments  shall  be  made  by  the  Managing 
Trustee  in  future  payments.” 

(c)  (1)  Sections  204,  205  (other  than  subsections  (c) 
and  (1)  ) ,  and  206  of  such  Act  are  amended  by  striking  out 
“Board”  wherever  appearing  therein  and  inserting  in  lieu 
thereof  “Administrator” ;  by  striking  out  “Board’s”  wherever 
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appearing  therein  and  inserting  in  lieu  thereof  “Adminis¬ 
trator’s”;  and  by  striking  out  (where  they  refer  to  the  Social 
Security  Board)  “it”  and  “its”  and  inserting  in  lieu  thereof 
“lie”,  “him”,  or  “his”,  as  the  context  may  require. 

(2)  Section  205  (1)  of  such  Act  is  amended  to  read  as 
follows : 

“  (1)  The  Administrator  is  authorized  to  delegate  to  any 
member,  officer,  or  employee  of  the  Federal  Security  Agency 
designated  by  him  any  of  the  powers  conferred  upon  him  by 
this  section,  and  is  authorized  to  be  represented  by  bis  own 
attorneys  in  any  court  in  any  case  or  proceeding  arising  under 
the  provisions  of  subsection  (e).” 

(d)  Section  208  of  such  Act  is  amended  by  striking 
out  the  words  “the  Federal  Insurance  Contributions  Act” 
and  inserting  in  lieu  thereof  the  following:  “subchapter  A 
or  F  of  chapter  9  of  the  Internal  Bevenue  Code”. 

INCREASE  OF  EXISTING  BENEFITS ;  COMPUTATIONS  IN 
CASE  OF  ENTITLEMENT  OR  DEATH  PRIOR  TO  19  50 
Sec.  111.  (a)  Notwithstanding  subsection  (a)  of  sec¬ 
tion  215  of  the  Social  Security  Act  as  amended  by  this 
Act,  the  primary  insurance  amount  (prior  to  any  recompu¬ 
tation  under  subsection  (g)  of  such  section)  of  any  indi¬ 
vidual  who  died  prior  to  1950  or  who  was  entitled  to  a 
primary  insurance  benefit  for  any  month  prior  to  1950 
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1  shall,  to  the  extent  provided  in  the  following  subsections, 

2  be  determined  by  use  of  the  following  table: 


i 


Primary  insurance  benefit  before  1950 


$10 

$11 

$12 
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$28 
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$31 
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$39, 

$40, 

$41. 

$42. 

$43. 

$44. 

$45. 

$46. 


II 

Primary  insur¬ 
ance  amount 
after  1949 

III 

Assumed  average 
monthly  wage 
for  purpose 
of  computing 
maximum 
benefits 

$25.  00 

$50.  00 

26.  30 

52.  00 

27.  50 

54.  50 

28.  70 

57.  00 

29.  80 

59.  50 

30.  90 

62.  00 

32.  00 

64.  50 

33.  10 

68.  50 

34.  20 

68.  50 

35.  20 

70.  50 

36.  30 

72.  50 

37.  40 

74.  50 

38.  70 

77.  50 

40.  30 

82.  50 

42.  40 

88.  50 

44.  50 

97.  00 

46.  30 

106. 00 

47.  80 

116. 00 

49.  00 

125.  00 

50.  00 

133.  00 

50.  90 

141.  00 

51.  80 

149.  00 

52.  70 

157.  00 

53.  60 

165.  00 

54.  50 

173.  00 

55.  40 

181.  00 

56.  30 

189.  00 

57.  20 

196.  00 

58.  10 

203.  00 

59.  00 

210.  00 

59.  90 

217.  00 

60.  80 

224.  00 

61.  70 

231.  00 

62.  60 

238.  00 

63.  50 

244.  00 

64.  40 

250.  00 

64.  40 

250.  00 

3  (b)  (1)  The  primary  insurance  amount  of  an  individ- 

4  ual  to  whom  a  primary  insurance  benefit  was  paid  for  any 

5  month  prior  to  1950  shall  (if  he  did  not  die  prior  to  1950) 

6  be  the  amount  in  column  II  of  the  table  (in  subsection  (a) ) 
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which  is  on  the  line  on  which  in  column  I  appears  his  primary 
insurance  benefit  (as  determined  under  subsection  (c)  ). 

(2)  The  primary  insurance  amount  of  an  individual 
who  was  entitled  to  primary  insurance  benefits  prior  to 
1950  hut  who  was  not  paid  a  primary  insurance  benefit  for 
any  month  prior  to  1950  shall  (if  he  did  not  die  prior  to 
1950)  be  determined  under  section  215  of  the  Social  Security 
Act  as  amended  by  this  Act. 

(3)  In  the  case  of  an  individual  who  died  prior  to 
1950  and — 

(A)  to  whom  a  primary  insurance  benefit  was 
paid  for  any  month  prior  to  1950,  or 

(B)  on  the  basis  of  whose  wages  a  monthly  benefit 
for  any  month  prior  to  1952  was  paid  or  a  lump-sum 
death  payment  was  made, 

the  primary  insurance  amount  of  such  individual  for  January 
1950  and  for  each  month  thereafter  shall  be  the  amount  in 
column  II  of  the  table  which  is  on  the  line  on  which  in 
column  I  appears  his  primary  insurance  benefit.  Such  pri¬ 
mary  insurance  benefit  shall  be  determined  under  title  II 
of  the  Social  Security  Act  as  in  effect  prior  to  the  enact¬ 
ment  of  this  Act;  except  that  in  the  case  of  any  World  War 
II  veteran  the  provisions  of  section  217  (a)  of  the  Social 
Security  Act  as  amended  by  this  Act  shall,  if  it  results  in 
entitlement  to  a  higher  primary  insurance  benefit,  be  appli- 
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cable  in  lieu  of  section  210  of  such  Act  as  in  effect  prior  to 
the  enactment  of  this  Act. 

(4)  In  the  case  of  an  individual  who  died  prior  to 
1950,  to  whom  a  primary  insurance  benefit  was  not  paid, 
and  on  the  basis  of  whose  wages  no  monthly  benefit  for  any 
month  prior  to  1952  was  paid  and  no  lump-sum  death  pay¬ 
ment  was  made,  the  primary  insurance  amount  of  such 
individual  shall  be  determined  under  section  215  of  the 
Social  Security  Act  as  amended  by  this  Act. 

(c)  The  primary  insurance  benefit  of  any  individual 
to  whom  subsection  (b)  (1)  is  applicable  shall  (for  pur¬ 
poses  of  column  I  of  the  table)  be  whichever  of  the  follow¬ 
ing  is  the  larger:  (A)  the  primary  insurance  benefit  paid 
to  such  individual  for  the  last  month  prior  to  1950  for  which 
he  was  paid  such  benefit,  or  (B)  if  the  primary  insurance 
benefit  is  recomputed  by  the  Administrator  pursuant  to  the 
following  provisions  of  this  subsection,  the  primary  insurance 
benefit  as  so  recomputed.  For  the  purposes  of  the  preceding 
sentence  the  Administrator  shall  recompute,  without  appli¬ 
cation  therefor,  the  primary  insurance  benefit  for  December 
1949  of  any  individual  to  whom  subsection  (b)  (1)  is 

applicable  if  such  individual  in  such  month  rendered  serv¬ 
ices  for  wages  of  $15  or  more,  or  if  such  individual  is  a 
World  War  II  veteran;  such  recomputation  to  be  made  in 
the  same  manner  as  if  such  individual  had  filed  application 
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for,  and  was  entitled  to,  a  recomputation  for  December 
1949  under  section  209  (q)  of  the  Social  Security  Act 
prior  to  its  amendment  by  this  Act,  except  that  in  making 
such  recomputation  section  217  (a)  of  the  Social  Security 
Act  as  amended  by  this  Act  shall  be  applicable  if  such 
individual  is  a  World  War  II  veteran. 

(d)  If  the  primary  insurance  amount  of  an  individual 
is  determined  from  the  table,  the  average  monthly  wage  of 
such  individual  shall,  for  the  purposes  of  section  203  (a) 
of  the  Social  Security  Act  as  amended  by  this  Act,,  be  the 
amount  which  appears  in  column  III  of  the  table  on  the  line 
on  which  appears  in  column  II  the  amount  of  his  primary 
insurance  amount.  Such  average  monthly  wage  shall  not, 
for  the  purposes  of  such  section  203  (a) ,  be  reduced  as  the 
result  of  any  recomputation  of  the  primary  insurance 
amount  under  section  215  (g)  of  the  Social  Security  Act 
as  amended  by  this  Act. 

(e)  In  the  case  of  any  individual  to  whom  paragraph 
(i)  or  (3)  of  subsection  (b)  is  applicable  and  the  amount 
of  whose  primary  insurance  benefit  falls  between  the 
amounts  on  any  two  consecutive  lines  in  column  I  of  the 
table,  his  primary  insurance  amount,  and  his  average 
monthly  wage  for  the  purposes  of  section  203  (a)  of  the 
Social  Security  Act  as  amended  by  this  Act,  shall  be  deter¬ 
mined  in  accordance  with  regulations  of  the  Administrator 
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designed  to  obtain  results  consistent  with  those  obtained 
pursuant  to  subsections  (b)  and  (d). 

TITLE  II— AMENDMENTS  TO  INTERNAL 
REVENUE  CODE 

EATE  OF  TAX  ON  WAGES 

Sec.  201.  (a)  Clauses  (2)  and  (3)  of  section  1400  of 
the  Internal  Revenue  Code  are  amended  to  read  as  follows: 

“( 2 )  With  respect  to  wages  received  during  the 
calendar  year  1950,  the  rate  shall  be  1|-  per  centum. 

“(3)  With  respect  to  wages  received  during  the 
calendar  years  1951  to  1959,  both  inclusive,  the  rate 
shall  be  2  per  centum. 

“(4)  With  respect  to  wages  received  during  the 
calendar  years  1960  to  1964,  both  inclusive,  the  rate 
shall  be  2|-  per  centum. 

“(5)  With  respect  to  wages  received  during  the 
calendar  years  1965  to  1969,  both  inclusive,  the  rate 
shall  be  3  per  centum. 

“  (6)  With  respect  to  wages  received  after  Decem¬ 
ber  31,  1969,  the  rate  shall  be  3£  per  centum.” 

(b)  Clauses  (2)  and  (3)  of  section  1410  of  the  In¬ 
ternal  Revenue  Code  are  amended  to  read  as  follows: 

“  (2)  With  respect  to  wages  paid  during  the  calen¬ 
dar  year  1950,  the  rate  shall  be  ly  per  centum. 
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“  (3)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1951  to  1959,  both  inclusive,  the  rate  shall 
be  2  per  centum. 

“  (4)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1960  to  1964,  both  inclusive,  the  rate  shall 
be  2|-  per  centum. 

“(5)  With  respect  to  wages  paid  during  the  cal¬ 
endar  years  1965  to  1969,  both  inclusive,  the  rate  shall 
be  3  per  centum. 

“(6)  With  respect  to  wages  paid  after  December 
31,  1969,  the  rate  shall  be  3|-  per  centum.” 

EXEMPTION  OF  NONPEOFIT  ORGANIZATIONS 

Sec.  202.  (a)  Section  1410  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “SEC.  1410.  RATE  OF  TAX.” 
and  inserting  in  lieu  thereof : 

“SEC.  1410.  IMPOSITION  OF  TAX. 

“(a)  Rate  of  Tax.— ” 

and  by  adding  at  the  end  of  such  section  the  following: 

“  (b)  Exemption. — Eor  exemption  of  certain  nonprofit 
organizations  from  the  tax  imposed  by  this  section,  see 
section  1412.” 

[(b)  Part  II  of  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code  is  amended  by  adding  at  the  end 
thereof  the  following  new  section : 
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"SEC.  1412.  EXEMPTION  OF  CERTAIN  NONPROFIT  OR¬ 
GANIZATIONS. 

“  (a)  Exemption. — Any  employer  which  is  a  cor¬ 
poration,  community  chest,  fund,  or  foundation,  organized 
and  operated  exclusively  for  religious,  charitable,  scientific, 
literary,  or  educational  purposes,  or  for  the  prevention  of 
cruelty  to  children  or  animals,  no  part  of  the  net  earnings 
of  which  inures  to  the  benefit  of  any  private  shareholder 
or  individual,  and  no  substantial  part  of  the  activities  of 
which  is  carrying  on  propaganda,  or  otherwise  attempting, 
to  influence  legislation,  shall  be  exempt  from  the  tax  imposed 
by  section  1410;  but  such  exemption  shall  not  he  applicable 
with  respect  to  wages  paid  by  such  employer  during  the 
period  for  which  a  waiver,  filed  by  such  employer  pursuant 
to  subsection  (b)  of  this  section,  is  in  effect. 

“(b)  Waiver  of  Exemption. — An  employer  de¬ 
scribed  in  subsection  (a)  may  waive  its  exemption  from 
the  tax  imposed  by  section  1410  by  filing  a  waiver  thereof 
in  such  form  and  manner,  and  with  such  official,  as  may  be 
prescribed  by  regulations  made  under  this  subchapter. 
Such  waiver  shall  be  effective  for  the  period  begin¬ 
ning  with  the  first  day  following  the  close  of  the  cal¬ 
endar  quarter  in  which  such  waiver  is  filed,  but  in  no  case 
shall  such  period  begin  prior  to  January  1,  1950.  The 
period  covered  by  such  waiver  may  be  terminated  by  the 
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employer,  effective  at  the  end  of  a  calendar  quarter,  upon 
giving  two  years’  advance  notice  in  writing,  but  only  if 
the  waiver  has  been  in  effect  for  not  less  than  five  years 
prior  to  the  receipt  of  such  notice.  Such  notice  of  termina¬ 
tion  may  be  revoked  by  the  employer  by  giving,  prior  to 

the  close  of  the  calendar  quarter  specified  in  the  notice  of 

termination,  a  written  notice  of  such  revocation.  Notice  of 
termination  or  of  revocation  thereof  shall  be  filed  in  such 

form  and  manner,  and  with  such  official,  as  may  be  pre¬ 

scribed  by  regulations  made  under  this  subchapter. 

“(c)  Termination  of  Waiver  Period  by  Commis¬ 
sioner. — If  the  Commissioner  finds  that  any  employer 
which  filed  a  waiver  pursuant  to  this  section  has  failed  to 
comply  substantially  with  the  requirements  of  this  sub- 
chapter  or  is  no  longer  able  to  comply  therewith,  the  Com¬ 
missioner  shall  give  such  employer  not  less  than  sixty  days’ 
advance  notice  in  writing  that  the  period  covered  by  such 
waiver  will  terminate  at  the  end  of  the  calendar  quarter 
specified  in  such  notice.  Such  notice  of  termination  may 
be  revoked  by  the  Commissioner  by  giving,  prior  to  the 
close  of  the  calendar  quarter  specified  in  the  notice  of  ter¬ 
mination,  written  notice  of  such  revocation  to  the  employer. 
No  notice  of  termination  or  of  revocation  thereof  shall  be 
given  under  this  subsection  to  an  employer  without  the  prior 
concurrence  of  the  Federal  Security  Administrator. 
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“(d)  No  Renewal  of  Waiver— In  the  event  the 
period  covered  by  a  waiver  filed  pursuant  to  this  section  is 
terminated  hy  the  employer,  no  waiver  may  again  be  made 
by  such  employer  pursuant  to  this  section/’ 

(c)  The  amendments  made  hy  this  section  shall  he 
applicable  only  with  respect  to  remuneration  paid  after  1949. 

FEDERAL  SERVICE 

Sec.  203.  (a)  Tart  II  of  subchapter  A  of  chapter  9 
of  the  Internal  Revenue  Code  is  amended  hy  adding  after 
section  1412  (added  by  section  202  of  this  Act)  the  follow¬ 
ing  new  section: 

“SEC.  1413.  INSTRUMENTALITIES  OF  THE  UNITED  STATES. 

“Notwithstanding  any  other  provision  of  law  (whether 
enacted  before  or  after  the  enactment  of  this  section)  which 
grants  to  any  instrumentality  of  the  United  States  an  exemp¬ 
tion  from  taxation,  such  instrumentality  shall  not  be  exempt 
from  the  tax  imposed  by  section  1410  unless  such  other  pro¬ 
vision  of  law  grants  a  specific  exemption,  by  reference  to 
section  1410,  from  the  tax  imposed  by  such  section.” 

(b)  Section  1420  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection : 

“(e)  Federal  Service— In  the  case  of  the  taxes  im¬ 
posed  by  this  subchapter  with  respect  to  service  performed 
in  the  employ  of  the  United  States  or  in  the  employ  of 
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any  instrumentality  which  is  wholly  owned  by  the  United 
States,  the  determination  whether  an  individual  has  per¬ 
formed  service  which  constitutes  employment  as  defined 
in  section  1426,  the  determination  of  the  amount  of  remu¬ 
neration  for  such  service  which  constitutes  wages  as  defined 
in  such  section,  and  the  return  and  payment  of  the  taxes  im¬ 
posed  by  this  subchapter,  shall  be  made  by  the  head  of  the 
Federal  agency  or  instrumentality  having  the  control  of  such 
service,  or  by  such  agents  as  such  head  may  designate.  The 
person  making  such  return  may,  for  convenience  of  adminis¬ 
tration,  make  payments  of  the  tax  imposed  under  section 
1410  with  respect  to  such  service  without  regard  to  the 
$3,600  limitation  in  section  1426  (a)  (1) ,  and  he  shall  not 
be  required  to  obtain  a  refund  of  the  tax  paid  under  section 
1410  on  that  part  of  the  remuneration  not  included  in  wages 
by  reason  of  section  1426  (a)  (1).  The  provisions  of  this 
subsection  shall  be  applicable  in  the  case  of  service  per¬ 
formed  by  a  civilian  employee,  not  compensated  from  funds 
appropriated  by  the  Congress,  in  the  Army  and  Air  Force 
Exchange  Service,  Army  and  Air  Force  Motion  Picture 
Service,  Navy  Ship’s  Service  Stores,  Marine  Corps  Post  Ex¬ 
changes,  or  other  activities,  conducted  by  an  instrumentality 
of  the  United  States  subject  to  the  jurisdiction  of  the  Secre¬ 
tary  of  Defense,  at  installations  of  the  National  Military 
Establishment  for  the  comfort,  pleasure,  contentment,  and 
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mental  and  physical  improvement  of  personnel  of  such. 
Establishment;  and  for  purposes  of  this  subsection  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of 
such  instrumentality.” 

(c)  Section  1411  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
sentence:  “For  the  purposes  of  this  section,  in  the  case  of 
remuneration  received  from  the  United  States  or  a  wholly 
owned  instrumentality  thereof  during  any  calendar  year 
after  the  calendar  year  1949,  each  head  of  a  Federal  agency 
or  instrumentality  who  makes  a  return  pursuant  to  section 
1420  (e)  and  each  agent,  designated  by  the  head  of  a 
Federal  agency  or  instrumentality,  who  makes  a  return 
pursuant  to  such  section  shall  be  deemed  a  separate 
employer.”. 

(d)  The  amendments  made  by  this  section  shall  be 
applicable  only  with  respect  to  remuneration  paid  after 
1949. 

DEFINITION  OF  WAGES 

Sec.  204.  (a)  Section  1426  (a)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(a)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu- 
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neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  not  include — 

“  ( 1 )  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$3,600  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year, 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a  trade 
or  business  of  a  predecessor,  and  immediately  after  the 
acquisition  emplo}rs  in  his  trade  or  business  an  individual 
who  immediately  prior  to  the  acquisition  was  employed 
in  the  trade  or  business  of  such  predecessor,  then,  for 
the  purpose  of  determining  whether  such  employer  has 
paid  remuneration  (other  than  remuneration  referred 
to  in  the  succeeding  paragraphs  of  this  subsection)  with 
respect  to  employment  equal  to  $3,600  to  such  indi¬ 
vidual  during  such  calendar  year,  any  remuneration 
with  respect  to  employment  paid  (or  considered  under 
this  paragraph  as  having  been  paid)  to  such  individual 
by  such  predecessor  during  such  calendar  year  and  prior 


131 


1 

2 

3 


4  * 


5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
19 


20 


21 

22 

23 


to  such  acquisition  shall  be  considered  as  having  been 
paid  by  such  employer; 

“(2)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his  em¬ 
ployees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide  for 
any  such  payment) ,  on  account  of  (A)  retirement,  or 
(B)  sickness  or  accident  disability,  or  (C)  medical  or 
hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  or  (D)  death; 

“(3)  Any  payment  made  to  an  employee  (includ¬ 
ing  aiiy  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay- 
ment)  on  account  of  retirement  ; 

“(4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses 
in  connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer ; 

“(5)  Any  payment  made  to,  or  on  behalf  of,  an 
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employee  (A)  from  or  to  a  trust  exempt  from  tax 
under  section  165  (a)  at  the  time  of  such  payment 
unless  such  payment  is  made  to  an  employee  of  the 
trust  as  remuneration  for  services  rendered  as  such 
employee  and  not  as  a  beneficiary  of  the  trust,  or  (B) 
under  or  to  an  annuity  plan  which,  at  the  time  of  such 
payment,  meets  the  requirements  of  section  165  (a) 
(3),  (4),  (5),  and  (6); 

“(6)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (A) 
of  the  tax  imposed  upon  an  employee  under  section 
1400,  or  (B)  of  any  payment  required  from  an  employee 
under  a  State  unemployment  compensation  law; 

“  (7)  Bemuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of  the 
employer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  ;  or 

“(8)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which  he 
attains  the  age  of  sixty-five,  if  he  did  not  work  for  the 
employer  in  the  period  for  which  such  payment  is  made. 
Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  subchapter,  he  considered  as  remuneration  paid  to 
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him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
so  much  of  the  amount  thereof  received  during  any  calendar 
quarter  as  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  such  quarter,  reports  in  writing  to  his 
employer  as  having  been  received  by  him  in  such  quarter 
shall  be  considered  as  remuneration  paid  by  his  employer, 
and  the  amount  so  reported  shall  be  considered  as  having 
been  paid  to  him  by  his  employer  on  the  date  on  which 
such  report  is  made  to  the  employer.” 

(b)  So  much  of  section  1401  (d)  (2)  of  the  Internal 
Bevenue  Code  as  precedes  the  second  sentence  thereof  is 
amended  to  read  as  follows: 

“(2)  Wages  received  during  1947,  1948,  and 
1949. — If  by  reason  of  an  employee  receiving  wages 
from  more  than  one  employer  during  the  calendar  year 
1947,  1948,  or  1949,  the  wages  received  by  him  dur¬ 
ing  such  year  exceed  $3,000,  the  employee  shall  be 
entitled  to  a  refund  of  any  amount  of  tax,  with  respect 
to  such  wages,  imposed  by  section  1400  and  deducted 
from  the  employee’s  wages  (whether  or  not  paid  to  the 
collector) ,  which  exceeds  the  tax  with  respect  to  the 
first  $3,000  of  such  wages  received.” 

(c)  Section  1401  (d)  of  the  Internal  Bevenue  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
paragraphs : 
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"'(’8)1  IMAGES  RECEIVED  AFTER  1949  —If  by  rea¬ 
son  of  an  employee  receiving  wages  from  more  than 
one  employer  during  any  calendar  year  after  the  calendar 
year  1949,  the  wages  received  by  him  during  such  year 
exceed  $3,600,  the  employee  shall  he  entitled  to  a  refund 
of  any  amount  of  tax,  with  respect  to  such  wages,  im¬ 
posed  by  section  1400  and  deducted  from  the  employee’s 
wages  (whether  or  not  paid  to  the  collector),  which 
exceeds  the  tax  with  respect  to  the  first  $3,600  of  such 
wages  received.  Behind  under  this  section  may  be 
made  in  accordance  with  the  provisions  of  law  applicable 
in  the  case  of  erroneous  or  illegal  collection  of  the  tax; 
except  that  no  such  refund  shall  be  made  unless  (A)  the 
employee  makes  a  claim,  establishing  his  right  thereto, 
after  the  calendar  year  in  which  the  wages  were  re¬ 
ceived  with  respect  to  which  refund  of  tax  is  claimed, 
and  (B)  such  claim  is  made  within  two  years  after 
the  calendar  year  in  which  such  wages  were  received. 
No  interest  shall  be  allowed  or  paid  with  respect  to 
any  such  refund. 

“(4)  Special  rules  in  the  case  of  federal 

AND  STATE  EMPLOYEES. — 

“  (A)  Federal  Employees. — In  the  case  of  re¬ 
muneration  received  from  the  United  States  or  a 
wholly  owned  instrumentality  thereof  during  any 
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calendar  year  after  the  calendar  year  1949,  each 
head  of  a  Federal  agency  or  instrumentality  who 
makes  a  return  pursuant  to  section  1420  (e)  and 
each  agent,  designated  by  the  head  of  a  Federal 
agency  or  instrumentality,  who  makes  a  return  pur¬ 
suant  to  such  section  shall,  for  the  purposes  of 
subsection  (c)  and  paragraph  (3)  of  this  subsec¬ 
tion,  be  deemed  a  separate  employer;  and  the  term 
‘wages’  includes,  for  the  purposes  of  paragraph  (3) 
of  this  subsection,  the  amount,  not  to  exceed  $3,600, 
determined  by  each  such  head  or  agent  as  consti¬ 
tuting  wages  paid  to  an  employee. 

“(B)  State  Employees. — For  the  purposes  of 
paragraph  (3)  of  this  subsection,  in  the  case  of 
remuneration  received  during  any  calendar  year 
after  the  calendar  year  1949,  the  term  ‘wages’ 
includes  remuneration  for  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act;  the  term  ‘employer’  includes 
a  State  or  any  political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of  the  foregoing; 
the  term  ‘tax’  or  ‘tax  imposed  by  section  1400’ 
includes,  in  the  case  of  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act,  an  amount  equivalent  to  the 
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tax  which  would  be  imposed  by  section  1400,  if 
such  services  constituted  employment  as  defined  in 
section  1426;  and  the  provisions  of  paragraph  (3) 
of  this  subsection  shall  apply  whether  or  not  any 
amount  deducted  from  the  employee’s  remuneration 
as  a  result  of  an  agreement  made  pursuant  to  sec¬ 
tion  218  of  the  Social  Security  Act  has  been  paid 
to  the  Secretary  of  the  Treasury.” 

(d)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  only  with  respect  to  remuneration 
paid  after  1919.  In  the  case  of  remuneration  paid  prior  to 
1950,  the  determination  under  section  1426  (a)  (1)  of  the 
Internal  Ee venue  Code  (prior  to  its  amendment  by  this 
Act)  of  whether  or  not  such  remuneration  constituted  wages 
shall  be  made  as  if  subsection  (a)  of  this  section  had  not 
been  enacted  and  without  inferences  drawn  from  the  fact 
that  the  amendment  made  by  subsection  (a)  is  not  made 
applicable  to  periods  prior  to  1950. 

DEFINITION  OF  EMPLOYMENT 

Sec.  205.  (a)  Effective  January  1,  1950,  section  1426 
(b)  of  the  Internal  Eevenue  Code  is  amended  to  read  as 
follows : 

“(b)  Employment. — The  term  ‘employment’  means 
any  service  performed  after  1936  and  prior  to  1950 
which  was  employment  for  the  purposes  of  this  sub- 
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chapter  under  the  law  applicable  to  the  period  in  which 
such  service  was  performed,  and  any  service,  of  whatever 
nature,  performed  after  1949  either  (A)  by  an  employee 
for  the  person  employing  him,  irrespective  of  the  citizen¬ 
ship  or  residence  of  either,  (i)  within  the  United  States,  or 
(ii)  on  or  in  connection  with  an  American  vessel  or  Amer¬ 
ican  aircraft  under  a  contract  of  service  which  is  entered  into 
within  the  United  States  or  during  the  performance  of 
which  the  vessel  or  aircraft  touches  at  a  port  in  the  United 
States,  if  the  employee  is  employed  on  and  in  connection 
with  such  vessel  or  aircraft  when  outside  the  United  States, 
or  (B)  outside  the  United  States  hy^  a  citizen  of  the  United 
States  as  an  employee  for  an  American  employer  (as  defined 
in  subsection  (i)  of  this  section)  ;  except  that,  in  the  case  of 
sendee  performed  after  1949,  such  term  shall  not  include — 

“(1)  Agricultural  labor  (as  defined  in  subsection 
(h)  of  this  section)  ; 

“(2)  (A)  Service  not  in  the  course  of  the  em¬ 

ployer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a  farm 
operated  for  profit; 

“  (B)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 
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“  ( 3 )  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter.  As  used 
in  this  paragraph,  the  term  “service  not  in  the  course 
of  the  employer’s  trade  or  business”  includes  domestic 
service  in  a  private  home  of  the  employer ; 

“(4)  S  crvice  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twent}7-one  in 
the  employ  of  his  father  or  mother; 

“(5)  Service  performed  by  an  individual  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  or 
on  or  in  connection  with  an  aircraft  not  an  American 
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aircraft,  if  the  individual  is  employed  on  and  In  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States ; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumen¬ 
tality  is  exempt  from  the  tax  imposed  by  section  1410 
by  virtue  of  any  provision  of  law  which  specifically 
refers  to  such  section  in  granting  such  exemption; 

“(7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned  by 
the  United  States,  but  only  if  (i)  such  service  is  covered 
by  a  retirement  system,  established  by  a  law  of  the 
United  States,  for  employees  of  the  United  States  or  of 
such  instrumentality,  or  (ii)  such  service  is  performed — 

“(A)  by  the  President  or  Vice  President  of 
the  United  States  or  by  a  Member,  Delegate,  or 
Resident  Commissioner,  of  or  to  the  Congress; 

“(B)  in  the  legislative  branch; 

“(C)  in  the  field  service  of  the  Post  Office 
Department ; 

“  (D)  in  or  under  the  Bureau  of  the  Census  of 
the  Department  of  Commerce  by  temporary  em¬ 
ployees  employed  for  the  taking  of  any  census; 

“(E)  by  any  employee  who  is  excluded  by 
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Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis ; 

“  (E)  by  any  employee  receiving  nominal  com¬ 
pensation  of  $12  or  less  per  annum; 

“(G)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof; 

“(H)  by  any  employee  who  is  excluded  by 
Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is 
serving  under  a  temporary  appointment  pending 
final  determination  of  eligibility  for  permanent  or 
indefinite  appointment ; 

“(I)  by  any  consular  agent  appointed  under 
authority  of  section  551  of  the  Foreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951)  ; 

“(J)  by  any  employee  included  under  section 
2  of  the  Act  of  August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other  student  employees 
of  hospitals  of  the  Federal  Government;  5  U.  S.  C., 
sec.  1052)  ; 

“(Iv)  in  the  employ  of  the  Tennessee  Valley 
Authority  in  a  position  which  is  covered  by  a  retire¬ 
ment  system  established  by  such  Authority; 

“  (L)  by  any  employee  serving  on  a  temporary 
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basis  in  case  of  fire,  storm,  earthquake,  flood,  or 
other  emergency;  or 

“  (M)  by  any  employee  who  is  employed 
under  a  Federal  relief  program  to  relieve  him  from 
unemployment ; 

“(8)  (A)  Service  (other  than  service  to  which 
subparagraph  (B)  of  this  paragraph  is  applicable) 
performed  in  the  employ  of  a  State,  or  any  political 
subdivision  thereof,  or  any  instrumentality  of  any  one 
or  more  of  the  foregoing  which  is  wholly  owned  by  one 
or  more  States  or  political  subdivisions; 

“(B)  Service  performed  in  the  employ  of  any 
political  subdivision  of  a  State  in  connection  with  the 
operation  of  any  public  transportation  system  unless  such 
service  is  performed  by  an  employee  whose  service  is 
not  included  under  an  agreement  entered  into  pursuant 
to  the  provisions  of  section  218  of  the  Social  Security 
Act  and  who — 

“  (i)  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system 
or  any  part  thereof;  and 

“  (ii)  prior  to  such  acquisition  rendered  serv¬ 
ices  which  constituted  employment  in  connection 
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with  tKe  operation  of  sucli  transportation  system  or 

part  thereof. 

In  the  case  of  an  employee  described  in  clauses  (i)  and 
[(ii)  who  became  such  an  employee  in  connection  with 
an  acquisition  made  prior  to  1950,  this  subparagraph 
shall  not  be  applicable  with  respect  to  such  employee 
if  the  political  subdivision  employing  him  files  with  l«he 
Commissioner  prior  to  January  1,  1950,  a  statement 
that  it  does  not  favor  the  inclusion  under  this  subpara¬ 
graph  of  any  individual  who  became  an  employee  in 
connection  with  such  acquisitions  made  prior  to  1950. 
For  the  purposes  of  this  subparagraph  the  term  ‘political 
subdivision’  includes  an  instrumentality  of  one  or  more 
political  subdivisions  of  a  State; 

“(9)  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order; 

“(10)  Service  performed  b}r  an  individual  as  an 
employee  or  employee  representative  as  defined  in 
section  1532; 

“(11)  ;  ( A)  Service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from 
income  tax  under  section  101,  if  the  remuneration  for 
such  service  is  less  than  $100; 
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"(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by 
a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  university; 

“  ( 12 )  Service  performed  in  the  employ  of  a  foreign 
government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative)  ; 

“(13)  Service  performed  in  the  employ  of  an  in¬ 
strumentality  wholly  owned  by  a  foreign  government — 
“(A)  If  the  service  is  of  a  character  similar 
to  that  performed  in  foreign  countries  by  employees 
of  the  United  States  Government  or  of  an  instru¬ 
mentality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
employees  thereof  exemption  is  claimed,  grants  an 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
the  United  States  Government  and  of  instrumen¬ 
talities  thereof; 

“(14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
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pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law ; 

‘‘(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity),  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  ; 

“(16)  (A)  Service  performed  by  an  individual 

under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution ; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
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ultimate  consumers,  under  an  arrangement  under  wliicli 
the  newspapers  or  magazines  are  to  be  sold  by  him 
at  a  fixed  price,  bis  compensation  being  based  on  the 
retention  of  the  excess  of  such  price  over  the  amount 
at  which  the  newspapers  or  magazines  are  charged  to 
him,  whether  or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  service,  or  is  entitled 
to  he  credited  with  the  unsold  newspapers  or  magazines 
turned  back; 

“(17)  Service  performed  in  the  employ  of  an 
international  organization;  or 

“(18)  Service  performed  by  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,  off  the  premises  of  such  person,  under  an  arrange¬ 
ment  whereby  such  individual  receives  his  entire  re¬ 
muneration  (other  than  prizes)  for  such  service  directly 
from  the  purchasers  of  such  goods  or  commodities,  if  such 
person  makes  no  provision  (other  than  by  correspond¬ 
ence)  with  respect  to  the  training  of  such  individual  for 
the  performance  of  such  service  and  imposes  no  require¬ 
ment  upon  such  individual  with  respect  to  (A)  the  fit¬ 
ness  of  such  individual  to  perform  such  service,  (B)  the 
geographical  area  in  which  such  service  is  to  be  per¬ 
formed,  (0)  the  volume  of  goods  or  commodities  to  be 
H.  B.  6000 - 10 
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sold  or  distributed,  or  (D)  the  selection  or  solicitation  of 
customers.” 

(b)  Effective  January  1,  1950,  section  1426  (e)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(e)  State,  Etc. — 

“  ( 1 )  The  term  ‘State’  includes  Alaska,  Hawaii, 
the  District  of  Columbia,  and  the  Virgin  Islands ;  and  on 
and  after  the  effective  date  specified  in  section  1633  such 
term  includes  Puerto  Rico. 

“(2)  United  States. — The  term  ‘United  States’ 
when  used  in  a  geographical  sense  includes  the  Virgin 
Islands;  and  on  and  after  the  effective  date  specified  in 
section  1633  such  term  includes  Puerto  Rico. 

“(3)  Citizen. — An  individual  who  is  a  citizen  of 
Puerto  Rico  (but  not  otherwise  a  citizen  of  the  United 
States)  and  who  is  not  a  resident  of  the  United 
States  shall  not  be  considered,  for  the  purposes  of  this 
section,  as  a  citizen  of  the  United  States  prior  to  the 
effective  date  specified  in  section  1633.” 

(c)  Section  1426  (g)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  “(g)  American  Vessel. — ”  and 
inserting  in  lieu  thereof  “(g)  American  Vessel  and  Air¬ 
craft. — ”,  and  by  striking  out  the  period  at  the  end  of  such 
subsection  and  inserting  in  lieu  thereof  the  following:  and 
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the  term  ‘American  aircraft’  means  an  aircraft  registered 
under  the  laws  of  the  United  States.” 

[(d)  Section  1426  (h)  of  the  Internal  Eevenue  Code 
is  amended  to  read  as  follows : 

“(h)  Agricultural  Labor— The  term  ‘agricultural 
labor’  includes  all  services  performed — 

“  ( 1 )  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultr}T,  and  fur-bearing  animals  and  wildlife. 

“  (2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“(3)  In  connection  with  the  production  or  har¬ 
vesting  of  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  or  in  connection  with  the 
ginning  of  cotton. 
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“  (4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to 
storage  or  to  market  or  to  a  carrier  for  transportation  to 
market,  in  its  unmanufactured  state,  any  agricultural  or 
horticultural  commodit}^;  but  only  if  such  operator  pro¬ 
duced  more  than  one-half  of  the  commodity  with  respect 
to  which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (A) , 
but  only  if  such  operators  produced  all  of  the  com¬ 
modity  with  respect  to  which  such  service  is  performed. 
For  the  purposes  of  this  subparagraph,  any  unincor¬ 
porated  group  of  operators  shall  be  deemed  a  coopera¬ 
tive  organization  if  the  number  of  operators  comprising 
such  group  is  more  than  twenty  at  any  time  during 
the  calendar  quarter  in  which  such  service  is  performed. 

“(C)  The  provisions  of  subparagraphs  (A)  and 
(B)  shall  not  be  deemed  to  be  applicable  with  respect 
to  service  performed  in  connection  with  commercial 
canning  or  commercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  commodity  after  its 
delivery  to  a  terminal  market  for  distribution  for 
consumption. 
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As  used  in  this  section,  the  term  ‘farm’  includes  stock, 
dairy,  poultry,  fruit,  fur-bearing  animal,  and  truck  farms, 
plantations,  ranches,  nurseries,  ranges,  greenhouses  or  other 
similar  structures  used  primarily  for  the  raising  of  agricul¬ 
tural  or  horticultural  commodities,  and  orchards.” 

[(e)  Section  1426  of  the  Internal  Eevenue  Code  is 
amended  by  striking  out  subsections  (i)  and  (j)  and  insert¬ 
ing  in  lieu  thereof  the  following : 

“  (i)  American  Employer,— The  term  ‘American 
employer’  means  an  employer  which  is  (1)  the  United 
States  or  any  instrumentality  thereof,  (2)  an  individual 
who  is  a  resident  of  the  United  States,  (3)  a  partnership, 
if  two-thirds  or  more  of  the  partners  are  residents  of  the 
United  States,  (4)  a  trust,  if  all  of  the  trustees  are  residents 
of  the  United  States,  or  (5)  a  corporation  organized  under 
the  laws  of  the  United  States  or  of  any  State.” 

(f)  Section  1426  (c)  of  the  Internal  Eevenue  Code  is 
amended  by  striking  out  “paragraph  (9)  ”  and  inserting  in 
lieu  thereof  “paragraph  (10)”. 

(g)  The  amendments  made  by  subsections  (c),  (d), 
(e),  and  (f)  of  this  section  shall  be  applicable  only  with 
respect  to  services  performed  after  1949. 

DEFINITION  OF  EMPLOYEE 

Sec.  206.  (a)  Section  1426  (d)  of  the  Internal  Eeve- 
nuc  Code  is  hereby  amended  to  read  as  follows: 
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1  “  ( d )  Employee. — The  term  ‘employee’  means— 

2  “(1)  any  officer  of  a  corporation;  or 

3  “  ( 2 )  any  individual  who,  under  the  usual  com- 

4  mon  law  rules  applicable  in  determining  the  employ  er- 

5  employee  relationship,  has  the  status  of  an  employee. 

6  Eor  purposes  of  this  paragraph,  if  an  individual  (either 

7  alone  or  as  a  member  of  a  group)  performs  service  for 

8  any  other  person  under  a  written  contract  expressly 

9  reciting  that  such  person  shall  have  complete  control 

10  over  the  performance  of  such  service  and  that  such  in- 

11  dividual  is  an  employee,  such  individual  with  respect 

12  to  such  service  shall,  regardless  of  any  modification 

13  not  in  writing,  be  deemed  an  employee  of  such  person 

14  (or,  if  such  person  is  an  agent  or  employee  with  re- 

15  spect  to  the  execution  of  such  contract,  the  employee 

16  of  the  principal  or  employer  of  such  person)  ;  or 

17  “(3)  any  individual  (other  than  an  individual 

18  who  is  an  emplo}^ee  under  paragraph  (1)  or  (2)  of  this 

19  subsection)  who  performs  services  for  remuneration 

20  for  any  person — 

21  “(A)  as  an  outside  salesman  in  the  manufac- 

22  turing  or  wholesale  trade; 

23  “(B)  as  a  full-time  life  insurance  salesman; 

“(C)  as  a  driver-lessee  of  a  taxicab; 

“(D)  as  a  home  worker  on  materials  or  goods 
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which  are  furnished  by  the  person  for  whom  the 
services  are  performed  and  which  are  required  to  be 
returned  to  such  person  or  to  a  person  designated 
by  him; 

“(E)  as  a  contract-logger; 

“(F)  as  a  lessee  or  licensee  of  space  within 
a  mine  when  substantially  all  of  the  product  of  such 
services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor;  or 

“(G)  as  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  individual  (i) 
is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the 
services  with  respect  to  designated  or  regular  cus¬ 
tomers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
if  the  contract  of  service  contemplates  that  substantially 
all  of  such  services  (other  than  the  services  described 
in  subparagraph  (E)  )  are  to  be  performed  personally 
by  such  individual;  except  that  an  individual  shall  not 
be  included  in  the  term  'employee’  under  the  provi¬ 
sions  of  this  paragraph  if  such  individual  has  a  substan¬ 
tial  investment  (other  than  the  investment  by  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 
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the  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  if  the 
services  are  in  the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed;  or 

“(4)  any  individual  who  is  not  an  employee 
under  paragraph  (1),  (2),  or  (3)  of  this  subsection 
but  who,  in  the  performance  of  service  for  any  person 
for  remuneration,  has,  with  respect  to  such  service, 
the  status  of  an  employee,  as  determined  by  the 
combined  effect  of  (A)  control  over  the  individual, 
(B)  permanency  of  the  relationship,  (C)  regularity 
and  frequency  of  performance  of  the  service,  (D)  inte¬ 
gration  of  the  individual’s  work  in  the  business  to  which 
lie  renders  service,  (E)  lack  of  skill  required  of  the 
individual,  (F)  lack  of  investment  by  the  individual  in 
facilities  for  work,  and  (G)  lack  of  opportunities  of  the 
individual  for  profit  or  loss.” 

(b)  The  amendment  made  by  this  section  shall  be  ap¬ 
plicable  only  with  respect  to  services  performed  after  1949. 

SELF-EMPLOYMENT  INCOME 

Sec.  207.  (a)  Chapter  9  of  the  Internal  Revenue  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
subchapter : 
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“SUBCHAPTER  F— TAX  ON  SELF-EMPLOYMENT 

INCOME 

“SEC.  1640.  RATE  OF  TAX. 

“In  addition  to  other  taxes,  there  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  beginning  after  De¬ 
cember  31,  1949,  upon  the  self-employment  income  of  every 
individual,  a  tax  as  follows : 

“  ( 1 )  In  the  case  of  any  taxable  year  beginning 
in  1950,  the  tax  shall  be  equal  to  2^  per  centum  of 
the  amount  of  the  self-employment  income  for  such 
taxable  year. 

“(2)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1950,  and  before  January  1,  1960, 
the  tax  shall  be  equal  to  3  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(3)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1959,  and  before  January  1,  1965, 
the  tax  shall  be  equal  to  3f  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(4)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1964,  and  before  January  1,  1970, 
the  tax  shall  be  equal  to  4^  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(5)  In  the  case  of  any  taxable  year  beginning 
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after  December  81,  1969,  the  tax  shall  be  equal  to  4f 
per  centum  of  the  amount  of  the  self-employment  income 
for  such  taxable  year. 

“SEC.  1641.  DEFINITIONS. 

“For  the  purposes  of  this  subchapter — 

“  (a)  Net  Earnings  From  Self-Employment. — The 
term  ‘net  earnings  from  self-employment’  means  the  gross 
income,  as  computed  under  chapter  1,  derived  by  an  indi¬ 
vidual  from  any  trade  or  business  carried  on  by  such  indi¬ 
vidual,  less  the  deductions  allowed  under  such  chapter  which 
are  attributable  to  such  trade  or  business,  plus  his  distributive 
share  (whether  or  not  distributed)  of  the  net  income  or  loss, 
as  computed  under  such  chapter,  from  any  trade  or  busi¬ 
ness  carried  on  by  a  partnership  of  which  he  is  a  member; 
except  that  in  computing  such  gross  income  and  deductions 
and  such  distributive  share  of  partnership  net  income  or 
loss — 

“  ( 1 )  There  shall  be  excluded  rentals  from  real  estate 
(including  personal  property  leased  with  the  real  estate) 
and  deductions  attributable  thereto,  unless  such  rentals 
are  received  in  the  course  of  a  trade  or  business  as  a 
real  estate  dealer; 

“  (2)  There  shall  be  excluded  income  derived  from 
any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  employees,  the  major 
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portion  of  the  services  would  constitute  agricultural  labor 
as  defined  in  section  1426  (h)  ;  and  there  shall  be  ex¬ 
cluded  all  deductions  attributable  to  such  income; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture,  note, 
or  certificate,  or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered  form  by  any  cor¬ 
poration  (including  one  issued  by  a  government  or  po¬ 
litical  subdivision  thereof)  unless  such  dividends  and 
interest  are  received  in  the  course  of  a  trade  or  business 
as  a  dealer  in  stocks  or  securities ; 

“(4)  There  shall  be  excluded  any  gain  or  loss 
(A)  which  is  considered  under  chapter  1  as  gain  or  loss 
from  the  sale  or  exchange  of  a  capital  asset,  (B)  from 
the  cutting  or  disposal  of  timber  if  section  117  (j)  is 
applicable  to  such  gain  or  loss,  or  (C)  from  the  sale, 
exchange,  involuntary  conversion,  or  other  disposition 
of  property  if  such  property  is  neither  (i)  stock  in 
trade  or  other  property  of  a  kind  which  would  properly 
be  includible  in  inventory  if  on  hand  at  the  close  of  the 
taxable  year,  nor  (ii)  property  held  primarily  for  sale 
to  customers  in  the  ordinary  course  of  the  trade  or 
business ; 

“  (5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s)^  shall  not  be  allowed; 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


156 


“(6)  (A)  If  any  of  the  income  derived  from  a 

trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership)  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  wThich  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the 
gross  income  and  deductions  of  the  wife; 

“  (B)  If  any  portion  of  a  partner’s  distributive  share 
of  the  net  income  or  loss  from  a  trade  or  business  carried 
on  by  a  partnership  is  community  income  or  loss  under 
the  community  property  laws  applicable  to  such  share,  all 
of  such  distributive  share  shall  he  included  in  computing 
the  net  earnings  from  self-employment  of  such  partner, 
and  no  part  of  such  share  shall  be  taken  into  account  in 
computing  the  net  earnings  from  self-employment  of  the 
spouse  of  such  partner; 

“  ( 7 )  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  1633, 
(A)  the  term  ‘possession  of  the  United  States’  as  used 
in  section  251  shall  not  include  Puerto  Rico,  and  (B) 
a  citizen  or  resident  of  Puerto  Rico  shall  compute  his 
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net  earnings  from  self-employment  in  tlie  same  manner 
as  a  citizen  of  the  United  States  and  without  regard 
to  the  provisions  of  section  252 ; 

“  ( 8 )  There  shall  be  excluded  income  derived  from 
a  trade  or  business  of  publishing  a  newspaper  or  other 
publication  having  a  paid  circulation,  together  with  the 
income  derived  from  other  activities  conducted  in  con¬ 
nection  with  such  trade  or  business;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income. 

If  the  taxable  year  of  a  partner  is  different  from  that 
of  the  partnership,  the  distributive  share  which  he  is 
required  to  include  in  computing  his  net  earnings  from  self- 
employment  shall  be  based  upon  the  net  income  or  loss  of 
the  partnership  for  any  taxable  year  of  the  partnership 
(even  though  beginning  prior  to  January  1,  1950)  end¬ 
ing  within  or  with  his  taxable  year. 

“(b)  Self-Employment  Income— The  term  'self- 
employment  income’  means  the  net  earnings  from  self- 
employment  derived  by  an  individual  (other  than  a  non¬ 
resident  alien  individual)  during  any  taxable  year  beginning 
after  December  31,  1949;  except  that  such  term  shall  not 
include — 

“  ( 1 )  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,600,  minus 
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(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year ;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

For  the  purposes  of  clause  (1)  the  term  ‘wages’  includes 
remuneration  paid  to  an  employee  if  such  remuneration 
is  for  services  included  under  an  agreement  entered  into 
pursuant  to  the  provisions  of  section  218  of  the  Social 
Security  Act  (relating  to  coverage  of  State  employees). 
In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  1633,  an  individual  who  is 
a  citizen  of  Puerto  Rico  (but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  or  of  the  Virgin  Islands  during  such  taxable  year  shall 
be  considered,  for  the  purposes  of  this  subsection,  as  a  non¬ 
resident  alien  individual.  An  individual  who  is  not  a  citizen 
of  the  United  States  but  who  is  a  resident  of  the  Virgin 
Islands  or  (after  the  effective  date  specified  in  section  1633) 
a  resident  of  Puerto  Rico  shall  not,  for  the  purposes  of 
this  subsection,  be  considered  to  be  a  nonresident  alien 
individual. 

“(c)  Trade  or  Business.— The  term  ‘trade  or  busi¬ 
ness’,  when  used  with  reference  to  self-employment  income 
or  net  earnings  from  self-employment,  shall  have  the  same 
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meaning  as  when  used  in  section  23,  except  that  such  term 
shall  not  include — 

“(1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  (other  than  service  described  in  sec¬ 
tion  1426  (b)  (16)  (B)  or  section  1426  (b)  (18) 
performed  by  an  individual  who  has  attained  the  age  of 
eighteen)  ; 

‘‘(3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532; 

“  (4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by 
such  order  ;  or 

“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome¬ 
trist,  or  as  a  Christian  Science  practitioner,  or  as  an  aero¬ 
nautical,  chemical,  civil,  electrical,  mechanical,  metal¬ 
lurgical,  or  mining  engineer;  or  the  performance  of  such 
service  by  a  partnership. 

“(d)  Employee  and  Wages.— The  term  'employee’ 
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and  tlie  term  ‘wages’  shall  have  the  same  meaning  as  when 
used  in  subchapter  A  of  this  chapter. 

“(e)  Taxable  Year. — The  term  ‘taxable  year’  shall 
have  the  same  meaning  as  when  used  in  chapter  1 ;  and 
the  taxable  year  of  any  individual  shall  be  a  calendar  year 
unless  he  has  a  different  taxable  year  for  the  purposes  of 
chapter  1,  in  which  case  his  taxable  year  for  the  purposes 
of  this  subchapter  shall  be  the  same  as  his  taxable  year  under 
chapter  1. 

“SEC.  1642.  NONDEDUCTIBILITY  OF  TAX. 

“For  the  purposes  of  the  income  tax  imposed  by  chapter 
1  or  by  any  Act  of  Congress  in  substitution  therefor,  the 
tax  imposed  by  section  1640  shall  not  be  allowed  as  a  deduc¬ 
tion  to  the  taxpayer  in  computing  his  net  income  for  any 
taxable  year. 

“SEC.  1643.  COLLECTION  AND  PAYMENT  OF  TAX. 

“  (a)  Administration —The  tax  imposed  by  this  sub- 
chapter  shall  be  collected  by  the  Bureau  of  Internal  Bevenue 
under  the  direction  of  the  Secretary  and  shall  be  paid  into 
the  Treasury  of  the  United  States  as  internal  revenue  collec¬ 
tions. 

“  (b)  Addition  to  Tax  in  Case  of  Delinquency. — 
If  the  tax  is  not  paid  when  due,  there  shall  be  added,  as  part 
of  the  tax,  interest  at  the  rate  of  6  per  centum  per  annum 
from  the  date  the  tax  became  due  until  paid. 
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“(c)  Method  of  Collection  and  Payment.— Such 
tax  shall  be  collected  and  paid  in  such  manner,  at  such  times, 
and  under  such  conditions,  not  inconsistent  with  this  sub- 
chapter,  as  may  he  prescribed  by  the  Commissioner  with 
the  approval  of  the  Secretary. 

“(d)  Fractional  Parts  of  a  Cent.— In  the  pay¬ 
ment  of  any  tax  under  this  subchapter  a  fractional  part  of 
a  cent  shall  be  disregarded  unless  it  amounts  to  one-half  cent 
or  more,  in  which  case  it  shall  be  increased  to  one  cent. 
“SEC.  1644.  OVERPAYMENTS  AND  UNDERPAYMENTS. 

“If  more  or  less  than  the  correct  amount  of  tax  imposed 
by  section  1640  is  paid  with  respect  to  any  taxable  year,  the 
amount  of  the  overpayment  shall  be  refunded,  and  the 
amount  of  the  underpayment  shall  be  collected,  in  such  man¬ 
ner  and  at  such  times  (subject  to  the  applicable  statute  of 
limitations  provided  in  section  3312  or  3313)  as  may  be 
prescribed  by  regulations  made  under  this  subchapter. 

“SEC.  1645.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  make  and  publish  such  rules  and  regulations  as  may  be 
necessary  for  the  enforcement  of  this  subchapter. 

“SEC.  1646.  OTHER  LAWS  APPLICABLE. 

“All  provisions  of  law  (including  penalties  and  statutes 
of  limitations)  applicable  with  respect  to  the  tax  imposed 
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by  section  2700  shall,  insofar  as  applicable  and  not  incon¬ 
sistent  with  the  provisions  of  this  subchapter,  be  applicable 
with  respect  to  the  tax  imposed  by  this  subchapter. 

“SEC.  1647.  TITLE  OF  SUBCHAPTER. 

“This  subchapter  may  be  cited  as  the  ‘Self-Employment 
Contributions  Act’.” 

(b)  Subchapter  E  of  chapter  9  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  sections: 

“SEC.  1633.  EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO. 

“If  the  Governor  of  Puerto  Rico  certifies  to  the  Presi¬ 
dent  of  the  United  States  that  the  legislature  of  Puerto  Rico 
has,  by  concurrent  resolution,  resolved  that  it  desires  the 
extension  to  Puerto  Rico  of  the  provisions  of  title  II  of  the 
Social  Security  Act,  the  effective  date  referred  to  in  sec¬ 
tions  1426  (e),  1641  (a)  (7),  and  1641  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification. 

“SEC.  1634.  COLLECTION  OF  TAXES  IN  VIRGIN  ISLANDS 
AND  PUERTO  RICO. 

“Notwithstanding  any  other  provision  of  law  respecting 
taxation  in  the  Virgin  Islands  or  Puerto  Rico,  all  taxes 
imposed  by  subchapters  A  and  E  of  this  chapter  shall  be 
collected  by  the  Bureau  of  Internal  Revenue  under  the 
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direction  of  the  Secretary  and  shall  be  paid  into  the  Treasury 
of  the  United  States  as  internal  revenue  collections.” 

(c)  Section  3801  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection : 

“  (g)  Taxes  Imposed  by  Chapter  9. — The  provisions 
of  this  section  shall  not  be  construed  to  apply  to  any  tax 
imposed  by  chapter  9.” 

MISCELLANEOUS  AMENDMENTS 
Sec.  208.  (a)  (1)  Section  1607  (b)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(b)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu¬ 
neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  not  include — 

“(1)  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs,  of  this  subsection)  equal  to 
$3,000  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  cakmdar  year 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a 
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trade  or  business  of  a  predecessor,  and  immediately 
after  the  acquisition  employs  in  his  trade  or  business 
an  individual  who  immediately  prior  to  the  acquisition 
was  employed  in  the  trade  or  business  of  such  prede¬ 
cessor,  then,  for  the  purpose  of  determining  whether 
such  employer  has  paid  remuneration  (other  than 
remuneration  referred  to  in  the  succeeding  paragraphs 
of  this  subsection)  with  respect  to  employment  equal 
to  $3,000  to  such  individual  during  such  calendar  year, 
any  remuneration  with  respect  to  employment  paid  (or 
considered  under  this  paragraph  as  having  been  paid) 
to  such  individual  by  such  predecessor  during  such  cal¬ 
endar  year  and  prior  to  such  acquisition  shall  be  con¬ 
sidered  as  having  been  paid  by  such  employer; 

“(2)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his  em¬ 
ployees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide  for 
any  such  payment),  on  account  of  (A)  retirement,  or 
(B)  sickness  or  accident  disability,  or  (C)  medical  or 
hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  or  (D)  death; 
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“(3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement ; 

“  (4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer ; 

“(5)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  (A)  from  or  to  a  trust  exempt  from  tax  under 
section  165  (a)  at  the  time  of  such  payment  unless  such 
payment  is  made  to  an  employee  of  the  trust  as  re¬ 
muneration  for  services  rendered  as  such  employee  and 
not  as  a  beneficiary  of  the  trust,  or  (B)  under  or  to  an 
annuity  plan  which,  at  the  time  of  such  payment,  meets 
the  requirements  of. section  165  (a)  (3),  (4),  (5), 
and  (6)  ; 

“(6)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (A) 
of  the  tax  imposed  upon  an  employee  under  section  1400, 
or  (B)  of  any  payment  required  from  an  employee  under 
a  State  unemployment  compensation  law; 
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1  “  (7)  Remuneration  paid  in  any  medium  other  than 

2  cash  to  an  employee  for  service  not  in  the  course  of  the 

3  employer’s  trade  or  business;  or 

4  “(8)  Any  payment  (other  than  vacation  or  sick 

5  pay)  made  to  an  employee  after  the  month  in  which  he 

6  attains  the  age  of  sixty-five,  if  he  did  not  work  for  the 

7  ,  employer  in  the  period  for  which  such  payment  is  made. 

8  Tips  and  other  cash  remuneration  customarily  received  by 

9  an  employee  in  the  course  of  his  employment  from  persons 
16  other  than  the  person  employing  him  shall,  for  the  purposes 
11  of  this  subchapter,  be  considered  as  remuneration  paid  to 
1-  him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
Id  so  much  of  the  amount  thereof  received  during  any  calendar 

14  quarter  as  the  employee,  before  the  expiration  of  ten  days 

15  after  the  close  of  such  quarter,  reports  in  writing  to  his 

16  employer  as  having  been  received  by  him  in  such  quarter 
IT  shall  be  considered  as  remuneration  paid  h}r  his  employer, 

18  and  the  amount  so  reported  shall  be  considered  as  having 

19  been  paid  to  him  by  his  employer  on  the  date  on  which 

20  such  report  is  made  to  the  employer.” 

21  (2)  The  amendment  made  by  paragraph  (1)  shall  he 

22  applicable  only  with  respect  to  remuneration  paid  after  1949. 

23  In  the  case  of  remuneration  paid  prior  to  1950,  the  deter- 

24  mination  under  section  1607  (h)  (1)  of  the  Internal 

25  Revenue  Code  [(prior  to  its  amendment  by  this  Act)  of 
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whether  or  not  such  remuneration  constituted  wages  shall  be 
made  as  if  paragraph  (1)  of  this  subsection  had  not  been 
enacted  and  without  inferences  drawn  from  the  fact  that 
the  amendment  made  by  paragraph  (1)  is  not  made  appli¬ 
cable  to  periods  prior  to  1950. 

(h)  (1)  Section  1607  (c)  (3)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
emplo}Ter  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter;”. 

(2)  Section  1607  (c)  (10)  (A)  (i)  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “does  not  exceed 
$45”  and  inserting  in  lieu  thereof  “is  less  than  $100”. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


168 


(3)  Section  1607  (c)  (10)  (E)  of  the  Internal 

Revenue  Code  is  amended  by  striking  out  “in  any  calendar 
quarter”  and  by  striking  out  and  the  remuneration  for 
such  service  does  not  exceed  $45  (exclusive  of  room,  board, 
and  tuition)  ”. 

(4)  The  amendments  made  by  paragraphs  (1),  (2), 
and  (3)  shall  be  applicable  only  with  respect  to  services 
performed  after  1949. 

(c)  (1)  Section  1621  (a)  (4)  of  the  Internal  Reve¬ 
nue  Code  is  amended  to  read  as  follows : 

“  (4)  for  service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  Eor  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter;”. 
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1  (2)  Section  1621  (a)  of  the  Internal  Revenue  Code 

2  is  amended  by  striking  out  paragraph  (9)  thereof  and 

3  inserting  in  lieu  thereof  the  following: 

4  “  (9)  for  services  performed  by  a  duly  ordained, 

5  commissioned,  or  licensed  minister  of  a  church  in  the 

6  exercise  of  his  ministry  or  by  a  member  of  a  religious 

I  order  in  the  exercise  of  duties  required  by  such  order ;  or 

8  “(10)  (A)  for  services  performed  by  an  indi- 

9  vidual  under  the  age  of  eighteen  in  the  delivery  or  dis- 

16  tribution  of  newspapers  or  shopping  news,  not  including 

11  delivery  or  distribution  to  any  point  for  subsequent 

12  delivery  or  distribution ;  or 

13  “(B)  for  services  performed  by  an  individual  in, 

14  and  at  the  time  of,  the  sale  of  newspapers  or  magazines 

15  to  ultimate  consumers,  under  an  arrangement  under 

16  which  the  newspapers  or  magazines  are  to  be  sold  by 

17  him  at  a  fixed  price,  his  compensation  being  based  on 

18  the  retention  of  the  excess  of  such  price  over  the 

19  amount  at  which  the  newspapers  or  magazines  are 

20  charged  to  him,  whether  or  not  he  is  guaranteed  a 

21  minimum  amount  of  compensation  for  such  service,  or 

22  is  entitled  to  be  credited  with  the  unsold  newspapers 

23  or  magazines  .turned  back. 

24  Tips  and  other  cash  remuneration  customarily  received  by 

25  an  employee  in  the  course  of  his  employment  from  persons 
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1  other  than  the  person  employing  him  shall,  for  the  purposes 

2  of  this  subchapter,  he  considered  as  remuneration  paid  to 

3  him  by  his  employer;  except  that,  in  the  case  of  tips,  only 

4  so  much  of  the  amount  thereof  received  during  any  calendar 

5  quarter  as  the  employee,  before  the  expiration  of  ten  days 

6  after  the  close  of  such  quarter,  reports  in  writing  to  his 

7  employer  as  having  been  received  him  in  such  quarter 

8  shall  be  considered  as  remuneration  paid  by  his  employer, 

9  and  the  amount  so  reported  shall  he  considered  as  having 

10  been  paid  to  him  by  his  employer  on  the  date  on  which 

11  such  report  is  made  to  the  employer.” 

12  (3)  The  amendments  made  by  paragraphs  (1)  and 

18  (2)  shall  be  applicable  only  with  respect  to  remuneration 

14  paid  after  1949. 

15  (d)  Effective  January  1,  1950,  section  1403  (h)  of 
Id  the  Internal  Revenue  Code  is  amended  by  striking  out  “of 

17  not  more  than  $5.”  and  inserting  in  lieu  thereof  the  follow- 

18  ing:  “of  $5.  Such  penalty  shall  be  assessed  and  collected 

19  in  the  same  manner  as  the  tax  imposed  by  section  1410.” 

20  TITLE  III— AMENDMENTS  TO  PUBLIC  ASSIST- 

21  ANCE  AND  CHILD  WELFARE  PROVISIONS 

22  OE  THE  SOCIAL  SECURITY  ACT 

23  Part  1— Old-Age  Assistance 

24  REQUIREMENTS  OF  STATE  OLD-AGE  ASSISTANCE  FLANS 

25  Sec.  301.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
20  of  section  2  of  the  Social  Security  Act  am  amended  to  read : 
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“  (4)  provide  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  to  any  individual  whose  claim  for 
old-age  assistance  is  denied  or  is  not  acted  upon  within  a 
reasonable  time;  (5)  provide  such  methods  of  administra¬ 
tion  as  are  found  by  the  Administrator  to  be  necessary  for 
the  proper  and  efficient  operation  of  the  plan,  including 

(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis,  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  compensation  of  any  in¬ 
dividual  employed  in  accordance  with  such  methods,  and 

(B)  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan;”. 

(b)  Such  subsection  is  further  amended  by  striking  out 
“and”  before  clause  (8)  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses : 
“(9)  provide  that  all  individuals  wishing  to  make  applica¬ 
tion  for  old-age  assistance  shall  have  opportunity  to  do  so, 
and  that  old-age  assistance  shall  be  furnished  promptly  to  all 
eligible  individuals;  and  (10)  effective  July  1,  1953,  pro¬ 
vide,  if  the  plan  includes  payments  to  individuals  in  private 
or  public  institutions,  for  the  establishment  or  designation  of 
a  State  authority  or  authorities  which  shall  be  responsible 
for  establishing  and  maintaining  standards  for  such 
institutions.” 
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(c)  The  amendments  made  by  subsections  (a)  and 
(b)  shall  take  effect  July  1,  1951. 

COMPUTATION  OF  FEDERAL  PORTION  OF  OLD-AGE 

ASSISTANCE 

Sec.  302.  (a)  Section  3  (a)  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“Sec.  3.  (a)  From  the  sums  appropriated  therefor,  the 
Secretary  of  the  Treasury  shall  pay  to  each  State  which  has 
an  approved  plan  for  old-age  assistance,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1949, 
(1)  in  the  case  of  an}7  State  other  than  Puerto  Eico  and 
the  Virgin  Islands,  an  amount,  which  shall  be  used  ex¬ 
clusively  as  old-age  assistance,  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during 
such  quarter  as  old-age  assistance  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $50— 

“(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $25  multiplied  by  the  total 
number  of  such  individuals  who  received  old-age  assist¬ 
ance  for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A) ,  not  counting  so  much  of  the  expenditures  with 
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respect  to  any  month  as  exceeds  the  product  of  $35 
multiplied  by  the  total  number  of  such  individuals  who 
received  old-age  assistance  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained  under 
clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Bico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  old-age  assist¬ 
ance,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  old-age  assistance  under  the  State 
plan,  not  counting  so  much  of  such  expenditure  with  respect 
to  any  individual  for  any  month  as  exceeds  $30,  and  (3)  in 
the  case  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  during  such  quarter  as  found  necessary 
by  the  Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the  State  plan  or  for  old- 
age  assistance,  or  both,  and  for  no  other  purposed 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  OLD-AGE  ASSISTANCE 
Sec.  303.  (a)  Section  6  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

“definition 

“Sec.  6.  Tor  purposes  of  this  title,  the  term  ‘old-age 
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assistance’  means  money  payments  to  or  medical  care  in 
behalf  of  needy  individuals  who  are  sixty-five  years  of  age  or 
older,  but  does  not  include  money  payments  to  or  medical 
care  in  behalf  of  any  individual  who  is  an  inmate  of  a  public 
institution  (except  as  a  patient  in  a  medical  institution)  and, 
effective  July  1,  1951,  does  not  include  money  payments  to 
or  medical  care  in  behalf  of  any  individual  (a)  who  is  a 
patient  in  an  institution  for  tuberculosis  or  mental  diseases, 
or  (b)  who  has  been  diagnosed  as  having  tuberculosis  or 
phychosis  and  is  a  patient  in  a  medical  institution  as  a  result 
thereof.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  October  1,  1949. 

Part  2 — Aid  to  Dependent  Children 

REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  DEPENDENT 

CHILDREN 

Sec.  321.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  402  of  the  Social  Security  Act  are  amended  to 
read  as  follows:  “(4)  provide  for  granting  an  opportunity 
for  a  fair  hearing  before  the  State  agency  to  any  individual 
whose  claim  for  aid  to  dependent  children  is  denied  or  is 
not  acted  upon  within  a  reasonable  time;  (5)  provide  such 
methods  of  administration  as  are  found  by  the  Administra¬ 
tor  to  be  necessary  for  the  proper  and  efficient  operation 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


175 


of  the  plan,  including  (A)  methods  relating  to  the  estab¬ 
lishment  and  maintenance  of  personnel  standards  on  a  merit 
basis,  except  that  the  Administrator  shall  exercise  no  author¬ 
ity  with  respect  to  the  selection,  tenure  of  office,  and  com¬ 
pensation  of  any  individual  employed  in  accordance  with 
such  methods,  and  (B)  a  training  program  for  the  person¬ 
nel  necessary  to  the  administration  of  the  plan;”. 

(b)  Such  subsection  is  further  amended  by  striking 
out  “and”  before  clause  (8)  thereof,  and  by  striking  out 
the  period  at  the  end  of  such  subsection  and  inserting  in 
lieu  thereof  a  semicolon  and  the  following  new  clauses: 
“(9)  provide  that  all  individuals  wishing  to  make  appli¬ 
cation  for  aid  to  dependent  children  shall  have  opportunity 
to  do  so,  and  that  aid  to  dependent  children  shall  be 
furnished  promptly  to  all  eligible  individuals;  (10)  pro¬ 
vide  for  prompt  notice  to  appropriate  law-enforcement 
officials  of  the  furnishing  of  aid  to  dependent  children  in 
respect  of  a  child  who  has  been  deserted  or  abandoned  by  a 
parent;  and  (11)  provide  that  no  aid  will  be  furnished  any 
individual  under  the  plan  with  respect  to  any  period  with 
respect  to  which  he  is  receiving  old-age  assistance  under 
the  State  plan  approved  under  section  2  of  this  Act.” 

(c)  The .  amendments  made  by  subsections  (a)  and 
(b)  shall  take  effect  July  1,  1951. 
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COMPUTATION  OF  FEDERAL  PORTION  OF  AID  TO 
DEPENDENT  CHILDREN 

Sec.  322.  (a)  Section  403  (a)  of  the  Social  Security 
Act  is  amended  to  read  as  follows : 

“Sec.  403.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  dependent  children,  for 
each  quarter,  beginning  with  the  quarter  commencing  October 
1,  1949,  (1)  in  the  case  of  any  State  other  than  Puerto 
Pico  and  the  Virgin  Islands,  an  amount,  which  shall  he 
used  exclusively  as  aid  to  dependent  children,  equal  to  the 
sum  of  the  following  proportions  of  the  total  amounts  ex¬ 
pended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plan,  not  counting  so  much  of  such  expendi¬ 
ture  with  respect  to  any  dependent  child  for  any  month 
as  exceeds  $27,  or  if  there  is  more  than  one  dependent  child 
in  the  same  home,  as  exceeds  $27  with  respect  to  one  such 
dependent  child  and  $18  with  respect  to  each  of  the  other 
dependent  children,  and  not  counting  so  much  of  such 
expenditure  for  any  month  with  respect  to  a  relative  with 
whom  any  dependent  child  is  living  as  exceeds  $27 — 

“(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $15  multiplied  by  the  total 
number  of  dependent  children  and  other  individuals 
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with  respect  to  whom  aid  to  dependent  children  is  paid 
for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A)  ,  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $21 
multiplied  by  the  total  number  of  dependent  children 
and  other  individuals  with  respect  to  whom  aid  to 
dependent  children  is  paid  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such 
expenditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Iiico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  de¬ 
pendent  children,  equal  to  one-half  of  the  total  of  the  sums 
expended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plan,  not  counting  so  much  of  such  expendi¬ 
ture  with  respect  to  any  dependent  child  for  any  month  as 
exceeds  $18,  or  if  there  is  more  than  one  dependent  child 
in  the  same  home,  as  exceeds  $18  with  respect  to  one  such 
dependent  child  and  $12  with  respect  to  each  of  the  other 
dependent  children,  and  (3)  in  the  case  of  any  State,  an 
amount  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  found  necessary  by  the  Administrator 
H.  R.  6000 - 12 
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for  the  proper  and  efficient  administration  of  the  State  plan, 
which  amount  shall  be  used  for  paying  the  costs  of  admin¬ 
istering  the  State  plan  or  for  aid  to  dependent  children,  or 
both,  and  for  no  other  purpose.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  AID  TO  DEPENDENT  CHILDREN 

Sec.  323.  (a)  Section  406  of  the  Social  Security  Act 
is  amended  by  striking  out  subsection  (b)  and  inserting  in 
lieu  thereof  the  following: 

“(b)  The  term  ‘aid  to  dependent  children’  means  money 
payments  with  respect  to  or  medical  care  in  behalf  of  -  a 
dependent  child  or  dependent  children,  and  (except  wlien 
used  in  clause  (2)  of  section  403  (a)  )  includes  money 
payments  or  medical  care  for  any  month  to  meet  the  needs 
of  the  relative  with  whom  any  dependent  child  is  living 
if  money  payments  have  been  made  under  the  State  plan 
with  respect  to  such  child  for  such  month; 

“(c)  The  term  ‘relative  with  whom  any  dependent 
child  is  living’  means  the  individual  who  is  one  of  the 
relatives  specified  in  subsection  (a)  and  with  wliom  such 

v 

child  is  living  (within  the  meaning  of  such  subsection)  in 
a  place  of  residence  maintained  by  such  individual  (himself 
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or  together  with  any  one  or  more  of  the  other  relatives  so 
specified)  as  his  (or  their)  own  home.,, 

;(b)  The  amendment  made  by  subsection  (a)’  shall 
take  effect  October  1,  1949. 

Part  3— Child- Welfare  Services 
Sec.  331.  (a)  Section  521  (a)  of  the  Social  Security 
Act  is  amended  by  striking  out  “$3,500,000”  and  inserting 
in  lieu  thereof  “$7,000,000”,  by  striking  out  “$20,000”  and 
inserting  in  lieu  thereof  “$40,000”,  and  by  striking  out  the 
third  sentence  thereof  and  inserting  in  lieu  of  such  sentence 
the  following :  “The  amount  so  allotted  shall  be  expended  for 
payment  of  part  of  the  cost  of  district,  county,  or  other  local 
child-welfare  services  in  areas  predominantly  rural,  for 
developing  State  services  for  the  encouragement  and  assist¬ 
ance  of  adequate  methods  of  community  child-welfare  or¬ 
ganization  in  areas  predominantly  rural  and  other  areas  of 
special  need,  and  for  paying  the  cost  of  returning  any 
runaway  child  who  has  not  attained  the  age  of  sixteen  to 
his  own  community  in  another  State  in  cases  in  which  such 
return  is  in  the  interest  of  the  child  and  the  cost  thereof 
cannot  otherwise  be  met.” 

(b)  The  amendments  made  by  subsection  (a)  shall  be 
effective  with  respect  to  fiscal  years  beginning  after  June 
30,  1950. 
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Part  4—Aid  to  the  Blind 

REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  THE  BLIND 
Sec.  341.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  1002  of  the  Social  Security  Act  are  amended 
to  read  as  follows:  “(4)  provide  for  granting  an  oppor¬ 
tunity  for  a  fair  hearing  before  the  State  agency  to  any  in¬ 
dividual  whose  claim  for  aid  to  the  blind  is  denied  or  is  not 
acted  upon  within  a  reasonable  time;  (5)  provide  such 
methods  of  administration  as  are  found  by  the  Administrator 
to  be  necessary  for  the  proper  and  efficient  operation  of  the 
plan,  including  (A)  methods  relating  to  the  establishment 
and  maintenance  of  personnel  standards  on  a  merit  basis, 
except  that  the  Administrator  shall  exercise  no  authority 
with  respect  to  the  selection,  tenure  of  office,  and  compensa¬ 
tion  of  any  individual  employed  in  accordance  with  such 
methods,  and  (B)  a  training  program  for  the  personnel 
necessary  to  the  administration  of  the  plan;”. 

(b)  Clause  (7)  of  such  subsection  is  amended  to  read 
as  follows:  “(7)  provide  that  no  aid  will  be  furnished  an}' 
individual  under  the  plan  with  respect  to  any  period  with 
respect  to  which  he  is  receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of  this  Act  or  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Act;”. 

(c) (1)  Effective  for  the  period  beginning  October  1, 


1 

2 

O 

O 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


181 


1949,  and  ending  June  30,  1951,  -clause  (8)  of  such 
subsection  is  amended  to  read  as  follows:  “(8)  provide  that 
the  State  agency  shall,  in  determining  need,  take  into  con¬ 
sideration  any  other  income  and  resources  of  an  individual 
claiming  aid  to  the  blind;  except  that  the  State  agency  may 
(in  making  such  determination)  disregard  such  amount  of 
earned  income,  not  to  exceed  $50  per  month,  as  the  State 
agency,  administering  that  part  of  the  State  plan  of  voca¬ 
tional  rehabilitation  (approved  under  the  Vocational  Reha¬ 
bilitation  Act  (29  IT.  S.  C.,  ch.  4)  )  which  relates  to 
vocational  rehabilitation  of  the  blind,  certifies  will  serve  to 
encourage  or  assist  the  blind  to  prepare  for,  engage  in, 
or  continue  to  engage  in  remunerative  employment  to  the 
maximum  extent  practicable;”. 

(2)  Effective  July  1,  1951,  such  clause  (8)  is  amended 

to  read  as  follows:  “  (8)  provide  that  the  State  agency  shall, 

in  determining  need,  take  into  consideration  the  special 

expenses  arising  from  blindness,  and  any  other  income  and 

% 

resources  of  the  individual  claiming  aid  to  the  blind;  except 
that,  in  determining  need,  the  State  agency  (A)  shall  not 
consider  any  income  or  resources  which  are  not  predictable 
or  are  not  actually  available  to  the  individual,  and  (B)  may 
disregard  such  amount  of  earned  income,  not  to  exceed  $50 
per  month,  as  the  State  agency,  administering  that  part  of 
the  State  plan  of  vocational  rehabilitation  (approved  under 
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the  Vocational  Rehabilitation  Act  (29  U.  S.  C.,  ch.  4)  ) 
which  relates  to  vocational  rehabilitation  of  the  blind, 
certifies  will  serve  to  encourage  or  assist  the  blind  to  prepare 
for,  engage  in,  or  to  continue  to  engage  in  remunerative 
employment  to  the  maximum  extent  practicable 

(d)  Such  subsection  is  further  amended  by  striking  out 
“and”  before  clause  (9)  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses:  “(10) 
provide  that,  in  determining  whether  an  individual  is  blind, 
there  shall  be  an  examination  by  a  physician  skilled  in 
diseases  of  the  eye  or  bv  an  optometrist;  (11)  effective 
July  1,  1951,  provide  that  all  individuals  wishing  to  make 
application  for  aid  to  the  blind  shall  have  opportunity  to 
do  so,  and  that  aid  to  the  blind  shall  be  furnished  promptly 
to  all  eligible  individuals;  and  (12)  effective  July  1,  1953, 
provide,  if  the  plan  includes  payments  to  individuals  in 
private  or  public  institutions,  for  the  establishment  or  desig- 
nation  of  a  State  authority  or  authorities  which  shall  be 
responsible  for  establishing  and  maintaining  standards  for 
such  institutions.” 

(e)  The  amendments  made  by  subsection  (d)  shall 
take  effect  October  1,  1949;  and  the  amendments  made 
by  subsections  (a)  and  (b)  shall  take  effect  July  1,  1951. 
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RESIDENCE  REQUIREMENT 

Sec.  342.  Subparagraph  (1)  of  section  1002  (b)  of 
the  Social  Security  Act  is  amended  to  read  as  follows : 

“  ( 1 )  Any  residence  requirement  which  excludes 
any  resident  of  the  State  who  has  resided  therein  con¬ 
tinuously  for  one  year  immediately  preceding  the  appli¬ 
cation  for  aid,  except  that  the  State  may  impose, 
effective  until  July  1,  1951,  any  residence  requirement 
which  is  not  in  excess  of  the  requirement  of  residence 
contained  on  July  1,  1949,  in  its  State  plan  approved 
under  this  title  on  or  prior  to  such  date;  or”. 
COMPUTATION  OF  FEDERAL  PORTION  OF  AID  TO  THE  BLIND 

Sec.  343.  (a)  Section  1003  (a)  of  the  Social  Security 
Act  is  amended  to  read  as  follows : 

“Sec.  1003.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pa}^  to  each  State  which 
has  an  approved  plan  for  aid  to  the  blind,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1949, 
(1)  in  the  case  of  any  State  other  than  Puerto  Pico  and 
the  Virgin  Islands,  an  amount,  which  shall  be  used  ex¬ 
clusively  as  aid  to  the  blind,  equal  to  the  sum  of  the  fol¬ 
lowing  proportions  of  the  total  amounts  expended  during 
such  quarter  as  aid  to  the  blind  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $50 — 
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"(A)  four-fifths  of  such  expenditures,  not  counting 
bo  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $25  multiplied  by  the  total 
number  of  such  individuals  who  received  aid  to  the 
blind  for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $35 
multiplied  by  the  total  number  of  such  individuals  who 
received  aid  to  the  blind  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Rico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
blind,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  aid  to  the  blind  under  the  State  plan, 
not  counting  so  much  of  such  expenditure  with  respect  to 
any  individual  for  any  month  as  exceeds  $30,  and  (3)  in 
the  case  of  any  State,  an  amount  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  found 
necessary  by  the  Administrator  for  the  proper  and  efficient 
administration  of  the  State  plan,  which  amount  shall  be 
used  for  paying  the  costs  of  administering  the  State  plan 
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or  for  aid  to  the  blind,  or  both,  and  for  no  other  purpose.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  AID  TO  THE  BLIND 

Sec.  344.  (a)  Section  1006  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“definition 

“Sec.  1006.  For  purposes  of  this  title,  the  term  ‘aid 
to  the  blind’  means  money  payments  to  or  medical  care  in 
behalf  of  blind  individuals  who  are  needy,  but  does  not  include 
money  payments  to  or  medical  care  in  behalf  of  any  individual 
who  is  an  inmate  of  a  public  institution  (except  as  a  patient 
in  a  medical  institution)  and,  effective  July  1,  1951,  does  not 
include  money  payments  to  or  medical  care  in  behalf  of  any 
individual  (a)  who  is  a  patient  in  an  institution  for  tubercu¬ 
losis  or  mental  diseases,  or  (b)  who  has  been  diagnosed  as 
having  tuberculosis  or  psychosis  and  is  a  patient  in  a  medical 
institution  as  a  result  thereof.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

ALP  KOVAL  OF  CERTAIN  STATE  PLANS 

Sec.  345.  (a)  In  the  case  of  any  State  (as  defined  in 
the  Social  Security  Act,  but  excluding  Puerto  Rico  and  the 
Virgin  Islands)  which  did  not  have  on  January  1,  1949, 
a  State  plan  for  aid  to  the  blind  approved  under  title  X 
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of  the  Social  Security  Act,  the  Administrator  shall  approve 
a  plan  of  such  State  for  aid  to  the  blind  for  purposes  of  such 
title  X,  even  though  it  does  not  meet  the  requirements  of 
clause  (8)  of  section  1002  (a)  of  the  Social  Security  Act, 
if  it  meets  all  other  requirements  of  such  title  X  for  an  ap¬ 
proved  plan  for  aid  to  the  blind;  but  payments  under  section 
1003  of  the  Social  Security  Act  shall  he  made,  in  the  case 
of  any  such  plan,  only  with  respect  to  expenditures  there¬ 
under  which  would  be  included  as  expenditures  for  purposes 
of  such  section  under  a  plan  approved  under  such  title  X 
without  regard  to  the  provisions  of  this  section. 

(b)  The  provisions  of  subsection  (a)  shall  be  effective 
only  for  the  period  beginning  October  1,  1949,  and  ending 
June  30,  1953. 

Part  5 — Aid  to  the  Permanently  and  Totally 

Disabled 

Sec.  351.  The  Social  Security  Act  is  further  amended 
by  adding  after  title  XIII  thereof  the  following  new  title: 
“TITLE  XIV— GRANTS  TO  STATES  FOR  AID  TO 
THE  PERMANENTLY  AND  TOTALLY  DIS¬ 
ABLED 

“appropriation 

“Sec.  1401.  For  the  purpose  of  enabling  each  State  to 
furnish  financial  assistance,  as  far  as  practicable  under  the 
conditions  in  such  State,  to  needy  individuals  who  are  per- 
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manently  and  totally  disabled,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  30,  1950, 
the  sum  of  $50,000,000,  and  there  is  hereby  authorized  to 
be  appropriated  for  each  fiscal  year  thereafter  a  sum  suffi¬ 
cient  to  carry  out  the  purposes  of  this  title.  The  sums  made 
available  under  this  section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted,  and  had  approved 
by  the  Administrator,  State  plans  for  aid  to  the  permanently 
and  totally  disabled. 

‘‘state  plans  foe  aid  to  the  peemanently  and 

TOTALLY  DISABLED 

“Sec.  1402.  (a)  A  State  plan  for  aid  to  the  per¬ 
manently  and  totally  disabled  must  ( 1 )  provide  that  it  shall 
be  in  effect  in  all  political  subdivisions  of  the  State,  and,  if 
administered  by  them,  be  mandatory  upon  them;  (2)  pro¬ 
vide  for  financial  participation  by  the  State;  (3)  either 
provide  for  the  establishment  or  designation  of  a  single  State 
agency  to  administer  the  plan,  or  provide  for  the  establish¬ 
ment  or  designation  of  a  single  State  agency  to  supervise 
the  administration  of  the  plan;  (4)  provide  for  granting  an 
opportunity  for  a  fair  hearing  before  the  State  agency  to  any 
individual  whose  claim  for  aid  to  the  permanently  and 
totally  disabled  is  denied  or  is  not  acted  upon  within  a 
reasonable  time;  (5)  provide  such  methods  of  adminis¬ 
tration  as  are  found  by  the  Administrator  to  be  necessary 
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for  the  proper  and  efficient  operation  of  the  plan,  including' 

(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis,  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to  the 
selection,  tenure  of  office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with  such  methods,  and 

(B)  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan;  (6)  provide  that  the  State  agency 
will  make  such  reports,  in  such  form  and  containing  such 
information,  as  the  Administrator  may  from  time  to  time 
require,  and  comply  with  such  provisions  as  the  Admin¬ 
istrator  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports;  (7) 
provide  that  no  aid  will  be  furnished  any  individual  under 
the  plan  with  respect  to  any  period  with  respect  to 
which  he  is  receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of  this  Act,  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Act,  or  aid  to  the  blind  under  the  State 
plan  approved  under  section  1002  of  this  Act;  (8)  provide 
that  the  State  agency  shall,  in  determining  need,  take  into 
consideration  any  other  income  and  resources  of  an  individual 
claiming  aid  to  the  permanently  and  totally  disabled;  (9) 
provide  safeguards  which  restrict  the  use  or  disclosure  of 
information  concerning  applicants  and  recipients  to  purposes 
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directly  connected  with  the  administration  of  aid  to  the 
permanently  and  totally  disabled;  (10)  provide  that  all 
individuals  wishing  to  make  application  for  aid  to  the  per¬ 
manently  and  totally  disabled  shall  have  opportunity  to  do  so, 
and  that  aid  to  the  permanently  and  totally  disabled  shall 
be  furnished  promptly  to  all  eligible  individuals;  and  (11) 
effective  July  1,  1953,  provide,  if  the  plan  includes  payments 
to  individuals  in  private  or  public  institutions,  for  the  estab¬ 
lishment  or  designation  of  a  State  authority  or  authorities 
which  shall  be  responsible  for  establishing  and  maintaining 
standards  for  such  institutions. 

“(b)  The  Administrator  shall  approve  any  plan  which 
fulfills  the  conditions  specified  in  subsection  (a) ,  except 
that  he  shall  not  approve  any  plan  which  imposes,  as  a 
condition  of  eligibility  for  aid  to  the  permanently  and  totally 
disabled  under  the  plan — 

“  ( 1 )  Any  residence  requirement  which  excludes 
any  resident  of  the  State  who  has  resided  therein  con¬ 
tinuously  for  one  year  immediately  preceding  the  appli¬ 
cation  for  aid,  except  that  the  State  may  impose, 
effective  until  July  1,  1951,  any  residence  requirement 
which  is  not  in  excess  of  the  requirement  of  residence 
contained  on  July  1,  1949,  in  its  State  plan  for  aid  to 
the  blind  approved  under  title  X  on  or  prior  to  such  date ; 
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“(2)  Any  citizenship  requirement  which  excludes 
any  citizen  of  the  United  States. 

“payment  to  states 

“Sec.  1403.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the  permanently  and  totally 
disabled,  for  each  quarter,  beginning  with  the  quarter  com¬ 
mencing  October  1,  1949,  (1)  in  the  case  of  any  State  other 
than  Puerto  Rico  and  the  Virgin  Islands,  an  amount,  which 
shall  be  used  exclusively  as  aid  to  the  permanently  and 
totally  disabled,  equal  to  the  sum  of  the  following  propor¬ 
tions  of  the  total  amounts  expended  during  such  quarter 
as  aid  to  the  permanently  and  totally  disabled  under  the 
State  plan,  not  counting  so  much  of  such  expenditure  with 
respect  to  any  individual  for  any  month  as  exceeds  $50 — 
“(A)  four-fifths  of  such  expenditures,  not  count¬ 
ing  so  much  of  the  expenditures  with  respect  to  any 
month  as  exceeds  the  product  of  $25  multiplied  by  the 
total  number  of  such  individuals  who  received  aid  to 
the  permanently  and  totally  disabled  for  such  month, 
plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $35 
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multiplied  by  the  total  number  of  such  individuals  who 
received  aid  to  the  permanently  and  totally  disabled 
for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Pico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
permanently  and  totally  disabled,  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  aid  to  the 
permanently  and  totally  disabled  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $30,  and  (3)  in  the 
case  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  during  such  quarter  as  found  necessary 
by  the  Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the  State  plan  or  for  aid 
to  the  permanently  and  totally  disabled,  or  both,  and  for  no 
other  purpose. 

“(b)  The  method  of  computing  and  paying  such 
amounts  shall  be  as  follows : 

“  ( 1 )  The  Administrator  shall,  prior  to  the  begin¬ 
ning  of  each  quarter,  estimate  the  amount  to  be  paid 
to  the  State  for  such  quarter  under  the  previsions  of 
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subsection  (a),  such  estimate  to  be  based  on  (A)  a 
report  filed  by  the  State  containing  its  estimate  of  tbe 
total  sum  to  be  expended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection,  and  stating  the 
amount  appropriated  or  made  available  by  tbe  State  and 
its  political  subdivisions  for  such  expenditures  in  such 
quarter,  and  if  such  amount  is  less  than  the  State’s 
proportionate  share  of  the  total  sum  of  such  estimated 
expenditures,  the  source  or  sources  from  which  the 
difference  is  expected  to  be  derived,  (B)  records  show¬ 
ing  the  number  of  permanently  and  totally  disabled  indi¬ 
viduals  in  the  State,  and  (C)  such  other  investigation  as 
the  Administrator  may  find  necessary. 

“(2)  The  Administrator  shall  then  certify  to  the 
Secretary  of  the  Treasury  the  amount  so  estimated  by 
the  Administrator,  (A)  reduced  or  increased,  as  the 
case  may  be,  by  any  sum  by  which  he  finds  that  his 
estimate  for  any  prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been  paid  to  the  State 
under  subsection  (a)  for  such  quarter,  and  (B)  reduced 
by  a  sum  equivalent  to  the  pro  rata  share  to  which  the 
United  States  is  equitably  entitled,  as  determined  by  the 
Administrator,  of  the  net  amount  recovered  during  a 
prior  quarter  by  the  State  or  any  political  subdivision 
thereof  with  respect  to  aid  to  the  permanently  and 
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totally  disabled  furnished  under  the  State  plan;  except 

that  such  increases  or  reductions  shall  not  be  made  to 
$ 

the  extent  that  such  sums  have  been  applied  to  make  the 
amount  certified  for  any  prior  quarter  greater  or  less  than 
the  amount  estimated  by  the  Administrator  for  such  prior 
quarter:  Provided,  That  any  part  of  the  amount  re¬ 
covered  from  the  estate  of  a  deceased  recipient  which  is 
not  in  excess  of  the  amount  expended  by  the  State  or 
any  political  subdivision  thereof  for  the  funeral  expenses 
of  the  deceased  shall  not  be  considered  as  a  basis  for 
reduction  under  clause  (B)  of  this  paragraph. 

“(3)  The  Secretary  of  the  Treasury  shall  there¬ 
upon,  through  the  Fiscal  Service  of  the  Treasury  De¬ 
partment,  and  prior  to  audit  or  settlement  by  the  Gen¬ 
eral  Accounting  Office,  pay  to  the  State,  at  the  time  or 
times  fixed  by  the  Administrator,  the  amount  so 
certified. 

“operation  of  state  plans 
“Sec.  1404.  In  the  case  of  any  State  plan  for  aid  to 
the  permanently  and  totally  disabled  which  has  been  ap¬ 
proved  by  the  Administrator,  if  the  Administrator  after 
reasonable  notice  and  opportunity  for  hearing  to  the  State 
agency  administering  or  supervising  the  administration  of 
such  plan,  finds — 
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“  ( 1 )  that  the  plan  has  been  so  changed  as  to 

impose  any  residence  or  citizenship  requirement  pro- 

% 

hibited  by  section  1402  (b) ,  or  that  in  the  administra¬ 
tion  of  the  plan  any  such  prohibited  requirement  is 
imposed,  with  the  knowledge  of  such  State  agency,  in  a 
substantial  number  of  cases;  or 

“(2)  that  in  the  administration  of  the  plan  there 
is  a  failure  to  comply  substantially  with  any  provision 
required  by  section  1402  (a)  to  be  included  in  the 
plan ; 

the  Administrator  shall  notify  such  State  agency  that  further 
payments  will  not  be  made  to  the  State  until  he  is  satisfied 
that  such  prohibited  requirement  is  no  longer  so  imposed, 
and  that  there  is  no  longer  any  such  failure  to  comply.  Until 
he  is  so  satisfied  he  shall  make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect  to  such  State. 

“definition 

“Sec.  1405.  For  purposes  of  this  title,  the  term  ‘aid  to 
the  permanently  and  totally  disabled’  means  money  payments 
to  or  medical  care  in  behalf  of  needy  individuals  who  arc 

r 

permanently  and  totally  disabled,  but  does  not  include  money 
payments  to  or  medical  care  in  behalf  of  any  individual  who 
is  an  inmate  of  a  public  institution  (except  as  a  patient  in  a 
medical  institution)  and,  effective  July  1,  1951,  does  not  in- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


195 


elude  money  payments  to  or  medical  care  in  behalf  of  any 
individual  (a)  who  is  a  patient  in  an  institution  for  tuber¬ 
culosis  or  mental  diseases,  or  (b)  who  has  been  diagnosed 
as  having  tuberculosis  or  ps}Tchosis  and  is  a  patient  in  a 
medical  institution  as  a  result  thereof.” 

Part  6 — Miscellaneous  Amendments 
Sec.  361.  (a)  Section  1  of  the  Social  Security  Act  is 
amended  by  striking  out  “Social  Security  Board  established 
by  Title  VII  (hereinafter  referred  to  as  the  ‘Board’)”  and 
inserting  in  lieu  thereof  “Federal  Security  Administrator 
(hereinafter  referred  to  as  the  ‘Administrator’) 

(b)  Section  1001  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board”  and  inserting  in 
lieu  thereof  “Administrator”. 

(c)  The  following  provisions  of  the  Social  Security  Act 

are  each  amended  by  striking  out  “Board”  and  inserting  in 
lieu  thereof  “Administrator”:  Sections  2  (a)  (6)  ;  2  (b)  ; 
3  (b)  ;  4;  402  (a)  (6)  ;  402  (b)  ;  403  (b)  ;  404;  1002 
(a)  (6)  ;  1002  (b)  (other  than  subparagraph  (1) 

thereof)  ;  1003  (b)  ;  and  1004. 

(d)  The  following  provisions  of  the  Social  Security  Act 
are  each  amended  by  striking  out  (when  they  refer  to  the 
Social  Security  Board)  “it”  or  “its”  and  inserting  in  lieu 
thereof  “he”,  “him”,  or  “his”,  as  the  context  may  require: 
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Sections  2  (b)  ;  3  (b)  ;  4;  402  (b)  ;  403  (b)  ;  404;  1002 
(b)  (other  than  subparagraph  (1)  thereof)  ;  1003  (b)  ; 
and  1004. 

(e)  Title  Y  of  the  Social  Security  Act  is  amended  by 
striking  out  “Children’s  Bureau”,  “Chief  of  the  Children’s 
Bureau”,  “Secretary  of  Labor”,  and  (in  sections  503  (a) 
and  513  (a)  )  “Board”  and  inserting  in  lieu  thereof 

“Administrator”. 

TITLE  IV— MISCELLANEOUS  PE  0 VISIONS 

OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 

Sec.  401.  (a)  Section  701  of  the  Social  Security  Act 
is  amended  to  read: 

“office  of  commissioner  for  social  security 

“Sec.  701.  There  shall  be  in  the  Federal  Security 
Agency  a  Commissioner  for  Social  Security,  appointed  by 
the  Administrator,  who  shall  perform  such  functions  relating 
to  social  security  as  the  Administrator  shall  assign  to  him.” 

(b)  Section  908  of  the  Social  Security  Act  Amend¬ 
ments  of  1939  is  repealed. 

REPORTS  TO  CONGRESS 

Sec.  402.  (a)  Subsection  (c)  of  section  541  of  the 
Social  Security  Act  is  repealed. 
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(b)  Section  704  of  such  Act  is  amended  to  read: 

“reports 

“Sec.  704.  The  Administrator  shall  make  a  full  report 
to  Congress,  at  the  beginning  of  each  regular  session,  of  the 
administration  of  the  functions  with  which  he  is  charged 
under  this  Act.  In  addition  to  the  number  of  copies  of  such 
report  authorized  by  other  law  to  be  printed,  there  is  hereby 
authorized  to  be  printed  not  more  than  five  thousand 
copies  of  such  report  for  use  by  the  Administrator  for  dis¬ 
tribution  to  Members  of  Congress  and  to  State  and  other 
public  or  private  agencies  or  organizations  participating  in 
or  concerned  with  the  social  security  program.” 

AMENDMENTS  TO  TITLE  XI  OF  THE  SOCIAL  SECURITY  ACT 
Sec.  403.  (a)  (1)  Paragraph  (1)  of  section  1101 

(a)  of  the  Social  Security  Act  is  amended  to  read  as  follows: 

“  ( 1 )  The  term  ‘State’  includes  Alaska,  Hawaii,  and 
the  District  of  Columbia,  and  when  used  in  titles  I,  IV, 
V,  X,  and  XIV  includes  Puerto  Eico  and  the  Virgin 
Islands.” 

(2)  Paragraph  (6)  of  section  1101  (a)  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 

“(6)  The  term  ‘Administrator’,  except  when  the 
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context  otherwise  requires,  means  the  Federal  Security 

Administrator.” 

(3)  The  amendment  made  by  paragraph  (1)  of  this 
subsection  shall  take  effect  October  1,  1949,  and  the  amend¬ 
ment  made  by  paragraph  (2)  of  this  subsection,  insofar  as 
it  repeals  the  definition  of  “employee”,  shall  be  effective  only 
with  respect  to  services  performed  after  1949. 

(b)  Section  1102  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board”  and  inserting  in  lieu 
thereof  “Federal  Security  Administrator”. 

(c)  Section  1106  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 


DISCLOSURE  OF  INFORMATION  IN  POSSESSION  OF  AGENCY 
“Sec.  1106.  ISTo  disclosure  of  any  return  or  portion  of 
a  return  (including  information  returns  and  other  written 
statements)  filed  with  the  Commissioner  of  Internal  Be  venue 
under  title  VIII  of  the  Social  Security  Act  or  under  subcliap- 
ter  A  or  F  of  chapter  9  of  the  Internal  Bevenue  Code,  or 
under  regulations  made  under  authority  thereof,  which  has 
been  transmitted  to  the  Administrator  by  the  Commissioner 
of  Internal  Bevenue,  or  of  any  file,  record,  report,  or  other 
paper,  or  any  information,  obtained  at  any  time  by  the 
Administrator  or  by  any  officer  or  employee  of  the  Federal 
Security  Agency  in  the  course  of  discharging  the  duties  of 
the  Administrator  under  this  Act,  and  no  disclosure  of  any 
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such  file,  record,  report,  or  other  paper,  or  information,  ob¬ 
tained  at  any  time  by  any  person  from  the  Administrator  or 
from  any  officer  or  employee  of  the  Federal  Security  Agency, 
shall  be  made  except  a s  the  Administrator  may  by  regula¬ 
tions  prescribe.  Any  person  who  shall  violate  any  provision 
of  this  section  shall  be  deemed  guilty  of  a  misdemeanor  and, 
upon  conviction  thereof,  shall  be  punished  by  a  fine  not 
exceeding  $1,000,  or  by  imprisonment  not  exceeding  one 
year,  or  both.” 

(d)  Section  1107  (a)  of  the  Social  Security  Act  is 
amended  bv  striking  out  “the  Federal  Insurance  Contribu¬ 
tions  Act,  or  the  Federal  Unemployment  Tax  Act,”  and 
inserting  in  lieu  thereof  the  following:  “subchapter  A,  C, 
or  F  of  chapter  9  of  the  Internal  Revenue  Code,”. 

(e)  Section  1107  (b)  of  the  Social  Security  Act  is 
amended  by  striking  out  “Board”  and  inserting  in  lieu 
thereof  “Administrator”,  and  by  striking  out  “wife,  parent, 
or  child”,  wherever  appearing  therein,  and  inserting  in  lieu 
thereof  “wife,  widow,  former  wife  divorced,  child,  or  parent”. 

(f)  Title  XI  of  the  Social  Security  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new  section : 
“furnishing  of  wage  record  and  other  information 

“Sec.  1108.  (a)  (1)  The  Administrator  is  author¬ 

ized,  at  the  request  of  any  agency  charged  with  the  admin¬ 
istration  of  a  State  unemployment  compensation  law  (with 
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respect  to  which  such  State  is  entitled  to  payments  under 
section  302  (a)  of  this  Act)  and  to  the  extent  consistent 
with  the  efficient  administration  of  this  Act,  to  furnish  to 
such  agency,  for  use  by  it  in  the  administration  of  such  law 
or  a  State  temporary  disability  insurance  law  administered 
by  it,  information  from  or  pertaining  to  records,  including 
account  numbers,  maintained  by  the  Administrator  in  ac¬ 
cordance  with  section  205  (c)  of  this  Act. 

“(2)  At  the  request  of  any  agency,  person,  or  organ¬ 
ization,  the  Administrator  is  authorized,  to  the  extent  con¬ 
sistent  with  efficient  administration  of  this  Act  and  subject 
to  such  conditions  or  limitations  as  he  deems  necessary,  to 
furnish  special  reports  on  the  wage  and  employment  rec¬ 
ords  of  individuals  and  to  conduct  special  statistical  studies 
of,  and  compile  special  data  with  respect  to,  any  matters 
related  to  the  programs  authorized  by  this  Act. 

“(h)  Requests  under  subsection  (a)  shall  be  complied 
with  only  if  the  agenc}7,  person,  or  organization  making  the 
request  agrees  to  make  payment  for  the  work  or  information 
requested  in  such  amount,  if  any  (not  exceeding  the  cost  of 
performing  the  work  or  furnishing  the  information) ,  as  may 
be  determined  by  the  Administrator.  A  State  agency  may 
make  the  payments  for  information  furnished  pursuant  to 
paragraph  (1)  of  subsection  (a)  by  authorizing  deductions 
from  amounts  certified  by  the  Administrator  under  section 
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302  (a)  of  this  Act  for  payment  to  such  State.  Payments 
for  work  performed  or  information  furnished  pursuant  to  this 
section,  including  deductions  authorized  to  he  made  from 
amounts  certified  under  section  302  (a),  shall  be  made  in 
advance  or  by  way  of  reimbursement,  as  may  he  requested 
by  the  Administrator,  and  shall  he  deposited  in  the  Treasury 
as  a  special  deposit  to  be  used  to  reimburse  the  appropria¬ 
tions  (including  authorizations  to  make  expenditures  from 
the  Federal  Old-Age,  Survivors,  and  Disability  Insurance 
Trust  Fund)  for  the  unit  or  units  of  the  Federal  Security 
Agency  which  performed  the  work  or  furnished  the  infor¬ 
mation. 

“(c)  No  information  shall  be  furnished  pursuant  to  this 
section  in  violation  of  section  1106  or  regulations  prescribed 
thereunder.” 
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Si st  Congress  )  HOUSE  OF  REPRESENTATIVES  j  Report 
1st  Session  j  (  No.  1359 


CONSIDERATION  OF  H.  R.  6000 


October  3,  1949. — Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Sabath,  from  the  Committee  on  Rules,  submitted  the  following 


REPORT 


[To  accompany  H.  Res.  372] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  372,  reports  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 


. 


House  Calendar  No.  1 50 


81st  CONGRESS 

1st  Session 

. ‘ 


H.  RES.  372 


IH  THE  HOUSE  OE  EEPEESENTATIVES 

October  3, 1949 

Mr.  Sabath,  from  the  Committee  on  Rules,  reported  the  following  resolution ; 
which  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved ,  That  immediately  upon  the  adoption  of  this 

2  resolution  it  shall  be  in  order  to  move  that  the  House  re- 

3  solve  itself  into  the  Committee  of  the  Whole  House  on  the 

4  State  of  the  Union  for  the  consideration  of  the  bill  (H.  E. 

5  6000)  to  extend  and  improve  the  Federal  Old-Age  and 

6  Survivors  Insurance  System,  to  amend  the  public  assistance 

7  and  child  welfare  provisions  of  the  Social  Security  Act, 

8  and  for  other  purposes,  and  all  points  of  order  against  said 

9  bill  are  hereby  waived.  That  after  general  debate  which 

10  shall  be  confined  to  the  bill  and  continue  not  to  exceed 

11  four  days,  to  be  equally  divided  and  controlled  by  the  chair- 

12  man  and  ranking  minority  member  of  the  Committee  on 

13  Ways  and  Means,  the  bill  shall  be  considered  as  having 
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been  read  for  amendment.  No  amendment  shall  be  in  order 
to  said  bill  except  amendments  offered  b}^  the  direction  of 
the  Committee  on  Ways  and  Means,  and  said  amendments 
shall  be  in  order,  any  rule  of  the  House  to  the  contrary 
notwithstanding.  Amendments  offered  by  direction  of  the 
Committee  on  Ways  and  Means  may  be  offered  to  any  sec¬ 
tion  of  the  bill  at  the  conclusion  of  the  general  debate,  but 
said  amendments  shall  not  be  subject  to  amendment.  At 
the  conclusion  of  the  consideration  of  the  bill  for  amend¬ 
ment,  the  Committee  shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may  have  been  adopted, 
and  the  previous  question  shall  be  considered  as  ordered 
on  the  bill  and  amendments  thereto  to  final  passage  without 
intervening  motion  except  one  motion  to  recommit. 
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United  States  PROCEEDINGS  AND  DEBATES  OF  THE 
of  America 


8iJ/ 


CONGRESS,  FIRST  SESSION 


Vol.  95 


WASHINGTON,  TUESDAY,  OCTOBER  4,  1949 


No.  184 


House  of  Representatives 


ie  House  met  at  12  o’clock  noon. 

,  E.  C.  Matthews,  secretary  of  evan- 
gelisnK  Home  Mission  Board  of  the 
Southern.  Baptist  Convention,  offered 
the  follows^  prayer: 

Our  heaveniy  Father,  it  is  with  deepest 
gratitude  in  ouHhearts  for  Thy  mercy  to 
us,  and  with  the  sincerest  humility  that 
we  are  capable  of,  ttSat  we  approach  Thy 
throne  of  grace  todajN 

We  recognize  the  fact'Naat  we  not  only 
stand  in  the  presence  of  an  august  as¬ 
sembly  of  people  but  that  wb-^are  in  the 
holy  presence  of  the  One  who  sgoke  the 
worlds  into  existence,  who  holds  fije  des¬ 
tiny  of  nations  in  His  hand  and  whc^iall 
someday  judge  all  men  without  reg&a;d 
to  race  or  color. 

Because  of  Thy  power  and  ability  to 
supply  all  the  needs  of  mankind  regard¬ 
less  of  conditions  or  circumstances,  we 
earnestly  beseech  Thee  now  to  give  wis¬ 
dom,  health,  and  moral  courage  to  those 
who  are  in  authority  in  this  Nation  and 
to  all  who  are  trusted  servants  of  the 
people. 

In  these  testing  times,  help  that  the 
decisions  on  the  part  of  leaders  of  all 
nations  that  affect  the  peace  of  the  world 
be  made  in  the  fear  of  God  and  for  the 
welfare  of  humanity  the  world  over. 

These  blessings  we  ask  in  the  name  of 
Christ  our  Redeemer.  Amen. 

THE  JOURNAL 

The  Journal  of  the  proceedings  of  yes¬ 
terday  was  read  and  approved. 

MESSAGE  PROM  THE  SENATE 

A  message  from  the  Senate,  by  Mr. 
McDaniel,  its  enrolling  clerk,  announced 
that  the  Senate  insists  upon  its  amend¬ 
ments  to  the  bill  (H.  R.  1437)  .entitled 
“An  act  to  authorize  the  composition  of 
the  Army  of  the  United  States  and  the 
Air  Force  of  the  United  States,  and  for 
other  purposes,”  disagreed  to  by  the 
House;  agrees  to  the  conference  asked  by 
the  House  on  the  disagreeing  votes  of 
the  two  Houses  thereon,  and  appoints 
Mr.  Byrd,  Mr.  Chapman,  Mr.  John¬ 
son  of  Texas,  Mr.  Gurney,  and  Mr.  Sal- 
tonstall  to  be  the  conferees  on  the  part 
of  the  Senate. 

The  message  also  announced  that  the 
Senate  insists  upon  its  amendments  to 
thfi'bill  (H.  R.  5332)  entitled  “An  act  to 
^/ftnend  section  3  of  the  act  of  June  18, 


1934,  relating  to  the  establishment  of 
foreign-trade  zones,”  disagreed  to  by  the 
House;  agrees  to  the  conference  asked 
by  the  House  on  the  disagreeing  votes  of 
the  two  Houses  thereon,  and  appoints 
Mr.  George,  Mr.  Connally,  Mr.  Byrd, 
Mr.  Millikin,  and  Mr.  Williams  to  be 
the  conferees  on  the  part  of  the  Senate. 

The  message  also  announced  that  the 
Senate  agrees  to  the  report  of  the  com¬ 
mittee  of  conference  on  the  disagreeing 
votes  of  the  two  Houses  on  the  amend¬ 
ment  of  the  House  to  the  bill  (S.  1407) 
entitled  “An  act  to  promote  the  rehabili¬ 
tation  of  the  Navajo  and  Hopi  Tribes  of 
Indians  and  the  better  utilization  of  the 
resources  of  the  Navajo  and  Hopi  Indian 
Reservations,  and  for  other  purposes.” 


CORRECTION  OP  ROLL  CALL 

r.  WALSH.  Mr.  Speaker,  on  roll 
calNNo.  209  I  am  not  recorded  as,.tiav- 
ing  voted.  I  was  present  and'  voted 
“yea.”  Y ask  unanimous  consent  that 
the  Record  and  Journal  be  corrected 
accordingly.V^  / 

The  SPEAKER.  Is  there  objection 
to  the  request  o^thp  gentleman  from 
Indiana?  . 

There  was  no  objeb&on. 

Mr.  WHEELER.  Mr,  Speaker,  on 
roll  call  212  Tam  recorded,  as  not  hav¬ 
ing  voted.,  rI  was  preseim^and  voted 
“no.”  I,  ask  unanimous  cogent  that 
the  R.ECORD  and  Journal  be  directed 
accordingly. 

The  SPEAKER.  Without  objecftftn, 
the  correction  will  be  made 

There  was  no  objection. 

COMMITTEE  ON  BANKING  AND 
CURRENCY 

Mr.  SPENCE.  TMr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Ranking  and  Currency  may  sit  today 
during  general  debate  on  the  bill  H.  R. 
6000. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky? 

Mr.  MILLER  of  Nebraska.  Mr. 
Speaker,  reserving  the  right  to  object, 
what  bill  is  the  committee  considering? 

Mr.  SPENCE.  We  are  considering 
the  bill  that  guarantees  foreign  invest¬ 
ments. 

Mr.  MILLER  of  Nebraska.  Mr. 
Speaker,  I  object. 


PRIVATE  CALENDAR 


-- 


The  SPEAKER.  This  is  Private  Cal¬ 
endar  day.  The  Clerk  will  cal^sfne  first 
bill  on  the  Private  Calendar.  ,f 
WADE  H.  NOLAJPH) 

The  Clerk  called  thq/first  bill  on  the 
Private  Calendar,  H.  Rf.  2854,  for  the  re¬ 
lief  of  Wade  H.  Nolahd. 

There  being  n®  objection,  the  Clerk 
read  the  bill,  asTollows : 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Treasury”  is  authorized  and  directed  to 
pay,  out  pf  any  money  in  the  Treasury  not 
otherwise  appropriated,  to  Wade  11.  Noland, 
Waynesville,  N.  C.,  the  sum  of  $145.50,  in  full 
settlement  of  all  claims  against  the  United 
£};B&tes  for  services  rendered  as  United  States 
.Tsommissioner,  western  district  of  North  Car- 
/’  olina,  during  the  quarters  ending  October 
31,  1946,  and  January  31,  1947,  but  not  paid 
because  the  account  covering  such  services 
was  not  rendered  within  the  time  prescribed 
by  law:  Provided,  That  no  part  of  the 
amount  appropriated  in  this  act  in  excess  of 
10  percent  thereof  shall  be  paid  or  delivered 
to  or  received  by  any  agent  or  attorney  on  ac¬ 
count  of  services  rendered  in  connection 
with  this  claim,  and. the  same  shall  be  un¬ 
lawful,  any  contract  to  the  contrary  not¬ 
withstanding.  Any  person  violating  the  pro¬ 
visions  of  this  act  shall  be  deemed  guilty  of 
a  misdemeanor  and  upon  conviction  thereof 
shall  be  fined  in  any  sum  not  exceeding 
$1,000. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 

ERNEST  J.  JENKINS 

The  Clerk  called  the  bill  (S.  377)  for 
ie  relief  of  Ernest  J.  Jenkins. 

ie  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

Mr.  teiQLLIVER.  Mr.  Speaker,  I  ask 
unanimous  consent  that  this  bill  be 
passed  overVithout  prejudice. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  tftagentleman  from  Iowa? 
There  was  no  o^ection. 

WIDOW  OF  ROBE 


Robert  V. 


V.  HOLLAND 

The  Clerk  called  the  Ml  (S.  1834)  for 
the  relief  of  the  widow^ 

Holland. 

There  being  no  objection,  Ti^e  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc..  That  the  Secret^ 
the  Air  Force  shall  cause  to  be  paid, 
funds  appropriated  for  pay  of  the 
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urrent  at  the  time  of  payment,  to  the  wid- 
oWof  Robert  V.  Holland  (ASN  0-32325),  late 
a  m^Jor  in  the  United  States  Air  Force,  who 
died  'on  December  5,  1947,  such  sum  as  would 
otherwise  have  been  paid  to  said  widow  as  a 
death  gigtuity  under  the  act  of  December 
17,  1919.  as  amended  (U.  S.  C„  title  10,  sec. 
903),  had  toe  said  Robert  V.  Holland  died 
while  in  a  pty  status  and  while  holding  the 
rank  of  majorcn  the  date  of  his  death. 

The  bill  was\rdered  to  be  read  a  third 
time,  was  reaatothe  third  time,  and 
passed,  and  a  moajpn  to  reconsider  was 
laid  on  the  table. 

SEAMAN  SECOND  CLASfSl  JOSEPH  T.  SYPKO 

The  Clerk  called  the\ll  (H.  R.  2087) 
for  the  relief  of  S2c  Joseph  T.  Sypko. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Treasury  be,  and  is  hereby,  authorized 
and  directed  to  pay,  out  of  any  money  in  the 
Treasury  not  otherwise  appropriate^  the 
sum  of  $412.50  to  S2c  Joseph  T.  Sypko  iriMull 
settlement  of  all  claims  against  the  United 
States  for  allowances  in  lieu  of  quarters  fo 
the  period  from  February  7,  1944,  to  January 
1,  1946,  while  serving  as  seaman  second  class 
in  the  United  States  Navy. 

With  the  following  committee  amend¬ 
ments  : 

Page  1,  line  6,  strike  out  “Seaman  Second 
Class.” 

Page  1,  line  9,  strike  out  “as  seaman  second 
class.” 

Page  1,  line  10,  after  the  word  “Navy:”,  in¬ 
sert:  "Provided,  That  no  part  of  the  amount 
appropriated  in  this  act  in  excess  of  10  per¬ 
cent  thereof  shall  be  paid  or  delivered  to  or 
received  by  any  agent  or  attorney  on  account 
of  services  rendered  in  connection  with  this 
claim,  and  the  same  shall  be  unlawful,  any 
contract  to  the  contrary  notwithstanding. 
Any  person  violating  the  provisions  of  this 
act  shall  be  deemed  guilty  of  a  misdemeanor 
and  upon  conviction  thereof  shall  be  fined 
In  any  sum  not  exceeding  $1,000.” 

The  committee  amendments  were 
agreed  to. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and 
passed. 

The  title  was  amended  so  as  to  read: 
“A  bill  for  the  relief  of  Joseph  T.  Sypko.” 

A  motion  to  reconsider  was  laid  on  the 
table. 

PATENT  TO  PAUL  HIGH  HORSE  AND  ANN/ 
HIGH  HORSE 


In  which  to  execute  preferential  rights  to 
purchase  said  tract  at  a  price  offered  the 
seller  by  a  prospective  buyer  willing  and  able 
to  purchase.” 

The  committee  amendment  was  agreed 
to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  re¬ 
consider  was  laid  on  the  table. 

PATENT  TO  JESSIE  AMERICAN  HORSE 

The  Clerk  called  the  bill  (H.  R.  5105) 
authorizing  the  issuance  of  a  patent  in 
fee  to  Jessie  American  Horse. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Interior  is  authorized  and  directed  to  is¬ 
sue  to  Jessie  American  Horse,  of  Kyle,  S.  Dak., 
a  patent  in  fee  to  the  following  described 
land  situated  on  the  Pine  Ridge  Indian  Reser¬ 
vation  in  the  State  of  South  Dakota:  Allot¬ 
ment  No.  645,  south  half,  section  2,  town¬ 
ship  37  north,  range  41  west,  of  the  sixth 
principal  meridian,  South  Dakota,  contain¬ 
ing  320  acres. 

With  the  following  committee  amend¬ 
ment  :  / 

trike  out  all  after  the  enacting  clause 
and\nsert :  / 

“THi|t  the  Secretary  of  the  Interior  i&mere- 
by  authorized  and  directed  to  sell  th&  trust 
allotment  No.  645  of  Returns  Wajpfior,  de¬ 
ceased  PirteRidge  allottee,  described  as  the 
south  half  \f  section  2,  township  37  north, 
range  41  weto,  sixth  principal  meridian, 
South  Dakota,  Containing  32Qr  acres,  convey¬ 
ance  to  be  made  py  deed  or  the  issuance  of  a 
patent  in  fee  to  the  purchaser  and  to  dis¬ 
burse  the  proceeds\of  such  sale  to  Jessie 
American  Horse  for  her  benefit.” 

The  committee  ajfres^lment  was  agreed 
to. 

The  bill  was/6rdered  tq  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time.^hd  passed. 

The  titlar  was  amended  so  to  read : 
“A  bill  te  authorize  the  sale  Certain 
allotted  inherited  land  on  the  Pirie  Ridge 
Reservation,  S.  Dak.” 

A,  motion  to  reconsider  was  laid  oft*the 
ible. 


CALL  OF  THE  HOUSE 


Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  I  make  the  point  of  order  that 
a  quorum  is  not  present.  e 

The  SPEAKER.  Evidently  a  qtiorum 
is  not  present. 

Mr.  PRIEST.  Mr.  Speaker^  move  a 
call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names: 

[Roll  NO.  213] 

Abbitt  Gregory  Norblad 

Bailey  Hall,;  Norton 

Barden  Edwin  Arthur  O’Hara,  Minn. 


Baring 

afli, 

O'Neill 

Bland 

Leonard  W. 

Patman 

Blatnik  ,, 

Hardy 

Patterson 

Bolton,  Md.  .  ? 

Harrison 

Pfeifer, 

Bolton,  Ohljf 

Harvey 

Joseph  L. 

Bonner 

Hays,  Ohio 

Pfeiffer, 

Bosone  i 

Hebert 

William  L. 

Bramblett 

Heffernan 

Phillips,  Calif. 

Brehm 

Hinshaw 

Poage 

Buckley,  N.  Y. 

Huber 

Powell 

Bulwlnkle 

Irving 

Reed,  Ill. 

B.urnside 

Jackson,  Calif. 

Reed,  N.  Y. 

JSyrne,  N.  Y. 

Javits 

Rhodes 

'Carlyle 

Jennings 

Ribicoff 

Chatham 

Jonas 

Richards 

Chudoff 

Jones,  N.  C. 

Riehlman 

Cole,  N.  Y. 

Keating 

Roosevelt 

Cooley 

Keogh 

Scott, 

Coudert 

Kilburn 

Hugh  D„  Jr. 

Crosser 

Klein 

Smathers 

Davies,  N.  Y. 

Kunkel 

Smith,  Ohio 

Deane 

Larcade 

Staggers 

Dingell 

Lovre 

Stanley 

Donohue 

McConnell 

Stockman 

Douglas 

McMillan,  S.  C. 

Tauriello 

Elston 

McMillen,  Ill. 

Taylor 

Engle,  Calif. 

McSweeney 

Thomas,  N.  J. 

Feighan 

Mack,  Ill. 

Towe 

Fellows 

Mansfield 

Underwood 

Fernandez 

Merrow 

Wadsworth 

Furcolo 

Miller,  'Calif. 

Walter 

Garmatz 

Miller,  Md. 

Whitaker  . 

Gary 

Morrison 

Whitten 

Gilmer 

Morton 

Willis  , 

Gorski,  N.  Y. 

Multer 

Withrow 

Granahan 

Murphy 

Woodhouse 

Green 

Nelson 

Worley 

The  Clerk  called  the  bill  (H.  R.  2919) 
authorizing  the  issuance  of  a  paj^nt  in 
fee  to  Paul  High  Horse  and  AniSa  High 
Horse. 

There  being  no  objection/  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That^-fhe  Secretary  of 
the  Interior  is  authorize^r  and  directed  to 
issue  to  Paul  High  House  and  Anna  High 
Horse,  of  Wanblee,  S.  Dific.,  a  patent  in  fee  to 
the  following-described  land  situated  on  the 
Rosebud  Indian  Reservation  in  the  State  of 
South  Dakota :  Allotment  No.  6902,  northwest 
quarter,  section  24,  township  36  north,  range 
25  west,  of  th€  sixth  principal  meridian, 
South  Dakot^containing  160  acres. 

With  t lye  following  committee  amend¬ 
ment: 

Page/1,  line  10,  after  the  word  “acres:”, 
insert t  "Provided,  That  when  the  land  here¬ 
in  described  is  offered  for  sale,  the  Rosebud 
Sioux  Tribe  of  Indians  of  the  Rosebud  Reser- 
ation  of  South  Dakota,  or  any  Indian  who 
is  a  member  of  said  tribe,  shall  have  90  days 


pANADIAN-BUILT  VESSEL  “NORTH  WINI 

'  The  Clerk  called  the  bill  (H.  R.  3605) 
to  provide  for  the  documentation  of  the 
Canadian-built  vessel  North  Wind, 
owned  by  a  citizen  of  the  United  States. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  the  Commissioner 
of  Customs  is  authorized  and  directed  to 
cause  to  be  documented  under  the  laws  of 
the  United  States  the  Canadian-built  vessel 
North  Wind,  bearing  Coast  Guard  motorboat 
identification  No.  10Flg50,  and  owned  by 
Joseph  F.  Kutis,  a  citizen  of  the  United 
States,  in  order  that  such  boat  may  be  oper¬ 
ated  as  a  commercial  fishing  vessel. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 

The  SPEAKER.  That  concludes  the 
bills  eligible  for  call  on  the  Private 
Calendar. 

SOCIAL  SECURITY  ACT  AMENDMENTS  OF 
1949 

Mr.  SABATH.  Mr.  Speaker,  I  call  up 
House  Resolution  372  and  ask  for  its  im¬ 
mediate  consideration. 


The  SPEAKER.  On  this  roll  call  310 
Members  have  answered  to  their  names, 
a  quorum. 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with. 

FILIPINO  REHABILITATION  COMMISSION 

The  SPEAKER.  Pursuant  to  the  pro¬ 
visions  of  Public  Law  381,  Seventy-eighth 
Congress,  the  Chair  appoints  as  a  mem¬ 
ber  of  the  Filipino  Rehabilitation  Com¬ 
mission  the  gentleman  from  Michigan 
[MivCrawford]  to  fill  the  existing  va¬ 
cancy \rereon. 

TERRITORIAL  EXPANSION  MEMORIAL 
COMMISSION 

The  SPEAKER.  Pursuant  to  the  pro¬ 
visions  of  Public  Resolution  32,  Seventy- 
third  Congress/tee  Chair  appoints  as  a 
member  of  the  United  States  Territorial 
Expansion  Memorial  Commission  the 
gentleman  from  California  [Mr.  White! 
Ja  fill  the  PYist.ing  var^nry  tiliMAna 

SOCIAL  SECURITY  ACT  AMENDMENTS  OF 
1949 

The  SPEAKER.  The  Clerk  will  report 
the  resolution  offered  by  the  gentleman 
from  Illinois  [Mr.  Sabath!. 

The  Clerk  read  as  follows: 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  it  shall  be  In 
order  to  move  that  the  House  resolve  Itself 
into  the  Committee  of  the  Whole  House  on 
the  State  of  the  Union  for  the  consideration" 
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of  the  bill  (H.  R.  6000)  to  extend  and  Im¬ 
prove  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public-as¬ 
sistance  and  child-welfare  provisions  of  the 
Social  Security  Act,  and  for  other  purposes, 
and  all  points  of  order  against  said  bill  are 
hereby  waived.  That  after  general  debate, 
which  shall  be  confined  to  the  bill  and  con¬ 
tinue  not  to  exceed  4  days,  to  be  equally 
divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee 
on  Ways  and  Means,  the  bill  shall  be  con¬ 
sidered  as  having  been  read  for  amendment. 
No  amendment  shall  be  in  order  to  said  bill 
except  amendments  offered  by  the  direction 
of  the  Committee  on  Ways  and  Means,  and 
said  amendments  shall  be  in  order,  any  rule 
of  the  House  to  the  contrary  notwithstand¬ 
ing.  Amendments  offered  by  direction  of 
the  Committee  on  Ways  and  Means  may  be 
offered  to  any  section  of  the  bill  at  the  con¬ 
clusion  of  the  general  debate,  but  said 
amendments  shall  not  be  subject  to  amend¬ 
ment.  At  the  conclusion  of  the  considera¬ 
tion  of  the  bill  for  amendment,  the  Com¬ 
mittee  shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may  have 
been  adopted,  and  the  previous  question 
shall  be  considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  without 
intervening  motion  except  one  motion  to 
recommit. 

The  SPEAKER.  The  gentleman  from 
Illinois  CMr.  Sabath]  is  recognized  for  1 
hour. 

Mr.  MARCANTONIO.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  SABATH.  I  yield. 

Mr.  MARCANTONIO.  Mr.  Speaker,  I 
ask  unanimous  consent  to  extend  my  re¬ 
marks  in  the  Appendix  of  the  Record. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  SABATH.  This  rule  makes  in 
order  H.  R.  6000,  the  social  security  bill 
amendments,  which  both  parties  have 
endorsed.  It  is  a  closed  rule  providing 
for  not  to  exceed  4  days  general  debate 
and  waives  all  points  of  order.  Only  the 
Committee  on  Ways  and  Means  has  the 
right  under  this  rule  to  offer  amend¬ 
ments. 

Mr.  MICHENER.  -Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  SABATH.  I  yield. 

Mr.  MICHENER.  This  is  a  short  rule. 
All  it  does  is  to  permit  the  House  to  talk 
for  4  days  and  then  do  nothing  about  it. 
Is  that  right? 

Mr.  SABATH.  Oh,  no.  I  differ  with 
the  gentleman.  The  House  will  have 
plenty  of  opportunity  to  do  something 
about  it,  as  I  shall  point  out  later.  I  con¬ 
cede  it  is  a  closed  rule,  and  I  presume 
some  of  the  gentlemen  on  the  other  side 
will  say,  “You  have  been  opposed  to 
closed  rules.”  I  admit  that  I  opposed 
closed  rules,  but  this  was  before  I  became 
well  informed  as  to  the  activities  and 
procedures  of  the  House.  However,  since 
I  have  acquired  greater  knowledge  on 
legislation  in  the  interest  of  the  people 
and  the  country  as  the  years  went  by,  I 
concluded  that  sometimes  it  is  necessary 
on  important  legislation  such  as  this  and 
on  tariff  and  revenue  measures  to  bring 
in  a  closed  rule.  Yes;  I  shall  oppose 
closed  rules  again  whenever  they  do  not 
provide  for  legislation  in  the  best  interest 
of  the  people  and  the  country,  as  you 
Republicans  usually  bring  in.  As  I  shall 
point  out,  if  I  may  proceed  without  in¬ 


terruption,  without  a  closed  rule  the  or¬ 
derly  procedure  Of  the  House  would  be 
jeopardized. 

Mr.  HALLECK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  SABATH.  I  am  indeed  sorry  but 
I  do  not  have  the  time. 

Mr.  BROWN  of  Ohio.  The  gentleman 
will  yield  to  me,  will  he  not? 

Mr.  SABATH.  Yes,  I  yield. 

Mr.  BROWN  of  Ohio.  What  the  gen¬ 
tleman  is  trying  to  tell  the  House  is  that 
for  the  first  40  years  of  his  service  he 
opposed  gag  rules,  and  the  last  2  years 
he  has  been  in  favor  of  them. 

Mr.  SABATH.  The  gentleman  is  again 
wrong  as  it  is  very  easy  for  him  to  be 
wrong - 

Mr.  MICHENER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  SABATH.  I  wish  I  could  yield  to 
everybody  but  I  do  not  have  the  time. 

Mr.  Speaker,  lest  I  forget,  I  wish  to 
state  that  I  am  indeed  proud  of  my 
Democratic  colleagues,  Chairman 
Doughton  of  the  Ways  and  Means  Com¬ 
mittee,  Mr.  Cooper,  Judge  Mills,  and 
Mr.  Camp,  because  never  before  have  I 
witnessed  such  an  able  presentation  by 
a  committee  on  behalf  of  a  rule.  Nearly 
every  provision  in  the  bill  was  thorough¬ 
ly  and  intelligently  explained.  Every 
query  propounded  to  these  gentlemen 
was  answered  most  satisfactorily — and 
there  were  many,  especially  on  the  part 
of  the  gentleman  from  Ohio  [Mr. 
Brown],  and  others. 

The  bill  will  extend  and  improve  the 
Federal  Old-Age  and  Survivors  Insur¬ 
ance  System  and  amend  the  public  as¬ 
sistance  and  child  welfare  provisions  of 
the  Social  Security  Act.  It  consists  of 
201  complicated  pages.  The  Ways  and 
Means  Committee  devoted  nearly  6 
months  of  tireless  effort,  toil,  study,  and 
consideration  .to  this  bill,  hearing  over 
250  witnesses  both  for  and  against.  The 
bill  was  reported  by  the  Ways  and  Means 
Committee  by  a  vote  of  21  to  3.  I  as 
well  as  the  majority  of  the  Committee 
on  Rules  believed  that  such  effort,  study, 
and  consideration,  placed  the  Ways  and 
Means  Committee  in  the  best  position  to 
determine  the  type  of  rule  that  would  be 
required.  The  able  chairman  of  the 
Ways  and  Means  Committee,  the  gentle¬ 
man  from  North  Carolina  [Mr.  Dough- 
ton],  was  instructed  by  his  committee  to 
request  a  closed  rule  which  the  Commit¬ 
tee  on  Rules  finally  reported.  For  years 
tariff  and  other  complicated  revenue 
bills  emanating,  from  the  Ways  and 
Means  Committee  always  were  consid¬ 
ered  by  the  House  under  a  closed  rule, 
miring  the  hearings  before  my  commit¬ 
tee  it  was  contended  that  some  Members 
have  amendments  that  they  would  like 
to  offer  and  under  a  closed  rule  they 
would  be  precluded.  As  a  matter  of  fact, 
my  colleague  from  Illinois  [Mr.  Mason] 
said  he  would  personally  like  to  offer 
some  40  or  50  amendments  to  this  bill. 
Now  then  if  only  one-tenth  of  the  Mem¬ 
bers  offered  one-tenth  of  the  amend¬ 
ments  that  the  gentleman  from  Illinois 
[Mr.  Mason]  would  like  to  offer,  we  would 
have  over  220  amendments,  and  if  on 
the  average,  each  amendment  offered 
had  two  Members  making  5  jninute 
speeches  for  and  against — that  being  20 


minutes  on  each  amendment — almost 
4,400  minutes  or  months  of  time  would 
be  consumed  thereon.  Is  any  nonmem¬ 
ber  of  the  Ways  and  Means  Committee 
so  conceited  and  vain  to  believe  that  he 
would  be  in  a  better  position,  without 
having  the  advantage  of  6  months  of 
hearings  and  deliberations,  to  improve 
the  bill?  Surely,  I  doubt  whether  this 
is  possible. 

Certainly  this  is  not  a  perfect  bill;  it 
is  rather  a  compromise  bill,  as  is  all 
legislation.  Personally,  I  would  like  to 
see  the  bill  broadened  so  as  to  include 
some  of  the  exclusions  made  by  the 
Ways  and  Means  Committee.  All  things 
being  equal,  however,  the  Ways  and 
Means  Committee,  under  the  very  able 
leadership  of  Chairman  Doughton,  did 
a  splendid  job  on  their  difficult  and  ar¬ 
duous  task  and  deserve  the  praise  and 
gratitude  of  the  House  and  the  country. 

Mr.  Speaker,  my  Republican  friends 
and  particularly  the  gentleman  from 
Michigan  [Mr.  Michener],  contend  that 
they  will  have  no  opportunity  to  register 
their  views  under  this  rule.  On  the  con¬ 
trary  they  will  have  four  chances  to  vote, 
namely:  First,  on  the  previous  question; 
second,  on  the  rule,  and  those  who  ai'e 
desirous  of  seeing  the  bill  killed  can  vote 
against  the  rule;  third,  again,  those  op¬ 
posed  to  social  security  can  vote  ta  re¬ 
commit  and  if  they  fail,  and  I  hope  they 
will;  fourth,  they  can  vote  against  the 
bill. 

Answering  the  gentleman  from  Ohio 
[Mr.  Brown],  who  complained  about  a 
closed  rule,  the  chairman  of  the  Com¬ 
mittee  on  Ways  and  Means,  the  gentle¬ 
man  from  North  Carolina  [Mr.  Dough¬ 
ton],  made  a  statement  before  the  Rules 
Committee  on  October  1,  pointing  out 
the  record  of  the  two  parties  on  this 
legislation. 

Mr.  Doughton  stressed  his  deep  in¬ 
terest  in  this  legislation  since  1935,  and 
pointed  out  that  nothing  was  done  in 
amending  the  Social  Security  Act  from 
1939  to  1946  because  the  Congress  was 
dealing  with  far  more  important  prob¬ 
lems,  namely,  the  war.  When  the  Re¬ 
publicans  took  over  control  of  Congress 
in  January  1947,  it  was  not  until  June 
1948,  the  second  session  of  the  Eightieth 
Congress,  that  they  gave  any  considera¬ 
tion  to  social  security  and  this  was  18 
days  before  final  adjournment  when 
they  reported  a  bill  upon  which  no 
hearings  were  held  because  it  was  not 
considered  important  enough  to  hold 
hearings.  In  the  Eighty-first  Congress, 
however,  under  Democratic  control,  we, 
introduced  two  bills  as  the  basis  for* 
study  during  the  second  month  of  this 
session. 

I  wish  to  point  out  further  that  on  the 
very  day  the  bill  was  reported  by  the 
Republican  Eightieth  Congress  in  June 
1948,  Mr.  Reed  went  before  the  Com¬ 
mittee  on  Rules  of  which  I  was  ranking 
minority  member,  requesting  a  closed 
rule — a  closer  rule  than  in  the  present 
instance. 

Here  is  the  rule  Mr.  Reed  requested  at 
that  time : 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
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Union  for  the  consideration  of  the  bill  H.  R. 
6777,  to  extend  the  coverage  of  the  old-age 
and  survivors  insurance  system,  to  increase 
certain  benefits  payable  under  such  system, 
and  for  other  purposes,  and  all  points  of 
order  against  said  bill  are  hereby  waived. 
That  after  general  debate,  which  shall  be 
confined  to  the  bill,  and  shall  continue  not 
to  exceed  2  hours,  to  be  equally  divided 
and  controlled  by  the  chairman  and  the 
ranking  minority  member  of  the  Commit¬ 
tee  on  Ways  and  Means,  the  bill  shall  be  con¬ 
sidered  as  having  been  read  for  amendment. 
No  amendment  shall  be  in  order  to  said  bill 
except  amendments  offered  by  direction  of 
the  Committee  on  Ways  and  Means,  and  said 
amendments  shall  be  in  order,  any  rule  of 
the  House  to  the  contrary  notwithstanding. 
Amendments  offered  by  direction  of  the 
Committee  on  Ways  and  Means  may  be  of¬ 
fered  to  any  section  of  the  bill  at  the  con¬ 
clusion  of  the  general  debate,  but  said 
amendments  shall  not  be  subject  to  amend¬ 
ment.  At  the  conclusion  of  the  considera¬ 
tion  of  the  bill  for  amendment,  the  Com¬ 
mittee  shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may  have 
been  adopted,  and  the  previous  question 
shall  be  considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  without 
intervening  motion  except  one  motion  to  re¬ 
commit. 

No  one  can  justly  deny  the  facts  pre¬ 
sented  by  the  gentleman  from  North 
Carolina,  Chairman  Doughton.  All  this 
proves  that  the  action  of  the  majority 
surely  is  more  liberal  and  democratic 
than  the  action  taken  when  the  Repub¬ 
licans  were  in  control,  unfortunately,  in 
the  Seventy-first  Congress  and  in  the 
years  before. 

Consequently,  I  feel  that  the  attack 
and  opposition  to  this  rule  and  the  bill 
which  will  be  forthcoming  on  the  part 
of  the  Republicans,  is  purely  for  political 
purposes  so  as  to  mislead  the  people  of 
our  country.  Notwithstanding  that  they 
claim  they  are  for  the  bill,  their  acts 
belie  the  facts.  The  opposition  will  tell 
you  that  more  time  should  have  been 
given  to  consideration  of  this  bill  and 
its  subject  matter  on  the  part  of  the 
Members  and  their  constituents.  Per¬ 
sonally,  I  feel  that  if  all  the  Members 
of  the  House,  who  are  not  instructed  for 
political  reasons  to  oppose  this  legisla¬ 
tion,  had  an  opportunity  to  observe  the 
sincerity  and  hear  the  testimony  of 
Chairman  Doughton,  Mr.  Cooper,  Judge 
Mills,  and  Mr.  Camp,  they  would  be  thor¬ 
oughly  satisfied  that  this  bill  and  every 
provision  contained  therein  has  been 
carefully  considered  and  sufficient  justi¬ 
fication  for  every  provision  was  made 
before  the  committee  reported  out  the 
bill. 

•  Mr.  Speaker,  as  I  said  before,  this  rule 
should  and  will  be  adopted  in  order  to 
insure  orderly  procedure  and  it  will,  at 
the  same  time,  give  the  country  and 
the  Senate  sufficient  additional  time  to 
familiarize  themselves  more  thoroughly 
with  the  bill  and  resultant  approval 
when  the  Senate  meets  next  session. 

As  a  matter  of  fact,  the  bill,  H.  R.  6000, 
was  reported  on  August  22,  1949,  and 
the  report  was  available  on  August  23, 
1949.  Copies  have  been  available  to  each 
and  every  Member  of  the  House.  The 
gentleman  from  North  Carolina,  Chair¬ 
man  Doughton,  issued  a  press  release 
on  August  15,  1949,  setting  forth  in  de¬ 
tail  all  the  provisions  of  the  bill,  and 
which  press  release  was  embodied  in 


tjie  Congressional  Record  for  the  in¬ 
formation  of  the  Members  and  the  coun¬ 
try.  Therefore,  Mr.  Speaker,  none  can 
claim  or  justly  maintain  that  they  had 
insufficient  time  to  familiarize  them¬ 
selves  with  the  bill  and  its  provisions. 

I  fully  appreciate  the  fact  that  the 
life-insurance  companies  have  been  busy 
with  their  propaganda  and  lobby  efforts 
in  an  attempt  to  defeat  this  bill.  They 
are  not  satisfied  with  over  $55,000,000,- 
000  worth  of  assets  and  the  fact  that 
they  have  outstanding  over  193,100,000 
policies  with  a  face  value  of  $207,000,- 
000,000.  Notwithstanding  this,  they  still 
oppose  this  worth-while  legislation  which 
the  people  demand.  The  average  life 
expectancy  has  increased  considerably, 
yet  the  premiums  have  not  decreased 
proportionately.  It  took  the  American 
life  insurance  companies  almost  50  years 
to  adopt  a  new  experience  of  mortality 
in  revising  rates. 

Mr.  Speaker,  the  record  is  very  clear 
that  private  insurance  companies  have 
not  accepted  their  responsibilities  in 
providing  the  benefits  outlined  in  this 
bill.  It  becomes  clearly  the  responsi¬ 
bility  of  the  Government  so  to  do. 

Mr.  Speaker,  on  March  28,  1912,  I  was 
privileged  to  introduce  a  resolution  in 
the  Sixty-second  Congress,  House  Joint 
Resolution  283,  which  was  for  the  pur¬ 
pose  of  creating  a  committee  to  investi¬ 
gate  the  various  systems  of  old-age  pen¬ 
sions  and  annuities  in  the  hope  that  fa¬ 
vorable  action  would  be  obtained  in  the 
then  very  near  future.  I  take  the  liberty 
of  inserting  at  this  point : 

[H.  J.  Res.  283,  62d  Cong.,  2d  sess.] 
Joint  resolution  for  the  appointment  of  a 

committee  to  investigate  the  various  sys¬ 
tems  of  old-age  pensions  and  annuities 

Resolved,  etc.,  That  a  joint  committee  be, 
and  it  is  hereby  created,  consisting  of  three 
Members  of  the  Senate  to  be  appointed  by 
the  President  of  the  Senate  and  three  Mem¬ 
bers  of  the  House  of  Representatives  to  be 
elected  by  the  House,  for  the  purpose  of  mak¬ 
ing  a  thorough  investigation  of  the  subject 
of  old-age  pensions  and  annuities,  said  com¬ 
mittee  to  submit  a  report  to  the  Congress 
of  the  United  States  not  later  than  Decem¬ 
ber  first,  nineteen  hundred  and  thirteen. 

Sec.  2.  That  to  carry  out  the  purpose  of  this 
resolution  the  committee  hereby  created  is 
authorized  to  employ  persons  who  are  famil¬ 
iar  with  the  subject  and  to  take  such  other 
steps  as  are  necessary  to  make  a  thorough 
examination  into  the  matter. 

Sec.  3.  That  all  expenses  of  said  committee, 
for  all  time  in  which  said  committee  shall 
be  actually  engaged  in  this  investigation 
shall  be  paid,  out  of  any  funds  in  the  Treas¬ 
ury  of  the  United  States  not  otherwise  ap¬ 
propriated,  on  a  certificate  of  the  chairman 
of  said  committee,  who  shall  be  selectea 
from  the  membership  of  the  committee 
named  under  this  resolution,  and  the  sum 
necessary  for  carrying  out  the  provisions  of 
this  resolution  is  hereby  appropriated:  Pro¬ 
vided,  That  the  total  expenses  authorized 
by  this  resolution  shall  not  exceed  the  sum 
of  $15,000. 

Sec.  4.  That  any  vacancy  occurring  on  said 
committee  shall  be  filled  in  the  same  manner 
as  the  original  appointments  were  made. 

Sec.  5.  That  to  carry  out  and  give  effect  to 
the  provisions  .of  this  resolution  the  com¬ 
mittee  hereby  created  shall  have  power  to 
issue  subpenas,  administer  oaths,  summon 
witnesses,  require  the  production  of  books 
and  papers,  and  receive  testimony  taken  be¬ 
fore  any  proper  officer  in  any  State  or  Ter¬ 
ritory  of  the  United  States. 


This  subject  is  very  close  to  my  heart, 
and  I  naturally  am  interested  in  the  bill 
before  us  which  broadens  the  Social  Se¬ 
curity  Act  passed  by  us  in  1935  and 
amended  in  1939.  I  hope  that  in  the 
next  session  and  in  future  Congresses  we 
can  still  further  broaden  the  benefits  and 
scope  of  the  Social  Security  Act  so  as  to 
include  everyone. 

I  am  confident  that  the  rule  will  be 
adopted  and  the  bill  will  be  passed. 

(Mr.  SABATH  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
I  yield  myself  5  minutes. 

(Mr.  BROWN  of  Ohio  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
I  am  amazed  and  deeply  grieved  to  see 
the  dean  of  the  House,  the  chairman  of 
the  important  Committee  on  Rules  [Mr. 
Sabath],  known  for  more  than  four  dec¬ 
ades  as  a  great  liberal,  come  into  the 
House  and  sponsor  one  of  the  most  re¬ 
actionary  pieces  of  legislation  which  has 
ever  been  presented  to  this  body — a 
closed  rule  or  a  gag  rule  on  an  important 
piece  of  legislation  in  which  will  be  fixed 
public  policy  in  perpetuity,  or  for  as  long 
as  this  Government  stands.  I  am 
amazed,  chagrined,  and  grieved  that  a 
man  of  his  reputation  as  a  liberal,  and 
others  who  are  supporting  him,  would 
come  to  this  House  and  say  to  you  Mem¬ 
bers  “We  cannot  trust  you;  we  cannot 
accept  your  judgment  on  this  important 
legislation;  we  cannot  permit  you  to  pass 
upon  the  public  policies  of  this  country; 
instead,  we  must  insist  that  you  accept 
a  gag  which  will  require  you  to  vote  for 
or  against  this  legislation  in  its  entirety; 
that  you  must  either  be  branded  as  op¬ 
posed  to  all  social  security  or  you  must 
accept  many  of  the  provisions  of  this 
bill  which  are,  indeed,  questionable.” 

Mr.  McCORMACK.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  BROWN  of  Ohio.  I  am  sorry;  I 
cannot  jield. 

You  say  that  15  men,  a  bare  majority 
of  the  Committee  on  Ways  and  Means, 
must  do  the  thinking  for  this  great  House 
of  Representatives,  that  we  must  pass 
this  legislation  quickly  and  hurriedly; 
and  then  if  any  errors  are  found  after 
it  goes  over  to  the  Senate,  where  they 
tell  us  frankly  that  it  will  not  be  consid¬ 
ered  until  January,  February,  March, 
April,  May,  June,  or  July — only  the  Lord 
knows  when — that  if  any  mistakes  are 
found,  the  Senate  can  correct  them. 

I  believe  the  Members  of  this  House 
want  the  right  kind  of  social-security 
legislation,  and  I  also  believe  that  the 
membership  of  this  House  has  the  judg¬ 
ment  and  the  wisdom  to  pass  a  good  so¬ 
cial-security  bill.  I  believe  there  is  a 
recognition  among  all  of  us  that  if  we 
make  a  mistake  on  this  bill  the  result 
may  easily  be  the  wreckage  of  the  whole 
Social  Security  System,  or  bankruptcy  for 
our  National  Treasury.  So  we  want  to 
be  sure  as  to  what  we  do  here. 

Some  talk  about  the  use  of  gag  rules 
before.  Mr.  Speaker,  the  original  Social 
Security  Act  which  was  passed  in  1935 
was  considered  under  an  open  rule.  Oh, 
that  was  a  great  legislative  body  back  in 
1935;  you  could  trust  the  Members  of  the 
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House  of  that  day  to  use  good  judgment 
in  passing  upon  an  important  bill.  And 
then  in  1939  when  the  legislation  was 
amended  it  was  considered  under  an 
open  rule.  The  House  of  that  day  was 
also  a  great  legislative  body,  with  men  of 
responsibility  and  judgment.  You  could 
trust  them  to  legislate.  Then  in  1946 
again  the  Social  Security  Act  was 
amended  under  an  open  rule — by  another 
great  legislature.  The  men  and  women 
of  the  House  in  1946  could  be  trusted  to 
work  their  will,  for  they  were  men  and 
women  of  sound  judgment,  sufficient  to 
pass  upon  policies  of  the  Government  at* 
that  time.  But  not  in  this  Congress. 

In  the  Eightieth  Congress  there  was  a 
piece  of  legislation  providing  certain 
amendments  to  the  Social  Security  Act 
which  had  been  reported,  if  you  please, 
by  the  unanimous  vote  of  the  Committee 
on  Ways  and  Means.  There  was  no  op¬ 
position  at  all  to  that  bill.  It  was  taken 
up  under  suspension  of  the  rules,  and 
there  was  no  real  opposition  to  it.  Every¬ 
one  supported  the  bill.  There  was  no 
question  of  public  policy  involved,  and 
there  were  no  basic  fundamental  con¬ 
cepts  of  the  Government’s  responsibili¬ 
ties  to  the  people  involved  in  that  legis¬ 
lation. 

The  SPEAKER  pro  tempore.  The  time 
of  the  gentleman  from  Ohio  has  expired. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  I 
yield  myself  two  additional  minutes. 

Mr.  Speaker,  in  this  case,  however,  we 
are  being  told,  despite  the  fact  the  great 
Committee  on  Ways  and  Means  of  this 
House  worked  for  6  months  in  consider¬ 
ing  this  legislation,  4  months  of  which 
were  in  executive  session  where  the  rest 
of  us  did  not  know  what  was  going  on, 
that  we  cannot  be  given  time  to  read  or 
study  the  bill  or  discuss  it  with  our  con¬ 
stituents,  and  that  the  American  people 
generally  should  not  be  given  time  to  con¬ 
sider  it.  We  are  told  that  we  must  ac¬ 
cept  this  bill  as  is  under  a  gag  rule,  and, 
as  in  the  days  of  the  German  Reichstag, 
we  sit  here  and  just  vote  “ja.” 

Mr.  Speaker,  it  will  be  a  sad  day  for 
the  United  States  of  America  and  for 
representative  government  in  this  coun¬ 
try  and  elsewhere  when  you  bind  and 
gag  this  House,  the  most  deliberative 
body  in  the  world,  under  a  rule  like  this 
which  will  not  permit  us  to  even  pass 
upon  the  questions  of  policy  involved 
in  a  bill  of  the  utmost  importance  to  the 
people  and  to  the  economy  of  this 
Nation. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Ohio  has 
again  expired. 

Mr.  SABATH.  Mr.  Speaker,  I  yield  4 
minutes  to  the  gentleman  from  Massa¬ 
chusetts  [Mr.  McCormack]. 

Mr.  McCORMACK.  Mr.  Speaker,  it  is 
rather  interesting  and  amusing  to  watch 
the  outward  indignation  of  my  good 
friend  from  Ohio  [Mr.  Brown].  Last 
year  as  a  member  of  the  Committee  on 
Rules  the  gentleman  from  Ohio  voted  for 
the  same  kind  of  a  rule.  Now  he  pro¬ 
tests  against  the  same  kind  of  a  rule 
when  a  Democratic  controlled  Rules 
Committee  reports  its  out. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield  for  a  question? 


Mr.  McCORMACK.  The  gentleman 
would  not  yield  to  me. 

Mr.  BROWN  of  Ohio.  I  mean  for  a 
correction. 

Mr.  McCORMACK.  I  yield  to  the 
gentleman. 

Mr.  BROWN  of  Ohio.  I  would  like  to 
correct  the  gentleman  and  say  that  I 
was  not  in  Washington  and  did  not  par¬ 
ticipate  in  the  meeting  of  the  Rules  Com¬ 
mittee  and  did  not  vote  for  that  rule.  I 
happened  to  be  up  in  Philadelphia  try¬ 
ing  to  save  the  country  by  endeavoring 
to  get  the  right  kind  of  a  candidate  for 
President. 

Mr.  McCORMACK.  If  the  gentleman 
had  been  here  would  he  have  voted  in  the 
Rules  Committee  for  that  rule? 

Mr.  BROWN  of  Ohio.  I  would  have 
probably  done  the  same  thing  the  gen¬ 
tleman  did;  I  would  have  supported  the 
legislation  under  suspension  of  the  rules. 

Mr.  McCORMACK.  And  would  have 
voted  for  the  gag  rule.  So  the  argument 
of  the  gentleman  from  Ohio  falls  to  the 
ground  because  he  is  completely  incon¬ 
sistent. 

Last  year  both  the  Democrats  and  Re¬ 
publicans  of  the  Committee  on  Ways  and 
Means  asked  for  the  closed  rule.  It  was 
unanimous  last  year.  There  was  no 
partisan  fight  made  last  year.  We  did 
not  fight  the  closed  rule,  because  we 
recogized  that  in  legislation  of  this  kind 
there  is  a  practical  situation  that  con¬ 
fronts  the  House  and  this  type  of  legisla¬ 
tion  is  an  exception  to  the  general  rule 
of  bringing  legislation  up  under  the  reg¬ 
ular  rules  of  the  House.  But  after  the 
rule  was  reported  out,  not  content  with 
bringing  it  up  under  a  closed  rule,  with 
both  parties  in  agreement,  and  preserv¬ 
ing  to  the  Democratic  Party  its  inherent 
right  to  a  motion  to  recommit,  the  pur¬ 
pose  of  which  is  to  enable  the  minority 
party  to  establish  its  record  for  the  coun¬ 
try,  the  Republican  leadership  brought 
that  bill  up  under  suspension  of  the  rules 
in  1948. 

When  my  friend  from  Ohio  talks  about 
putting  anybody  behind  the  eight  ball, 
certainly  that  was  putting  this  House  be¬ 
hind  the  eight  ball:  an  agreement  was 
made  for  a  closed  rule  in  the  committee, 
a  rule  was  reported  out,,  it  reserved  the 
right  to  recommit,  and  then  the  Repub¬ 
licans  took  it  away  from  us  Democrats 
under  suspension  of  the  rules.  That  is 
one  thing  the  Democratic  Party  has 
never  done,  and  it  is  one  thing  that  the 
Democratic  Party  would  never  sink  to  a 
political  low  to  do.  What  about  the 
housing  bill  last  year?  The  Republicans 
reported  that  out.  Did  they  give  us  even 
a  closed  rule,  reserving  to  the  Demo¬ 
crats  the  right  to  recommittal,  which  we 
are  doing  in  this  rule?  No.  They 
brought  it  up  under  suspension  of  the 
rules  because  they  knew  if  they  brought  it 
up  even  under  a  closed  rule,  with  a  mo¬ 
tion  to  recommit,  we  would  have  put  pub¬ 
lic  and  low-cost  housing  in  there,  and 
they  knew  that  they  could  not  have  con¬ 
trolled  their  own  membership,  and  a  mo¬ 
tion  to  recommit  would  have  carried. 

So,  the  talk  of  the  gentleman  from 
Ohio  is  just  outward.  Inwardly  he  knows 
that  he  is  talking  inconsistent  with  his 
own  expressions. 


The  SPEAKER  pro  tempore.  The  time 
of  the  gentleman  from  Massachusetts 

laoq  PYnil'PH 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  I 
yield  5  minutes  to  the  gentleman  from 
Ohio  [Mr.  Jenkins]. 

Mr.  JENKINS.  Mr.  Speaker,  now  that 
we  have  gotten  through  with  a  lot  of  ora¬ 
tory,  I  hope  we  will  get  down  to  the  seri¬ 
ous  aspects  of  this  situation,  because  it 
is  serious.  We  are  considering  one  of 
the  most  important  pieces  of  legislation 
that  any  Congress  has  ever  been  called 
upon  to  consider.  It  involves  more  than 
50,000,000  of  our  people  and  their  families. 

Let  us  just  for  a  minute  trace  the  ori¬ 
gin  and  the  genesis'  of  this  proposed  leg¬ 
islation.  This  proposed  legislation  came 
up  to  the  House  of  Representatives  in 
two  bills.  They  were  not  prepared  by  any 
member  of  the  Committee  on  Ways  and 
Means.  Who  prepared  them?  I  can¬ 
not  tell  you  who  prepared  it,  but  I  think 
it  is  safe  to  say  that  Mr.  Altmeyer  pre¬ 
pared  it.  He  no  doubt  prepared  it  and 
sent  up  two  bills.  They  were  H.  R.  2892 
and  H.  R.  2893.  He  expected  them  to  be 
considered  by  the  committee  as  two  bills. 
There  is  no  doubt  about  that.  And  that 
is  the  way  that  they  were  considered. 
One  of  them  was  a  bill  that  took  care  of 
public  assistance,  such  as  old-age  pen¬ 
sions,  and  the  blind,  and  the  dependent 
children,  but  this  other  one  took  care  of 
what  we  call  old  age  and  survivors  in¬ 
surance.  Now,  the  committee  sat  for  6 
months  considering  these  two  bills.  They 
considered  them  separately,  but  when  the 
time  came  to  present  them  to  the  House 
the  Democrat  members  of  the  committee 
combined  them  for  no  other  reason  than 
to  take  the  old-age  pension  and  the  blind 
pension  and  add  those  to  the  other  bill 
to  make  it  more  palatable,  so  that  the 
Members  of  this  House  would  have  to 
take  the  bad  features  of  the  bill  in  order 
to  get  the  good  features. 

It  has  been  said  on  this  floor  today 
that  this  bill  is  in  the  same  category  as 
the  Reed  bill  of  last  year.  This  is  not 
accurate.  There  is  no  comparison  with 
it.  As  to  the  Reed  bill  of  last  year,  the 
Committee  on  Ways  and  Means,  both 
Democrats  and  Republicans,  as  far  as  I 
know,  unanimously  agreed  that  we  would 
recanvass  this  whole  proposition  and 
bring  in  some  necessary  amendments. 
The  old-age  people  needed  to  be  taken 
care  of,  as  well  as  the  blind  people,  and 
many  other  problems  had  arisen,  and  a 
subcommittee  containing  some  of  the  best 
men  on  the  Committee  on  Ways  and 
Means  was  appointed.  The  subcommit¬ 
tee  consisted  of  some  of  the  finest  men 
on  both  sides.  What  did  they  do?  They 
did  not  indulge  in  any  partisan  politics 
of  any  kind.  They  brought  forth  a  bill 
that  everybody  could  agree  with.  Every 
Democrat  and  every  Republican  on  the 
committee  supported  it.  And,  they  went 
before  the  Committee  on  Rules  near  the 
end  of  the  session.  The  session  was 
about  to  close,  and  no  doubt  they  wanted 
to  bring  up  that  bill  and  do  something 
about  it.  Within  a  few  days  the  session 
did  close.  We  went  before  the  Rules 
Committee  to  get  a  rule,  and  everybody 
agreed,  and  there  was  not  a  Democrat 
there  to  dispute  it-that  I  know  of,  ex- 
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cept  one  who  objected,  I  think,  because 
he  wanted  a  more  liberal  bill  than  the 
Reed  bill.  After  the  rule  was  voted  out 
by  the  Rules  Committee  it  was  never 
called  up  for  consideration  by  the  House. 

It  was  not  necessary.  We  decided  that 
the  Reed  bill  was  so  popular  that  it  would 
carry  through  on  a  suspension  of  the 
rules  on  a  two-thirds  vote.  Who  was 
there  to  object  on  a  two-thirds  vote? 
Who  stood  up  on  the  Democratic  side 
and  opposed  the  Reed  bill,  on  a  two- 
thirds  vote?  Nobody  did.  They  were, 
no  doubt,  present  and  agreed  to  this  pro¬ 
cedure.  The  bill  passed,  as  I  remember, 
by  a  vote  of  more  than  200  to  2.  There 
were  only  two  opposed  to  it. 

Heretofore  it  has  been  the  custom,  and 
a  lot  of  you  Members  have  never  liked  it, 
for  the  Committee  on  Ways  and  Means 
to  ask  for  a  closed  rule  because  they  were 
purely  tax  bills.  Some  of  you  voted 
against  all  these  gag  rules.  Some  of  you 
did  not  vote  against  them,  but  you  felt 
in  your  heart  that  you  should,  because 
it  really  was  not  the  American  way  to 
legislate.  The  Committee  on  Ways  and 
Means  has  never,  so  far  as  I  know, 
asked  for  a  closed  rule  unless  it  was  prac¬ 
tically  a  unanimous  matter  or  unless  it 
was  a  tax  matter  or  a  tariff  matter.  This 
is  not  a  tax  matter,  this  is  not  basically 
a  tax  matter,  it  is  a  social-security  mat¬ 
ter.  You  take  the  provisions  relating  to 
the  blind  and  the  provision  relating  to 
old-age  pensions  and  you  throw  them  all 
in  this  one  bill  to  make  it  popular  enough 
so  that  you  can  pass  something  that 
Altmeyer  wants  to  put  over  on  you. 
That  program  is  not  a  great  deal  short 
of  the  great  welfare  state  we  hear  talked 
about  so  much.  This  gag  rule  is  an  in¬ 
trusion  on  the  rights  of  every  Member  of 
this  House.  The  laboring  men  have 
always  stood  up  in  their  union  meetings 
and  advocated  local  autonomy.  They 
want  self-autonomy;  they  want  the  right 
to  speak.  Now  you  give  them  and  all 
the  other  Members  of  this  House  4  days 
to  talk  in  general  debate,  but  you  do  not 
give  them  the  right  to  amend  any  portion 
of  this  bill.  This  is  not  right.  In  all  my 
service  I  have  never  seen  such  brazen 
usurpation  of  the  rights  of  Members  of 
Congress.  In  effect,  you  say  to  every 
Member  that  unless  you  are  a  member 
of  the  Ways  and  Means  Committee  you 
do  not  count. 

Mr.  Speaker,  every  Member  in  this 
House  represents  a  congressional  district 
and  no  Member  represents  more  than  one 
district. 

(Mr.  JENKINS  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  SABATH.  Mr.  Speaker,  I  yield  5 
minutes  to  the  gentleman  from  Georgia 
[Mr.  Cox.] 

Mr.  COX.  Mr.  Speaker,  in  spite  of  my 
very  great  misgivings  about  this  social 
security  bill,  I  can  find  no  reason  why  I 
should  oppose  the  request  of  the  Com¬ 
mittee  on  Ways  and  Means  for  a  closed 
rule  for  its  consideration.  There  is  noth¬ 
ing  extraordinary  about  the  request  of 
that  committee  and  nothing  unusual  in 
the  action  of  the  Rules  Committee.  Most 
measures  of  a  highly  technical  nature 
that  come  from  the  Ways  and  Means 
Committee  are  considered  under  a  closed 


rule,  and  this  is  a  technical  and  compli¬ 
cated  bill. 

Mr.  HALLECK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  COX.  I  yield  to  the  gentleman 
from  Indiana. 

Mr.  HALLECK.  Is  it  any  more  techni¬ 
cal  than  exactly  the  same  sort  of  bill  that 
comes  from  the  Committee  on  Interstate 
and  Foreign  Commerce  covering  rail¬ 
road  workers? 

Mr.  COX.  I  do  not  know  that  it  is,  but 
my  faith  in  the  soundness  of  the  judg¬ 
ment  of  the  Committee  on  Ways  and 
Means  was  the  basis  of  my  going  along 
and  favoring  a  closed  rule. 

The  law  of  the  majority  is  the  law  that 
governs  all  human  activity.  The  majority 
of  the  Committee  on  Ways  and  Means 
asked  for  this  closed  rule,  and  the  Com¬ 
mittee  on  Rules,  in  keeping  with  its 
record  on  similar  matters,  acceded  to 
that  request. 

I  have  been  a  member  of  the  Commit¬ 
tee  on  Rules  for  a  long  time  and  I  do  not 
recall  a  single  instance  where  the  Com¬ 
mittee  on  Ways  and  Means  requested  a 
rule  of  a  particular  type  that  the  Com¬ 
mittee  on  Rules  did  not  accede  to  that 
request  and  accommodate  the  desire  of 
the  Ways  and  Means  Committee. 

Mr.  CURTIS.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  COX.  I  yield  to  the  gentleman 
from  Nebraska. 

Mr.  CURTIS.  Does  the  gentleman  be¬ 
lieve  we  should  extend  social  security,  in¬ 
cluding  total  and  permanent  disability 
insurance,  to  the  Virgin  Islands  and 
Puerto  Rico,  without  the  House  of  Rep¬ 
resentatives  voting  on  that  particular 
issue? 

Mr.  COX.  Let  me  say  in  response  to 
the  gentleman  that  if  I  had  been  writing 
the  bill  or  had  participated  in  the  prep¬ 
aration  of  the  bill,  I  would  have  favored 
a  measure  of  a  different  type  in  some 
particulars.  But  the  Committee  on  Ways 
and  Means  requested  this  kind  of  rule 
in  order  to  protect  the  integrity  of  the 
measure — a  measure  which  the  commit¬ 
tee  insists  is  a  good  bill. 

Mr.  Speaker,  I  have  been  a  reasonably 
close  follower  of  important  debates  in 
the  House  of  Representatives  and  I  want 
to  say  that  in  my  long  experience  as  a 
Member  of  this  body  I  have  never  seen 
Members  exhibit  so  fine  an  understand¬ 
ing  of  the  questions  at  issue  as  was  evi¬ 
denced  by  the  members  of  the  Commit¬ 
tee  on  Ways  and  Means  who  came  before 
the  Committee  on  Rules  on  the  applica¬ 
tion  for  this  rule. 

The  membership  of  this  House  will  be 
richly  compensated  for  the  time  they 
devote  to  sitting  here  and  listening  to 
the  debate  that  will  follow  because,  if 
the  members  of  the  Committee  on  Ways 
and  Means  measure  up  in  any  degree 
to  the  high  standard  set  in  their  ap¬ 
pearances  before  the  Committee  on 
Rules,  it  will  be  the  finest  debate  that 
has  been  held  in  either  House  of  Congress 
in  many  years. 

The  leadership  in  its  judgment  thought 
it  well  that  this  measure  be  considered 
under  a  closed  rule.  They  are  convinced 
that  the  Committee  on  Ways  and  Means 
in  the  6  months  of  devoted  study  that 
it  has  given  to  the  whole  question  has 
come  up  with  a  sound,  conservative,  and 


workable  bill  and  for  that  reason  thought 
it  well  that  it  be  considered  as  an  entity, 
and  I  think  it  well  that  it  be  considered 
at  this  time  because,  as  was  observed  by 
the  chairman  of  the  Committee  on  Rules, 
it  will  give  the  country  an  opportunity 
to  inform  itself  on  all  of  its  particular 
provisions  and  afford  the  Senate  the 
benefit  of  public  reaction  by  the  time 
that  consideration  is  had  in  that  body. 

The  SPEAKER  pro  tempore.  The  time 
of  the  gentleman  from  Georgia  has  ex¬ 
pired. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
*  I  yield  2  minutes  to  the  gentleman  from 
New  Jersey  [Mr.  Kean], 

Mr.  KEAN.  Mr.  Speaker,  I  have  long 
been  an  advocate  of  broadening  our  old- 
age  and  survivors’  insurance  law  and 
sharply  increasing  the  benefits  thereof. 
I  introduced  three  bills  for  this  purpose. 
I  voted  to  report  the  bill  H.  R.  6000  to 
the  House.  I  expect  to  vote  for  the  bill 
on  final  passage. 

However,  there  are  many  grave  de¬ 
fects  in  the  bill  which  ought  to  be  cor¬ 
rected.  Most  of  these  are  outlined  in  the 
views  of  the  minority  on  page  157  of  the 
committee  report.  Our  recommenda¬ 
tions  are  not  unimportant.  Our  sugges¬ 
tion  No.  2  will  save  the  taxpayers  of  this 
country  $800,000,000  annually.  Our  sug¬ 
gestion  No.  9  will  save  the  taxpayers  over 
$1,000,000,000  annually.  There  are  grave 
questions  of  policy  which  should  be  de¬ 
cided  by  the  Congress  itself.  Certainly 
we  should  not  have  a  gag  rule  and  deny 
the  Members  of  the  House  an  oppor¬ 
tunity  to  improve  this  bill. 

Mr.  Speaker,  I  yield  back  the  balance 
of  my  time. 

Mr.  HOLMES.  Mr.  Speaker,  I  listened 
with  a  great  deal  of  interest  to  the  re¬ 
marks  of  the  distinguished  chairman  of 
the  Rules  Committee  when  he  was  pre¬ 
senting  the  resolution.  If  I  remember 
correctly,  he  made  the  statement  that 
the  Republicans  had  nothing  to  offer  in 
relation  to  this  legislation.  I  would  like 
to  call  the  attention  of  the  member¬ 
ship  of  the  House  to  H.  R.  6297,  intro¬ 
duced  by  the  gentleman  from  New  Jersey 
[Mr.  Kean]  as  a  basis  of  legislation  which 
I  think  should  be  considered  by  the  mem¬ 
bership  of  the  House.  Hence  I  am 
against  the  gag  rule,  which  permits  no 
amendments.  In  the  content  of  H.  R. 
6297  you  will  find  some  important  sug¬ 
gestions  and  changes  over  and  above  the 
administration  bill.  This  statement  I 
make  as  an  advocate  of  the  broadening  of 
social-security  coverage  and  of  increas¬ 
ing  social-security  benefits.  I  think  it 
would  be  only  right  and  just  to  have  the 
will  of  the  majority  work  itself  in  relation 
to  this  piece  of  legislation,  as  well  as 
other  amendments  that  may  be  offered, 
as  well  as  the  legislation  contained  in 
H.  R.  6000.  Being  a  member  of  the  com¬ 
mittee  that  worked  some  28  weeks  upon 
H.  R.  6000,  I  hope  that  the  membership 
of  the  House  will  pay  close  attention 
during  the  general  debate  on  the  bill  to 
the  suggestions  made  in  the  Kean  bill, 
H.  R.  6297. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Washington 
[Mr.  Holmes]  has  expired. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Ohio  [Mr.  McGregor], 
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Mr.  McGREGOR.  Mr.  Speaker,  I  am 
opposed  to  the  resolution  which  is  now 
before  us  for  consideration,  known  as 
House  Resolution  372,  which  certainly 
can  be  categoried  as  a  gag  rule.  This 
resolution  prevents  any  amendments 
being  offered  to  the  social  security  bill, 
known  as  H.  R.  6000. 

I  am  of  the  opinion  if  we  continue  to 
follow  the  procedure  of  adopting  gag 
rules,  we  will  soon  have  dictatorship. 
We  have  435  Members  of  this  House  of 
Representatives.  Each  of  us  has  been 
elected  by  our  respective  districts  to  come 
to  the  Congress  so  that  the  people  will 
have  an  opportunity  to  express  their 
views  through  us  as  their  Representa¬ 
tives.  House  Resolution  372  definitely 
hinders  that  orderly  procedure.  As  it  is 
drawn,  we  are  not  given  the  opportunity 
to  submit,  in  the  form  of  amendments, 
any  suggestions  or  opinions  that  we 
might  have.  In  other  words,  we  have  to 
accept  H.  R.  6000  as  it^is  written  and 
recommended  by  the  Ways  and  Means 
Committee  without  the  crossing  of  a  “t” 
or  the  dotting  of  an  “i”.  In  my  opinion, 
we  are  yielding  our  rights  and  preroga¬ 
tives  to  the  Ways  and  Means  Committee 
of  25  members  and  by  our  actions  state 
that  their  views  are  absolutely  correct 
and  should  not  be  changed  in  any 
manner. 

Mr.  Speaker,  this  kind  of  action  cer¬ 
tainly  is  not  a  symbol  of  the  freedoms 
for  which  many  of  us  have  fought.  I 
have  just  finished  conferences  in  my  dis¬ 
trict  and  over  600  people  came  to  the 
courthouses  to  express  their  views  and 
many  of  them  on  the  subject  of  social 
security,  and  may  I  say,  Mr.  Speaker, 
many  of  their  suggestions  merit  the  con¬ 
sideration  of  this  Congress.  Yet,  under 
this  rule  I  am  not  allowed  in  the  form  of 
amendments  to  submit  their  views  as  well 
as  my  own  for  the  consideration  of  this 
body. 

I  am  going  to  vote  against  House  Reso¬ 
lution  372  because  I  firmly  believe  it  is 
the  right  of  all  of  us,  as  Members  of  this 
Congress,  to  express  on  the  floor  of  this 
House  the  suggestions,  recommenda¬ 
tions,  and  opinions  of  the  people  which 
it  is  our  honor  to  represent. 

Mr.  SABATH.  Mr.  Speaker,  I  yield 
5  minutes  to  the  gentleman  from  Mis¬ 
sissippi  [Mr.  Colmer]. 

Mr.  COLMER.  Mr.  Speaker,  I  realize 
that  what  I  may  say  here  will  not  be  too 
well  received  by  many  of  my  friends 
and  colleagues  on  my  right. 

As  a  member  of  the  Rules  Committee 
I  did  not  oppose  bringing  out  this  rule 
to  which,  in  my  heart,  I  was  opposed, 
because  I  thought,  out  of  deference  to 
those  who  requested  it,  that  the  House 
should  have  an  opportunity  to  pass  upon 
that  question. 

I  realize  further  that  what  I  may  say 
will  have  no  effect  upon  the  ultimate 
issue  to  be  decided  today.  I  am  in  favor 
of  most  of  the  provisions  of  this  bill. 
I  want  to  go  further  in  some  respects 
than  the  committee  went,  but  regard¬ 
less  of  what  effect  or  what  reaction  may 
come  from  what  I  have  to  say,  I  do 
realize  that  I  have  to  live  with  myself, 
and  somewhere  down  the  line  a  man 
has  got  to  be  a  man  and  express  his  own 


honest  convictions  regardless  of  party 
affiliations  and  expediency. 

It  is  said  that  this  is  the  only  way  that 
you  can  consider  this  type  of  bill.  I  do 
not  agree  with  that  at  all.  Let  me  re¬ 
mind  you  that  when  the  original  social- 
security  bill  was  brought  out  on  the 
floor  of  the  House  in  1935  by  a  Demo¬ 
cratic  Party,  it  was  brought  out  under 
an  open  rule.  Again,  when  the  Demo¬ 
cratic  Party  was  in  power  amendments 
to  that  bill  were  considered  under  an 
open  rule.  It  is  also  said  that  the  Re¬ 
publicans  brought  out  an  even  worse 
gag  rule  in  the  Eightieth  Congress.  I 
do  not  deny  that;  I  am  inclined  to 
affirm  it.  I  think  they  were  wrong,  yet 
we  are  asked  today  to  do  another  wrong 
to  retaliate. 

I  do  not  want  to  see  remain  in  this 
bill  the  provision  about  domestic  serv¬ 
ants.  Every  one  of  you  is  going  to  hear 
about  this  when  you  get  home. 

,  Mr.  SABATH.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  COLMER.  I  am  sorry.  I  will 
yield  if  the  gentleman  will  yield  me  a 
little  further  time. 

Mr.  SABATH.  I  have  not  got  it. 

Mr.  COLMER.  Then,  I  am  sorry  but 
I  cannot  yield.  I  do  not  like  that  pro¬ 
vision  of  the  bill ;  I  want  an  opportunity 
to  strike  it  out.  I  do  not  like  that  pro¬ 
vision  of  the  bill  which  provides  for  the 
inclusion  of  Puerto  Rico  and  the  Virgin 
Islands  into  this  system,  a  people  who 
have  possibly  the  lowest  type  of  economy 
in  the  world,  and  yet,  we  would  further 
burden  our  people  by  including  them. 

More  than  that,  Mr.  Speaker,  we  are 
legislating  for  the  next  50  years  or  more, 
and  yet  we  are  not  given  an  opportunity 
to  dot  an  “i”  or  cross  a  “t.”  Mr.  Speaker, 
I  mentioned  my  objection  to  the  pro¬ 
vision  for  domestic  servants  and  the  in¬ 
clusion  of  the  peoples  of  the  Virgin  Is¬ 
lands  and  Puerto  Rico.  Under  the  pro¬ 
visions  of  our  social-security  system, 
these  are  some  of  the  provisions  of  the 
bill  that  I,  as  a  Member  of  Congress 
representing  a  section  of  these  United 
States,  would  like  to  have  an  opportunity 
to  strike  from  the  bill,  but  which,  if  this 
rule  is  adopted,  I  will  not  have. 

I  am  sure  that  this  House  could  be 
trusted  to  write  a  fair  bill  expressing  the 
judgment  of  a  majority  of  its  Members. 
As  I  pointed  out  a  moment  ago,  this  body 
was  trusted  on  two  previous  occasions  to 
write  this  type  of  legislation  and  did  a 
pretty  fair  job.  But  we  are  told  in  effect 
that  the  majority  of  Members  of  the 
House  cannot  be  trusted,  that  we  must 
rely  -on  the  judgment  of  the  members 
of  the  Ways  and  Means  Committee  and 
take  it  or  leave  it.  The  only  other  con¬ 
solation  offered  us  is  that  the  other  body 
will  consider  the  bill  next  year  and  that 
over  there,  the  Members  of  that  body  will 
have  every  opportunity  to  express  them¬ 
selves  under  the  rules  of  unlimited  de¬ 
bate  that  prevail  there  and  that  maybe 
they  will  improve  the  bill. 

In  other  words,  a  Member  of  the  Sen¬ 
ate  will  have  an  opportunity  to  strike 
these  objectionable  features  from  the 
bill  on  the  floor  of  that  body  or  to  offer 
an  amendment  that  any  Senator  may 
see  fit  to  offer.  But  the  Members  of 


the  House,  although  sharing  equal  re¬ 
sponsibility  with  the  Members  of  the 
Senate,  must  gag  themselves  and  take 
the  bill  as  reported  by  the  Ways  and 
Means  Committee  or  leave  it.  This  just 
does  not  make  good  sense. 

Therefore,  Mr.  Speaker,  realizing  as  I 
do  that  my  course  of  action  is  not  the 
popular  one  to  pursue  here,  I  shall  nev¬ 
ertheless,  on  my  own  responsibility  as  a 
representative  of  more  than  350,000  .peo¬ 
ple,  vote  against  this  rule.  I  cannot, 
feeling  as  keenly  as  I  do  about  this  mat¬ 
ter,  yield  to  expediency.  I  make  no  ap¬ 
peal  to  any  of  my  colleagues  to  vote 
as  I  do.  You  will  be  guided  by  your  own 
conscience  as  I  shall.  I  prefer  your  con¬ 
fidence  and  respect  to  your  approbation. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Mississippi 
has  expired. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  I 
yield  3  minutes  to  the  gentleman  from 
Nebraska  [Mr.  CurtisI. 

(Mr.  CURTIS  asked  and  was  given 
permission  to  revise  and  extend  his  re- 

marks  ) 

Mr.  CURTIS.  Mr.  Speaker,  I  have 
confidence  in  the  House  of  Representa¬ 
tives.  Down  through  the  years  the  great 
pieces  of  legislation  that  have  stood  out 
have  been  those  measures  that  have  been 
debated  here  on  this  floor  where  the 
great  minds  of  this  House  have  clashed 
and  submitted  the  issue  to  you,  the 
Representatives  of  the  people.  In  the 
last  Congress  it  was  the  Taft-Hartley 
Act,  before  that,  the  oi’iginal  Social 
Security  Act  and  Current  Payment  Tax 
Act — I  am  not  going  to  take  my  time  to 
enumerate  them  all  now.  Do  not  de¬ 
ceive  yourselves,  this  is  not  a  technical 
tax  bill;  you  do  not  need  to  be  a  tax 
expert  to  decide  whether  or*  not  social 
security,  including  disability  insurance, 
should  be  extended  to  the  Virgin  Islands 
and  Puerto  Rico.  It  is  not  right  to  gag 
this  House  on  issues  that  come  here 
from  the  committee  with  a  vote  of 
13  to  12. 

Mr.  DOUGHTON.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  CURTIS.  If  the  gentleman  will 
give  me  some  more  time. 

Mr.  DOUGHTON.  Cannot  the  Virgin 
Islands  proposition  be  taken  care  of  in  a 
motion  to  recommit? 

Mr.  CURTIS.  Not  adequately. 

Mr.  DOUGHTON.  Can  you  not  debate 
that  for  4  days? 

Mr.  CURTIS.  Too  many  Members  of 
this  House  consider  a  motion  to  recom¬ 
mit  as  a  vote  against  the  legislation. 

If  I  wanted  to  take  a  political  position 
I  would  vote  for  this  closed  rule.  But  we 
are  voting  for  all  time  to  come;  the  social 
security  law  will  go  on,  and  on,  and  on, 
or  it  will  bankrupt  this  Government. 
I  know  from  where  the  dissatisfaction 
is  going  to  come.  The  people  of  the 
country  are  not  satisfied  with  what  has 
been  done  about  domestic  servants  and 
the  coverage  of  many  other  groups.  You 
Members  who  support  a  closed  rule  here 
are  going  to  hear  from  them.  I  have  a 
telegram  from  an  osteopath  living  in  a 
little  town  of  less  than  a  thousand 
people.  He  is  not  satisfied.  He  wants 
an  amendment  presented.  The  citizens 
do  not  like  gag  rules. 
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Mr.  Speaker,  every  small-business  man 
in  the  country  is  in  jeopardy  under  this 
bill.  Let  some  little  business  spring  up, 
started  by  GI’s,  for  instance,  which  sells 
its  product  to  people  all  over  the  country, 
who  in  turn  sell  the  product  to  the  public; 
years  later  the  Social  Security  Adminis¬ 
trator  and  the  Treasury  may  come  along, 
and  say  that  all  of  those  salesmen  were 
employees  of  this  business  and  must  pay 
a  tax.  They  may  have  to  go  back  and 
pay  a  tax  for  many  years,  even  though 
it  may  break  that  business.  Such  lan¬ 
guage  ought  to  be  corrected  by  amend¬ 
ment,  but  with  this  gag  rule  no 
corrections  can  be  made. 

You  Members  who  support  a  closed 
rule  are  subjecting  yourselves  to  the 
criticism  of  every  little-business  man  in 
the  country  because  of  the  definition  of 
an  employee  carried  in  this  bill. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Nebraska 
Iieis  expired 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  I 
yield  the  gentleman  two  additional 
minutes. 

Mr.  CURTIS.  Mr.  Speaker,  I  do  not 
worry  about  the  big  employers.  They 
can  take  care  of  themselves.  It  is  the 
little  fellow  you  are  kicking  around  here. 
I  disagree  with  the  gentleman  from 
Georgia  when  he  says  that  this  House 
should  not  pass  on  the  question  of  ex¬ 
tending  social  security  to  the  Virgin 
Islands  and  Puerto  Rico,  where  the  bene¬ 
fits  may  exceed  the  annual  income  of 
many  of  their  people.  The  House  should 
be  allowed  to  vote  on  that  issue. 

Mr.  Speaker,  we  are  voting  a  program 
for  all  time  to  come.  It  is  not  right  that 
we  have  a  gag  rule  in  the  consideration 
of  such  far-reaching  legislation. 

What  are»you  going  to  say  when  you 
go  back  home  as  to  why  you  put  the 
grocer  under  the  Social  Security  Act 
and  left  the  editor  of  the  local  paper  out? 

That  is  not  a  complicated  tax  ques¬ 
tion.  All  this  talk  about  this  being  such 
a  complicated  matter  that  you  cannot 
trust  the  Members  of  the  House,  is  not 
justified.  Is  there  anyone  who  doubts 
that  when  you  insure  the  health  of  the 
people  of  this  country  through  perma¬ 
nent  and  total  disability  insurance  you 
are  making  a  definite  new  step  in  social 
security?  Yet  the  gentlemen  of  the 
Rules  Committee  have  recommended  a 
gag  rule  which  makes  it  impossible  for 
the  House  to  vote  on  that  step. 

Mr.  Speaker,  the  injustices  in  our  old- 
age  assistance  program  are  not  cured  by 
this  bill.  Many  of  us  want  to  vote  for 
amendments  that  will  help  our  old  peo¬ 
ple,  but  we  cannot  under  a  gag  rule.  The 
criticism  of  this  gag  rule  will  not  fall 
upon  the  Republicans.  If  you  Demo¬ 
crats  are  interested  in  a  sound  social- 
security  system,  if  you  believe  in  this 
bill,  open  up  your  rule  and  defend  it. 
You  do  not  need  to  worry  about  the  great 
chairman  of  this  committee  or  the  gen¬ 
tleman  from  Tennessee  being  able  to 
defend  anything  that  is  sound  and  wor¬ 
thy  of  passage.  You  gentlemen  on  the 
Democratic  side  have  the  votes.  Why 
not  vote  down  the  previous  question  and 
defeat  the  gag  rule. 

Mr.  SABATH.  Mr.  Speaker,  I  yield  5 
minutes  to  the  gentleman  from  Indiana 
[Mr.  Madden], 


(Mr.  MADDEN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MADDEN.  Mr.  Speaker,  the 
chairman  and  the  members  of  the  Ways 
and  Means  Committee  are  deserving  of 
the  highest  commendation  for  the  out¬ 
standing  service  they  have  rendered  the 
Congress  and  the  country  in  bringing  to 
the  floor  of  the  House  H.  R.  6000.  The 
members  of  the  committee  have  devoted 
the  major  part  of  their  time  since  Con¬ 
gress  convened  last  January,  holding 
open  hearings  and  closed  executive  ses¬ 
sions  to  perfect  this  social-security  bill 
consisting  of  200  printed  pages. 

The  provisions  of  this  bill  as  it  per¬ 
tains  to  various  phases  of  the  highly  in¬ 
volved  social-security  legislation,  are  the 
result  of  long  days  of  study  and  delibera¬ 
tion  by  the  members  of  the  committee 
covering  a  period  of  over  6  months. 

H.  R.  6000  was  voted  favorably  out  of 
the  Ways  and  Means  Committee  by  22 
out  of  25  of  its  members.  On  last  Thurs¬ 
day,  Friday,  and  Saturday,  various  mem¬ 
bers  of  this  committee  appeared  before 
the  Committee  on  Rules  and  gave  com¬ 
prehensive  testimony  regarding  the  nu¬ 
merous  and  intricate  provisions  set  out 
in  this  bill.  Chairman  Doughton,  Con¬ 
gressmen  Cooper,  Mills,  Camp,  Forand, 
and  other  members  of  this  great  com¬ 
mittee  presented  lengthy  and  exhaustive 
opinions  and  revealing  statements  in  ex¬ 
plaining  the  contents  of  this  bill.  Mem¬ 
bers  of  Congress  who  have  not  had  the 
opportunity  of  attending  the  committee 
hearings  on  social-security  legislation 
this  session,  should  not  fail  to  hear  these 
committee  members  when  they  explain 
H.  R.  6000  on  the  floor  of  the  House  dur¬ 
ing  the  4-day  debate  which  this  rule 
calls  for. 

Every  one  of  the  above-mentioned 
Members  specifically  emphasized  the  ne¬ 
cessity  for  the  Rules  Committee  to  report 
out  a  closed  rule  for  the  consideration  of 
this  legislation.  It  has  been  the  policy 
of  the  House  in  years  past,  on  all  com¬ 
plicated  legislation  pertaining  to  tax 
matters  and  legislation  involving  com¬ 
plex  provisions  and  restrictions,  to  con¬ 
sider  the  same  under  a  closed  rule. 

In  the  long  committee  hearings  held 
on  this  legislation,  numerous  organiza¬ 
tions  and  individuals  testified  in  open 
hearings  as  to  their  recommendations 
and  opinions  on  practical  social-security 
legislation.  Old-age  and  survivors’  in¬ 
surance,  public-assistance,  and  child- 
welfare  provisions,  and  all  phases  con¬ 
cerning  future  economic  insecurity  and 
dependency  were  considered  by  the  com¬ 
mittee.  Our  Government  has  had  10 
valuable  years’  experience  in  the  admin¬ 
istration  of  social  security  and  this  prac¬ 
tical  knowledge  is  embodied  in  the  vari¬ 
ous  phases  of  the  legislation  set  out  in 
the  present  bill.  The  enactment  of  this 
legislation  expanding  the  present  social- 
security  law  is  a  certain  and  natural 
step  in  the  progress  of  our  economy. 

During  the  debate  on  this  bill,  argu¬ 
ments  will  be  presented  alleging  that  we 
are  following  a  socialistic  trend — the 
same  arguments  that  were  heard  10 
years  ago  when  the  original  social-secu¬ 
rity  bill  was  enacted. 

Today  the  opponents  of  a  social-se¬ 
curity  program  are  so  far  in  the  minority 


that  their  opinions  are  not  given  serious 
consideration.  Of  course,  there  are  hon¬ 
est  differences  of  opinion  in  regard  to 
the  practical  application  and  methods 
to  be  used  in  the  installation  of  social- 
security  regulations. 

When  I  was  home  during  the  recent 
temporary  recess,  one  of  the  questions 
that  was  uppermost  in  the  minds  of  nu¬ 
merous  citizens  was  why  the  Eighty-first 
Congress  had  not  acted  on  a  social-secu¬ 
rity  program.  The  consideration  of  this 
bill  today  is  the  answer  to  their  question. 
H.  R.  6000  should  be  considered  by  this 
Congress  in  a  thoroughly  unpolitical 
manner.  Partisan  politics  should  not 
enter  into  the  consideration  of  social- 
security  expansion.  Both  great  politi¬ 
cal  parties  last  fall  set  out  in  their  plat¬ 
form  the  endorsement  and  need  for  so¬ 
cial-security  expansion.  President  Tru¬ 
man  and  Governor  Dewey  in  their  cam¬ 
paign  speeches  on  numerous  occasions 
advocated  and  insisted  that  the  country 
must  take  this  progressive  step  to  provide 
additional  security  and  protection  for  the 
aged,  disabled,  and  unemployed. 

Had  an  expanded  and  practical  social- 
security  system  been  in  operation  during 
the  1920’s,  the  deplorable  depression  of 
the  early  thirties  would  be  no  means 
have  been  as  devastating  as  it  was. 

The  enactment  of  this  legislation  will 
be  the  greatest  step  toward  public  con¬ 
tentment,  future  security  for  the  home, 
and  elimination  of  the  fear  of  old-age 
want.** 

This  legislation  will  be  a  great  step 
toward  curbing  the  spread  of  commu¬ 
nism  and  the  arguments  used  by  radical 
communistic  agitators. 

By  enacting  H.  R.  6000,  this  Congress 
is  merely  carrying  out  a  promise  made  to 
the  people  last  fall  and  also  a  compliance 
with  the  wishes  of  a  vast  majority  of 
American  millions  who  wish  to  be  in¬ 
sured  for  the  future  protection  of  them¬ 
selves  and  families. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
I  yield  such  time  as  he  may  desire  to  the 
gentleman  from  Michigan  [Mr.  Mich- 
ener]. 

Mr.  MICHENER.  Mr.  Speaker,  there 
has  been  much  time  spent  in  debating 
this  unusual  rule.  It  is  said  that  we  may 
talk  about  the  rule  for  4  days  but  can 
do  nothing  about  it.  That  is  true  if  the 
rule  is  adopted  without  change.  The 
time  will  arrive  within  10  minutes  when 
we  can  do  something  about  it,  and 
what  is  that  something?  Vote  down  the 
previous  question  and  then  amend  the 
rule  so  that  the  House  may  work  its  will 
in  writing  this  bill. 

It  must  be  admitted  that  closed  or  gag 
rules  have  at  times  been  sponsored  by 
the  party  in  power,  regardless  of  whether 
it  was  Republican  or  Democrat.  Be  that 
as  it  may,  the  practice  is  not  a  whole¬ 
some  one.  I  served  on  the  Rules  Com¬ 
mittee  for  many  years  and  have  at  times 
voted  for  closed  rules.  These  rules  were 
granted  at  the  unanimous  request  of  the 
Ways  and  Means  Committee,  regardless 
of  the  political  offiliations  of  the  mem¬ 
bers.  In  those  cases  the  rule  was  used 
as  it  was  intended  to  be  used;  that  is, 
in  the  best  interests  of  good  legislation 
and  of  all  the  pepole. 

I  still  believe  that  a  comprehensive 
tax  bill  cannot  be  written  on  the  floor 
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of  the  House;  must  be  written  in  com¬ 
mittee;  and  that  a  closed  rule  is  an  in¬ 
strument  of  efficiency  when  agreed  upon 
unanimously  by  the  committee  and  voted 
by  the  House.  In  contrast,  the  bill 
which  this  bill  makes  in  order  is  most 
controversial.  The  committee  report  on 
the  bill  is  207  pages  long  and  one  seldom 
finds  more  divergent,  individual  commit¬ 
tee  views.  In  these  circumstances,  the 
House  should  have  an  opportunity  to 
pass  upon  these  questions  of  policy.  If 
theoretical  figures,  taxes,  or  mathe¬ 
matics  were  involved,  it  might  be  dif¬ 
ferent. 

Now,  assuming  that  closed  rules  have 
wrongfully  been  passed  in  the  past, 
such  wrongful  action  then  does  not  jus¬ 
tify  a  repetition  of  those  same  mistakes 
now.  No  one  in  this  debate  has  at¬ 
tempted  to  justify  gag  rules;  in  fact, 
every  speaker  has  condemned  them.  It 
is  certainly  inconsistent  to  criticize  the 
Republican  Party  for  its  action  in  by¬ 
gone  days  and  then  follow  the  very  pro¬ 
cedure  which  the  speaker  so  loudly  con¬ 
demns.  This  is  especially  true  with  the 
distinguished  chairman  of  the  Rules 
Committee,  the  gentleman  from  Illinois 
[Mr.  Sabath],  with  whom  I  served  so 
many  years. 

Mr.  Speaker,  within  the  next  few  min¬ 
utes  an  opportunity  will  be  given  to  the 
House  to  say  to  the  world  whether  or 
not  it  wants  to  do  its  own  thinking  and 
its  own  legislating  or  meekly  and  sub¬ 
missively  respond  to  the  crack  of  the 
party  leadership  whip,  and  jump  through 
the  hoop  and  pass  this  gag  rule.  For 
one,  I  believe  in  the  extension  of  social - 
security  benefits  and  shall  vote  accord¬ 
ingly;  however,  I  shall  insist  upon  and 
vote  for  the  right  to  be  permitted  to 
offer  amendments  to  correct  apparent 
injustices  and  inconsistencies  in  the 
pending  bill.  What  is  wrong  about  that? 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
I  yield  3  minutes  to  the  gentleman  from 
Massachusetts  [Mr.  Herter], 

Mr.  HERTER.  Mr.  Speaker,  there  is 
only  one  issue  involved  here  and  that 
is  whether  or  not  we  are  going  to  give  a 
closed  rule  or  an  open  rule  on  this  bill, 
not  what  we  have  done  in  the  past  and 
not  what  we  are  going  to  do  in  the 
future. 

This  bill  provide  a  compact  between 
the  Government  of  the  United  States 
and  50,000,000  people  in  the  United 
States.  They  are  going  to  be  asked  to 
pay  their  money  for  specified  returns 
which  are  promised  them,  a  contract  and 
a.compact  which  could  not  be  abrogated 
unless  the  Nation  goes  bankrupt. 

Mr.  Speaker,  it  seems  to  me  it  is  the 
height  of  arrogance  to  assume  that  15 
men  in  this  House  have  the  answer  in 
perpetuity  to  that  compact.  Let  me  just 
give  some  figures  that  were  given  before 
the  Rules  Committee  in  regard  to  the 
vote  taken  in  the  Ways  and  Means 
Committee.  Many  votes  were  taken. 
Thirty-five  of  them  were  within  5  votes, 
more  than  30  were  within  4  votes  or  less, 
25  were  within  3  votes  or  less,  20  were 
by  2  votes  or  less,  and  10  important  votes 
by  1  vote  or  less  within  the  commit¬ 
tee.  Yet  with  that  division  of  opinion 
in  the  committee  itself  even  the  minority 


of  that  committee  are  prohibited  from 
bringing  up  a  single  amendment  on  the 
floor  of  the  House  so  that  the  Members 
can  judge  for  themselves  whether  or  not 
they  want  to  enter  into  this  abiding 
contract. 

As  I  said  before,  it  seems  to  me  that 
it  is  the  height  of  arrogance  to  assume 
that  all  the  wisdom  of  the  House  reposes 
in  those  15  men,  and  that  the  10  men 
who  have  sat  through  all  the  hearings, 
who  are  strongly  in  favor  of  increasing 
the  benefits  and  the  coverage  of  social 
security,  cannot  be  allowed  to  offer  the 
amendments  they  think  would  make  this 
a  better  bill. 

Even  in  the  Committee  on  Rules,  I 
offered  such  an  amendment  and  it  was 
turned  down,  and  turned  down  on  the 
ground  that  the  leadership  was  against 
allowing  any  amendment  to  be  offered 
of  any  kind  whatever.  If  that  is  the 
case,  the  leadership  has  to  take  the  re¬ 
sponsibility  before  the  American  people 
for  everything  that  stands  in  this  bill, 
without  changing  one  line.  When  they 
say  to  us  and  say  to  us  frankly,  “We  will 
send  this  bill  over  to  the  other  body  and 
sometime  next  year  they  will  correct  all 
the  mistakes,”  in  my  opinion  that  is  an 
absolute  insult  to  the  Members  of  this 
House. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker, 
before  yielding  time  to  the  concluding 
speaker  on  this  side,  I  wish  to  announce 
I  shall  ask  for  a  roll  call  on  ordering  the 
previous  question.  I  hope  the  House  of 
Representatives  will  vote  down  the  pre¬ 
vious  question  so  the  rule  may  be  amend¬ 
ed  and  an  opportunity  given  to  the  Mem¬ 
bers  of  the  House  to  properly  consider 
this  measure,  to  offer  amendments  there¬ 
to,  and  to  vote  upon  them  in  their  own 
best  wisdom. 

Mr.  Speaker,  I  yield  the  remainder  of 
the  time  on  this  side  to  the  gentleman 
from  Indiana  [Mr.  Halleck]. 

Mr.  HALLECK.  Mr.  Speaker,  I  am  for 
the  consideration  of  the  social  security 
measure,  but  I  am  opposed  to  this  closed 
rule.  I  shall  attempt  to  explain  why  I 
think  the  previous  question  should  be 
voted  down  and  the  rule  amended. 

Some  reference  has  been  made  to  the 
action  in  the  House  here  in  the  last 
Congress  in  considering  a  bill  alleged  to 
be  similar  under  a  suspension  of  the 
rules.  First  of  all,  there  is  a  wide  dif¬ 
ference  in  the  bills.  Let  me  point  out  to 
you  that  in  the  debate  on  that  bill  in 
the  last  Congress  the  ranking  Demo¬ 
crat  on  the  Committee  on  Ways  and 
Means,  now  the  chairman  of  that  com¬ 
mittee,  said  this: 

This  bill  reflects  the  mature  judgment  of 
both  the  Committee  on  Ways  and  Means 
and  the  Subcommittee  on  Social  Security 
headed  by  the  distinguished  gentleman  from 
New  York. 

The  provisions  of  that  bill  were  over¬ 
whelmingly  approved,  but  there  is  very 
substantial  opposition  to  many  provisions 
of  this  bill. 

On  a  division  vote,  the  vote  was  237  to 
2.  May  I  also  emphasize  that  it  came 
under  a  suspension  of  the  rules,  a  pro¬ 
cedure  by  which  a  vote  of  one-third  of 
the  Members  present  and  voting  could 
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have  and  would  have  defeated  the 
measure. 

To  my  mind,  there  is  a  marked  differ¬ 
ence  between  calling  up  a  bill  about 
which  there  is  general  agreement,  under 
suspension  of  the  rules,  and  calling  up 
such  a  comprehensive  bill  as  this,  about 
which  there  is  substantial  difference  of 
opinion,  under  a  closed  rule.  There  is  a 
vast  difference  between  calling  up  a  bill 
under  a  procedure  that  requires  a  two- 
thirds  majority  to  pass  and  under  a  pro¬ 
cedure  that  requires  only  a  simple  ma¬ 
jority  to  pass,  and  no  one  can  change  a 
single  word  in  it.  The  procedure  followed 
in  the  last  Congress  is  not  a  precedent 
for  what  is  here  proposed.  • 

I  served  on  the  Committee  on  Rules 
quite  a  while.  I  recall  that  as  various 
tax  bills  were  presented  it  was  said  that 
they  needed  a  closed  rule  because  of  their 
technical  nature  and  the  interrelation¬ 
ship  of  the  various  provisions.  As  a  Re¬ 
publican  in  a  Democratic  Congress,  I 
supported  many  of  those  rules.  I  recog¬ 
nized  that  tax  legislation  presented  many 
technical  legal  provisions  not  character¬ 
istic  of  the  average  bill.  Well,  I  have 
witnessed  some  strange  conversions  since 
those  days.  In  the  Eightieth  Congress 
we  had  a  tax  bill — the  Revenue  Act  of 
1948.  As  had  been  customary,  it  was 
called  up  under  a  closed  rule,  which  had 
been  the  practice  of  the  Democratic  ma¬ 
jorities  in  previous  Congresses.  But  the 
Democratic  leadership  suddenly  aban¬ 
doned  its  own  practice.  It  protested  a 
closed  rule  even  on  a  tax  bill.  It  was 
violently  contended  on  the  floor  by  the 
then  minority  whip,  now  the  Democratic 
majority  leader,  and  the  ranking  Demo¬ 
crat  on  the  Committee  on  Rules,  now  the 
chairman  of  that  committee,  that  on  a 
tax  bill — mind  you,  not  a  social  security 
bill,  but  a  tax  bill,  from  which  came 
this  very  practice  that  they  previously 
advocated — that  the  closed  rule  under 
which  we  then  proposed  to  act  was  wrong. 

Here  is  what  the  gentleman  from  Illi¬ 
nois  [Mr.  Sabath]  said  in  speaking  on  the 
gag  rule: 

To  my  mind,  this  is  the  most  drastic  and 
unjustifiable  gag  rule  that  could  possibly  be 
brought  in.  In  the  first  place,  the  rule  waives 
points  of  order  against  the  bill.  It  then  pro¬ 
vides  that  the  bill  shall  be  considered  as  hav¬ 
ing  been  read  for  amendment,  precluding 
it  being  read,  after  the  debate,  but  no  amend¬ 
ment  shall  be  in  order  to  the  bill  except 
amendments  offered  by  the  committee,  and 
even  the  amendments  offered  by  the  com¬ 
mittee  are  not  subject  to  amendment. 

That  is  exactly  the  kind  of  a  rule  you 
have  here  today  and  against  which  the 
gentleman  from  Illinois  [Mr.  sabath]  at 
that  time  fought.  May  I  point  out  again 
that  was  not  a  social-security  bill,  but 
on  a  tax  bill,  a  revenue  bill,  which  did 
not  include  anything  else.  Why  the  sud¬ 
den  flip-flop  of  the  gentleman  from  Illi¬ 
nois. 

Then  what  did  the  gentleman  from 
Massachusetts  [Mr.  McCormack]  say 
about  the  closed  rule  in  the  last  Con¬ 
gress?  And  I  remind  you  again  that  the 
bill  in  question  was  a  tax  bill.  This  is 
what  he  said : 

The  gentleman  from  Illinois  [Mr.  Allen] 
admits  that  he  takes  away  from  the  minority 
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every  right  under  the  rules;  that  under  the 
rules  they  could  not  take  away  from  us  the 
right  of  a  motion  to  recommit.  So  that  In 
this  rule  they  have  ruthlessly  taken  away 
from  the  minority  every  legislative  right  that 
the  general  rules  provide  for,  and  when  the 
gentleman  refers  to  a  motion  to  recommit, 
he  knows  that  the  Rules  Committee,  under 
the  rules  of  the  House,  could  not  take  that 
right  away  from  the  minority.  So  they  have 
taken  away  everything  they  could  from  the 
minority  party  in  the  consideration  of  this 
bill,  under  the  general  parliamentary  pro¬ 
cedure. 

Is  that  not  clear  evidence  that  there 
has  been  some  strange  sort  of  a  conver¬ 
sion  even  in  respect  to  tax  bills,  because 
that  was  the  position  they  took  in  con¬ 
nection  with  consideration  of  the  Reve¬ 
nue  Act  of  1948. 

To  my  good  friends  sitting  on  the  right 
side  of  the  aisle:  Rise  to  the  challenge  of 
that  day;  rise  to  the  admonition  of  a 
former  day  by  the  gentlemen  who  have 
here  spoken  today  for  this  rule.  If  you 
really  follow  their  advice  you  will  vote 
against  the  previous  question. 

Beyond  that,  my  friends — and  let  me 
speak  to  all  of  you — I  am  not  going  into 
the  details  of  this  bill  except  to  say  this: 
I  favored  the  original  Social  Security 
Act.  I  spoke  on  the  floor  for  old-age 
assistance  and  social  security.  Let  no 
one  say  that  there  were  great  numbers 
of  people  who  were  opposed  to  such  back 
in  1935.  There  was  only  a  handful  op¬ 
posed  to  it.  I,  too,  have  believed  in  cer¬ 
tain  increases  in  amount  and  increases 
in  payments  and  coverage.  But  here  is 
the  thing  that  is  difficult  if  this  rule  is 
adopted  as  it  applies  to  this  particular 
bill.  As  has  been  pointed  out  there  are 
good  provisions  in  this  bill  and  then 
there  are  a  great  many  provisions  which, 
in  my  opinion,  are  completely  wrong  and 
dangerous.  There  are  some  very  sub¬ 
stantial  questions  of  policy  involved  in 
many  of  the  provisions.  There  are  pro¬ 
visions  which,  if  they  were  subject  to 
amendment  on  the  floor  of  the  House, 
would  be  stricken  out  by  decisive  ma¬ 
jorities  of  the  Members  here  present  and 
voting.  This  is  a  comprehensive  meas¬ 
ure.  It  does  not  involve  the  intricacies 
found  in  a  technical  tax  bill.  Tax  legis¬ 
lation  embodies  a  great  body  of  court 
decisions.  Tax  law  is  a  specialty  in 
itself. 

Under  those  circumstances,  why  not 
proceed  under  an  open  rule?  I,  too,  on 
occasion  have  chafed  at  the  insistence  of 
the  Committee  on  Ways  and  Means  that 
its  measures,  its  tax  measures,  come  in 
under  closed  rules.  Like  many  others, 
as  I  have  pointed  out,  I  thought  that  tax 
measures  necessarily  had  to  have  that 
sort  of  consideration.  But  here  the  tax 
matter  is  completely  incidental.  Oh,  it 
is  a  very  important  part,  to  be  sure,  but 
you  figure  out  what  you  are  going  to  do 
in  the  way  of  coverage,  and  what  you  are 
going  to  do  in  the  way  of  benefits,  and 
then  it  simply  becomes  a  matter  of 
arithmetic  as  to  what  the  tax  shall  be. 
It  involves  no  technical  complications 
and  exacting  language  as  found  in  in¬ 
come  taxes  or  estate  taxes.  Hence,  does 
it  not  follow  that  this  bill  ought  to  come 
up  for  consideration  just  like  a  bill  from 
the  Committee  on  Interstate  and  Foreign 
Commerce?  You  remember  the  so- 
called  Crosser  bill.  This  is  no  more 


complex  nor  any  more  technical.  I  say 
give  us  a  chance  to  work  out  a  good  bill. 
Do  not  put  us  in  the  position  of  having 
either  to  vote  for  a  lot  of  bad  things,  or 
vote  against  things  that  are  good. 

The  SPEAKER.  The  time  of  the  gen¬ 
tleman  from  Indiana  has  expired. 

Mr.  SABATH.  Mr.  Speaker,  I  yield  to 
the  gentleman  from  Massachusetts  [Mr. 
Lane]. 

(Mr.  LANE  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his 
remarks. ) 

Mr.  LANE.  Mr.  Speaker,  social  secu¬ 
rity  means  pension,  to  provide  some  pro¬ 
tection  against  the  economic  hazards  of 
disability,  old  age,  and  the  death  of  a 
bread  winner  in  a  family. 

It  is  insurance  against  destitution. 

It  also  provides  for  unemployment 
compensation. 

In  the  legislation  under  discussion, 
however,  we  are  concerned  with  an  ex¬ 
pansion  of  coverage  and  benefits  to  the 
disabled,  the  aged,  to  the  aged  wife  and 
young  children  of  a  living  beneficiary, 
to  the  widow,  children,  and,  in  some 
cases,  the  dependent  parents  of  an  in¬ 
sured  worker  who  dies. 

The  Social  Security  Act  was  passed  by 
Congress  in  1935.  It  was  intended  under 
the  Constitution,  to  enable  people  to  do 
for  themselves  as  a  group,  what  they 
could  not  do  for  themselves  as  individ¬ 
uals.  It  is  based,  like  all  insurance,  upon 
the  pooling  of  certain  resources  and 
risks. 

The  economic  collapse  of  1929  brought 
forcibly  to  our  attention  the  fact  that  a 
persons’s  ability  to  earn  a  living  and,  at 
the  same  time,  provide  against  the  un¬ 
expected  is  not  completely  within  his  own 
control.  It  also  taught  us,  through  tragic 
experience,  how  we  need  one  another. 
The  depression  became  world-wide  be¬ 
cause  so  many  could  not  buy  what  others 
produced.  The  issue  of  “have’s  versus 
have-not’s”  exploded  in  war.  By  this 
same  line  of  reasoning,  the  victors  are 
now  engaged  in  the  job  of  restoring  the 
vanquished.  Business  cannot  prosper  in 
a  vacuum.  It  needs  markets,  and  mar¬ 
kets  depend  upon  purchasing  power  in 
the  hands  of  individuals.  Our  objective, 
through  social-security  legislation,  is 
both  humane  and  practical.  Long  be¬ 
fore  this  century,  our  Government  gave 
aids  to  business  in  times  of  stress.  More 
recently,  the  Congress  has  embarked 
upon  a  large-scale  program  to  sustain 
the  income — and  purchasing  power — of 
agricultural  producers.  But  business 
and  agriculture  also  need  the  sustained 
purchasing  power  of  consumers,  not 
some  consumers  but  all  consumers.  A 
dynamic  economy  will  fall  flat  on  its  face 
if  it  tries  to  limp  on  one  leg. 

Other  nations  had  made  a  beginning 
on  social  security,  but  the  need  for  it 
struck  us  overnight  and  under  the  pres¬ 
sure  of  a  nation-wide  paralysis.  A  vast 
program  could  not  legislated  at  once.  We 
had  to  feel  our  way. 

Fourteen  years  have  passed,  and  we 
have  learned  much  in  the  meantime. 
With  the  experience  gained,  we  must  get 
on  with  the  building  of  a  more  compre¬ 
hensive  program.  It  is  manifestly  unfair 
to  protect  some  workers  and  exclude 
others. 


The  face  value  of  old-age  and  survi¬ 
vors  insurance  benefits — separated  from 
the  old-age  assistance  program — is  about 
$80,000,000,000.  These  contributions  are 
made  up  from  a  percentage  levied  on 
wages  received.  In  turn,  benefits  are 
paid  on  the  basis  of  past  wages  earned, 
and  thus  compensate  for  some  of  the 
wage  loss  sustained  when  the  worker 
retires  or  dies. 

At  this  point,  I  think  we  should  com¬ 
pliment  the  Social  Security  Agency  for 
its  administration  of  a  difficult  and  re¬ 
sponsible  job.  The  cost  of  administra¬ 
tion  is  3  percent  of  contributions  col¬ 
lected  and  less  than  10  percent  of  ben¬ 
efit  payments.  Contributions  for  the 
year  1949  are  being  collected  at  the  rate 
of  $1,800,000,000  a  year  and  disburse¬ 
ments  will  reach  the  vicinity  of  $700,000,- 
000.  Of  course,  benefits  will  increase,  and 
administration  costs  will  decrease,  as  we 
go  into  the  future. 

In  1935,  facjed  with  this  new  and  com¬ 
pelling  need,  there  were  those  who  op¬ 
posed  the  program,  fearful  of  how  it 
would  work  out.  That  opposition  has 
practically  disappeared.  Those  very  same 
voices  now  rate  social  security,  in  a  very 
business-like  manner,  as  one  of  the  cush¬ 
ions  which  will  prevent  a  depression.  The 
only  issue  is:  How  far  and  how  fast 
should  we  go  in  extending  the  program? 

With  certain  exceptions,  the  present 
program  covers  employers  of  one  or  more 
employees. 

Account  cards  have  been  issued  to 
some  90,000,000  persons,  of  whom  80,000,- 
000  have  some  wage  credits  in  their  ac¬ 
counts,  because  of  work  in  insured  em¬ 
ployment.  Breaking  down  these  figures, 
we  find  that  many  people  alternate  be¬ 
tween  insured  and  uninsured  employ¬ 
ment,  so  that,  in  1948,  only  35,000,000 
were  engaged  in  insured  employment  at 
any  one  time.  Of  the  grand  total,  13,000,- 
000  have  reached  the  stage  where  they 
are  permanently  insured.  The  fate  of  the 
remainder  who  have  acquired  some  wage 
credits  depends  upon  their  continuance  in 
covered  employment,  their  return  to  it,  or 
by  inclusion  of  their  present,  uncovered 
employment  within  the  benefit  system  by 
Congressional  action. 

It  is  encouraging  to  note  that  the  House 
Ways  and  Means  Committee  by  a  22  to  3 
margin,  has  approved  a  bill  whose  major 
provisions  include: 

First.  Blanketing  of  11,000,000  more 
workers  into  the  old-age  and  survivors 
insurance  program. 

Second.  Boosting  by  70  percent  the 
present  benefits  of  2,500,000  persons  al¬ 
ready  retired,  or  their  survivors  if  they 
have  died,  and  increasing  by  an  average 
of  80  percent  the  insurance  benefits  of 
persons  yet  to  retire,  or  their  survivors. 

Third.  An  increase  of  $160,000,000  a 
year  in  Federal  participation  with  the 
States  in  public  assistance  or  home  relief 
for  needy  persons.  The  Government  al¬ 
ready  contributes  $1,100,000,000  annually 
for  this  program  from  general  revenues. 
It  is  important  to  clearly  distinguish  the 
old-age  and  survivors  insurance  pro¬ 
gram  under  which  the  workers  and  their 
employers  pay  for  the  benefits  which  the 
worker  gets  later  on  and — public  assist¬ 
ance.  The  public-assistance  program  is 
direct  relief  to  the  needy  who  have  not 
qualified  because  they  have  no  resources 
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and  have  not  worked  long  enough  In  cov¬ 
ered  employment.  As  coverage  is  ex¬ 
tended,  the  costs  of  public  assistance  will 
decrease.  This  will  be  helpful  for  the 
agricultural  States  where  public-assist¬ 
ance  costs  are  heavy  because  so  little  of 
the  outright  burden  of  dependency  is 
borne  by  the  contributory  social-insur¬ 
ance  plan.  Due  to  medical  progress  and 
other  factors,  the  number  of  aged  is  in¬ 
creasing.  Public  assistance  costs  will 
therefore  rise  until  such  time  as  all  peo¬ 
ple — during  their  working  years — are 
covered  by  deductions,  shared  by  worker 
and  employer,  for  the  eventual  retire¬ 
ment  of  the  worker. 

Fourth.  Increase  the  pay  roll  taxes  sup¬ 
porting  the  insurance  program,  current¬ 
ly  1  percent  on  employee’s  pay  and  em¬ 
ployer’s  pay  roll,  to  IV2  percent  on  each 
next  January  1,  to  2  percent  on  January 
1,  1951,  to  2V2  percent  in  1960,  to  3  per¬ 
cent  in  1964,  and  to  3J4  percent  on  each 
in  1970. 

Fifth.  Create  a  new  category  of  aid  to 
totally  and  permanently  disabled  per¬ 
sons  under  both  the  insurance  and  pub¬ 
lic  assistance  approaches  to  the  prob¬ 
lem. 

Extended  coverage  proposed,  would 
embrace  the  self-employed,  with  the  ex¬ 
ception  of  doctors,  lawyers,  dentists,  and 
certain  other  professional  categories; 
domestic  workers  with  earnings  exceed¬ 
ing  $26  in  a  3-month  period;  employees 
of  nonprofit  institutions,  State  and  local 
government  employees  where  there  is  a 
Federal-State  agreement,  and  several 
smaller  groups. 

In  the  House  of  Representatives,  we 
will  work  for  passage  of  this  bill  before 
Congress  adjourns.  Due  to  the  backlog 
of  work  facing  the  Senate,  it  is  unlikely 
that  this  legislative  body  will  have  an 
opportunity  to  approve  of  this  much- 
needed  legislation  until  next  year.  Per¬ 
sonally,  I  favor  more  security  for  more 
people,  and  it  is  my  opinion  that  the  Con¬ 
gress  as  a  whole,  in  line  with  the  Presi¬ 
dent’s  recommendation  and  request,  will 
provide  for  this  need  before  another  year 
has  passed. 

Apart  from  all  considerations  of  hu¬ 
manity,  or  of  economics,  it  is  apparent 
that  the  people  want  extended  coverage 
to  provide  a  minimum  of  security  for  all 
against  the  major  uncertainties  of  life. 

A  poll  among  farmers  reveals  that  60 
percent  favor  extension  of  social-secu¬ 
rity  benefits  to  them.  Small-business 
men,  professional  workers,  and  others 
who  comprise  the  nonfarm  self-employed 
are  asking  that  they  themselves  also  be 
included.  Farm  operators  number  about 
6,000,000.  Urban  self-employed  stand  at 
about  7,700,000. 

Originally,  the  self-employed  were  left 
out  of  the  Social  Security  Act  because 
there  seemed  to  be  no  feasible  way  of  tax¬ 
ing  their  ,  income  for  contributory  pur¬ 
poses.  However,  experience  has  since 
demonstrated  that  there  are  no  adminis¬ 
trative  problems  which  will  preclude 
their  coverage.  It  is  suggested  that  re¬ 
ports  would  be  required  only  from  self- 
employed  persons  with  gross  cash  in¬ 
comes  from  all  sources  of  $500  or  more 
in  a  year,  and  with  net  incomes  from  self- 
employment  of  $200  or  more.  Income 
due  to  self-employment  would  have  to  be 


separated  from  return  on  investment. 
However,  net  income  from  self-employ¬ 
ment  could  be  gaged  on  the  basis  of  two 
figures  already  included  in  the  income- 
tax  return,  namely,  income  from  bus¬ 
iness  or  profession — schedule  C — and  in¬ 
come  from  partnerships — schedule  E. 

Altogether,  some  4,700,000  persons  are 
excluded  from  the  present  coverage  as 
agricultural  labor.  About  3,000,000  do¬ 
mestic  workers  in  private  homes  are  also 
frozen  out  of  benefits. 

These  two  low-income  groups  are  more 
in  need  of  protetion  than  regular  indus¬ 
trial  workers  and,  due  to  the  greater  de¬ 
gree  of  economic  uncertainty  surround¬ 
ing  their  employment,  they  should  have 
been  among  the  first  groups  to  be  cov¬ 
ered.  This  ironic  oversight  has  hereto¬ 
fore  been  excused  on  the  basis  of  ad¬ 
ministrative  difficulties  concerning  them. 
Most  of  the  small  employers  of  such  help 
do  not  keep  books,  and  there  seemed  to 
be  no  way  of  keeping  records  on  such  em¬ 
ployees.  To  overcome  this  lack,  a  set-up 
is  suggested  whereby  such  an  employee 
would  receive  a  stamp  book  in  which 
stamps  would  be  placed  by  his  employer 
as  evidence  of  contributions  made  by  the 
employer  and  the  worker.  These  stamps 
could  be  purchased  at  post  offices  or  from 
rural  mail  carriers.  This  plan  could  also 
be  used  in  small  industrial  and  commer¬ 
cial  establishments.  Either  the  stamp- 
book  system,  or  the  simplified  pay  roll  re¬ 
port  system  developed  by  the  Treasury 
Department  and  the  Social  Security  Ad¬ 
ministration  could  be  used  for  the  cover-' 
age  of  agricultural  workers  and  em¬ 
ployees  in  domestic  service.  Either  offers 
a  practical  solution  to  the  original  objec¬ 
tion  which  was  based  on  administrative 
difficulties  and  extra  cost. 

It  is  also  advisable  that  employees  of 
the  Federal,  State,  and  local  govern¬ 
ments — adjusting  their  special  retire¬ 
ment  systems  where  they  exist,  to  the 
basic  social  insurance  system — members 
of  the  armed  forces,  and  employees  of 
religious,  educational,  charitable,  and 
similiar  nonprofit  organizations,  should 
also  be  included.  Also,  those  independ¬ 
ents,  such  as  salesmen,  taxicab  operators, 
insurance  agents,  and  homeworkers. 

In  order  to  bring  newly  covered  work¬ 
ers  up  to  an  even  status  with  those 
previously  covered,  the  existing  law 
should  be  changed  to  permit  such  work¬ 
ers  to  be  deemed  insured  if  they  had. 
covered  wages  in'one  out  of  each  of  the 
four  quarters  elapsing  since  1936,  or  since 
the  age  of  21.  Anyone  who  already  has 
40  quarters  (or  10  years  of  covered  em¬ 
ployment)  would  continue  to  be  fully 
insured.  • 

Since  the  present  level  of  benefits  is 
inadequate,  even  in  the  light  of  the  lower 
economic  level  of  1939  when  these  pro¬ 
visions  were  enacted,  and  since  the  high¬ 
er  cost  of  today’s  living  will  not  recede 
to  that  level,  benefits  should  be  increased. 

Furthermore,  the  qualifying  age  for 
women  should  be  reduced  from  65  years 
to  60.  Women  are  generally  younger 
than  their  husbands  and,  on  the  aver¬ 
age,  live  longer.  If  women  are  allowed 
to  draw  benefits  at  60,  about  three-fifths 
of  the  married  men  would  have  wives  im¬ 
mediately  eligible  for  wife’s  benefits  when 
the  men  reach  the  age  of  65.  This  would 


also  help  widows.  Women  workers  them¬ 
selves  should,  as  a  matter  of  consistency, 
be  eligible  for  benefits  at  the  same  age 
that  other  women  qualify  for  dependent’s 
benefits. 

The  most  serious  lack  in  our  social- 
security  program  is  that  it  fails  to  pro¬ 
vide  adequate  safeguards  against  the  dis¬ 
tress  and  poverty  which  follow  disability. 

Over  2,000,000  Americans  are  disabled 
for  6  months  or  longer  each  year.  In 
June  1948,  83,000  persons  were  receiving 
aid  to  the  blind;  90,000  families  were 
receiving  aid  to  dependent  children. 
Disability  insurance  is  part  of  the  social- 
insurance  system  of  practically  all  coun¬ 
tries  except  the  United  States. 

Loss  of  income  delivers  the  same  cruel 
blow  to  the  wage  earner  and  to  the  wife 
and  children  dependent  upon  him  wheth¬ 
er  it  is  caused  by  unemployment  beyond 
his  control,  or  by  illness  or  injury.  We 
are  providing  insurance  against  the  one 
but  we  have  neglected  the  other. 

This  dangerous  gap  must  be  filled  in 
by  providing  disability  insurance  through 
a  contributory  system. 

The  cost? 

Actuarial  estimates  of  an  expanded 
old-age,  survivors,  and  extended  disabil¬ 
ity  insurance  program,  based  on  present 
employment  and  wage  levels,  hits  an  in¬ 
termediate  figure  of  7.4  percent  of  pay 
rolls. 

This  is  the  financial  cost,  which  would 
not  cripple  any  earnings. 

But  what  about  the  cost  in  terms  of 
destitution  and  despair  which  the  finan¬ 
cial  cost  would  eliminate?  Would  not 
this  represent  a  real  gain  in  human  dig¬ 
nity,  freedom  from  unnecessary  worry, 
and  as  a  prop  to  the  economy  upon  which 
we  all  rely? 

Basic  security  for  all  is  the  foundation 
for  the  next  advance  of  civilization.  For 
no  man  can  live  unto  himself  alone 
whether  it  concerns  his  material  needs 
or  the  opportunity  for  developing  his 
Immortal  spirit. 

Mr.  SABATH.  Mr.  Speaker,  I  yield  the 
balance  of  the  time  to  the  gentleman 
from  Tennessee  [Mr.  Cooper]. 

The  SPEAKER.  The  gentleman  from 
Tennessee  is  recognized  for  6V2  minutes. 

(Mr.  COOPER  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

(Mr.  COOPER  also  asked  and  was 
given  permission  to  extend  and  revise 
the  remarks, he  expected  to  make  in 
Committee  of  the  Whole  and  include 
certain  excerpts  and  quotations.) 

Mr.  COOPER.  Mr.  Speaker,  for  those 
of  us  who  have  been  here  a  while,  it  has 
been  interesting  to  hear  this  debate  and 
hear  the  remarks  made  by  our  distin¬ 
guished  colleagues  and  good  friends  on 
the  left  of  the  Chamber. 

I  was  initiated  in  the  House  of  Repre¬ 
sentatives  on  a  demand  to  vote  for  a 
closed  rule,  offered  by  the  Republican 
Party,  for  the  consideration  of  the 
Smoot-Hawley  tariff  bill.  Fifteen  Re¬ 
publican  members  of  the  Ways  and 
Means  Committee,  behind  closed  doors, 
with  all  the  Democrats  locked  out, 
15  Republican  members  of  the  Ways 
and  Means  Committee  wrote  the  Smoot- 
Hawley  tariff  bill,  and  then  brought  in 
a  closed  rule  for  its  consideration. 
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Hon.  John  Tilson,  of  Connecticut,  then 
Republican  leader  of  the  House,  publicly 
stated: 

We  do  not  propose  to  allow  every  Tom, 
Dick,  and  Harry  to  offer  amendment  to  this 

bill. 

That  is  the  history  of  your  own  actions, 
and  yet  we  see  these  crocodile  tears  shed 
here  today  about  this  type  of  rule. 

As  I  say,  I  was  initiated  in  the  House 
of  Representatives,  the  first  session,  my 
first  term,  by  that  situation  that  you 
presented.  Any  man  who  was  here  then 
knows  that  is  true. 

As  has  been  stated,  the  Ways  and 
Means  Committee  has  worked  for  6 
months  on  the  pending  bill,  and  it  is 
reported  to  the  House  today  by  a  vote 
of  22  to  3.  Only  three  minority  mem¬ 
bers  of  the  Ways  and  Means  Committee 
voted  against  favorably  reporting  this 
bill.  All  15  of  the  Democratic  members 
voted  for  it,  and  7  of  the  10  Republican 
members  voted  for  it.  I  say  to  you  that 
this  is  a  good  bill.  It  is  a  far  better 
bill  than  I  ever  thought  we  would  be 
able  to  present  to  you  because  of  the 
many  difficult  problems  involved  in  it. 
It  is  a  bill  of  such  nature  that  the  best 
interests  of  the  House  of  Representatives 
and  the  best  interests  of  the  country  will 
be  served  by  considering  it  under  this 
type  of  rule.  There  are  certain  provi¬ 
sions  in  this  bill  that  extend  all  through 
the  measure,  and  if  a  change  is  made 
here  and  not  made  in  some  other  related 
provisions  of  the  bill,  the  whole  thing 
will  be  thrown  out  of  joint.  It  is  far 
more  important,  in  my  humble  judgment, 
to  consider  this  bill  under  this  type  of 
rule  than  it  is  a  tax  bill.  Everybody  of 
experience  in  this  House  knows  that  we 
have  found  that  a  tax  bill  must  be  con¬ 
sidered  under  this  type  of  rule. 

Last  year,  when  our  Republican 
friends  were  in  control  and  brought  in 
a  very  limited  revision  of  social  secu¬ 
rity — extremely  limited — they  went  be¬ 
fore  the  Rules  Committee  and  requested 
and  received  exactly  this  same  type  of 
rule  for  the  consideration  of  that  bill. 
They  provided  for  only  2  hours  general 
debate:  this  rule  provides  not  for  2  hours, 
but  for  not  to  exceed  4  days.  Then, 
after  the  Committee  on  Rules  had 
granted  the  rule  their  leadership  de¬ 
cided  to  bring  the  bill  up  under  a  sus¬ 
pension  of  the  rules  where  there  was 
only  20  minutes  debate  on  the  side  and 
no  chance  for  any  amendment  and  not 
even  a  motion  to  recommit  was  in  order. 
That  is  the  history  of  this  situation. 

Mr.  MICHENER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  COOPER.  I  yield  very  briefly. 

Mr.  MICHENER.  Assuming  that  that 
is  the  history,  does  not  the  gentleman 
believe  that  it  was  wrong  and  that  we 
cannot  win  tomorrow  if  we  spend  today 
quarreling  with  yesterday? 

Mr.  COOPER.  I  merely  cite  the  his¬ 
tory.  The  gentleman  has  been  here  most 
all  this  time;  he  knows  that  what  I  have 
said  is  true.  I  did  not  oppose  that  type 
of  rule  last  year.  The  chairman  of  the 
Committee  on  Ways  and  Means  now, 
who  was  then  the  ranking  minority 
member,  went  with  the  gentleman  from 
New  York  [Mr.  Reed]  and  other  Repub¬ 
lican  Members  before  the  Committee  on 


Rules  and  requested  that  type  of  rule 
because  in  all  honesty  he  knew  it  was 
tfte  best  way  to  consider  the  legislation. 
This  time,  with  a  far  more  difficult  bill, 
much  more  far-reaching  than  the  meas¬ 
ure  last  year  we  are  simply  asking  the 
same  thing,  that  the  House  consider 
this  bill  under  the  type  of  rule  that  the 
members  of  the  Committee  on  Ways  and 
Means  honestly  believe  will  be  in  the 
interest  of  best  legislation  and  orderly 
procedure. 

This  bill  is  before  you,  as  I  say,  after 
6  months’  diligent  effort.  It  broadens 
the  coverage  of  the  Social  Security  Act, 
extending  coverage  to  about  11,000,000 
people  not  now  covered.  It  extends  and 
increases  the  benefits  under  the  present 
program.  It  is  a  well-balanced  and 
carefully  prepared  bill ;  and  I  say  to  you 
frankly  as  my  best  judgment,  having 
served  on  the  original  subcommittee, 
having  worked  all  through  the  years 
since  the  very  inception  of  social-secu¬ 
rity  legislation,  that  this  bill  before  you 
today  does  meet  the  problem  better  than 
it  could  be  met  after  weeks  and  weeks 
of  consideration  here  in  the  House  wind¬ 
ing  up  possibly  with  a  bill  that  would 
have  to  be  recommitted.  So  I  submit  it 
to  you  for  your  consideration. 

Mr.  SABATH.  Mr.  Speaker,  I  move 
the  previous  question. 

The  SFEAKER.  The  question  is  on 
the  motion. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  on 
that  I  ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were — yeas  175,  nays  154,  answered 
“present”  2,  not  voting  101,  as  follows: 


[Roll  No.  214] 
YEAS— 175 


Addonizio 

Elliott 

Linehan 

Albert 

Evins 

Lucas 

Allen,  La. 

Fallon 

Lyle 

Aspinall 

Fernandez 

Lynch 

Barrett,  Pa. 

Fisher 

McCarthy 

Bates,  Ky. 

Fogarty 

McCormack 

Beckworth 

Forand 

McGrath 

Bennett,  Fla. 

Frazier 

McGuire 

Bentsen 

Fugate 

McKinnon 

Btemiller 

Furcolo 

Madden 

Boggs,  La. 

Gathings 

Magee 

Bolling 

Gordon 

Mahon 

Bosone 

Gore 

Marcantonio 

Boykin 

Gorskl,  Ill. 

Marsalis 

Breen 

Gorski,  N.  Y. 

Marshall 

Brooks 

Gossett 

Miles 

Brown,  Ga. 

Granger 

Mills 

Bryson 

Hardy 

Mitchell 

Buchanan 

Hare 

Monroney 

Buckley,  Ill. 

Harris 

Morgan 

Burke 

Harrison 

Morris 

Burleson 

Hart 

Moulder 

Burton 

Havenner 

Murdock 

Camp 

Hays,  Ark. 

Noland 

Cannon 

Hedrick 

O’Brien,  Hi. 

Carnahan 

Heller 

O’Brien,  Mich. 

Carroll 

Herlong 

O'Hara,  Ill. 

Cavalcante 

Hollfleld 

O’Konskl 

Celler 

Howell 

O'Sullivan 

Chelf 

Hull 

O’Toole 

Chesney. 

Jackson,  Wash. 

Pace 

Christopher 

Jacobs 

Passman 

Clemente 

Jones,  Ala. 

Patten 

Combs 

Jones,  Mo. 

Perkins 

Cooper 

Karst 

Peterson 

Crook 

Karsten 

Philbin 

Davenport 

Kee 

Polk 

Davis,  Tenn. 

Kelley 

Powell 

Dawson 

Kerr 

Preston 

DeGraffenried 

Kilday 

Price 

Delaney 

King 

Priest 

Denton 

Kirwan 

Quinn 

Dollinger 

Kruse 

Rabaut 

Doughton 

Lane 

Rains 

Doyle 

Lanham 

Ramsay 

Durham 

Lesinskl 

Redden 

Eberharter 

Lind 

Regan 

Rodino 

Sullivan 

Wheeler 

Rooney 

Sutton 

White,  Calif. 

Sabath 

Tackett 

Whittington 

Sadowskl 

Teague 

Wickersham 

Sasscer 

Thomas,  Tex. 

Wler 

Secrest 

Thompson 

Wilson,  Okla. 

Sheppard 

Thornberry 

Wood 

Sims 

Trimble 

Yates 

Spence 

Vinson 

Young 

Staggers 

Wagner 

Zablocki 

Steed 

Walsh 

Stlgler 

Welch 

NAYS— 154 

Abernethy 

Grant 

Nicholson 

Allen,  Calif. 

Gross 

Nixon 

Allen,  Ill. 

Gwinn 

Norrell 

Andersen, 

Hagen 

O’Hara,  Minn. 

H.  Carl 

Hale 

Patterson 

Anderson,  Calif.Hall, 

Phillips,  Tenn. 

Andresen,  , 

Leonard  W. 

Pickett 

August  H. 

Halleck 

Plumley 

Andrews 

Hand 

Potter 

Angell 

Harden 

Poulson 

Arends 

Herter 

Rankin 

Auchincloss 

Heselton 

Rees 

Barrett,  Wyo. 

Hill 

Rich 

Battle 

Hinshaw 

Rivers 

Beall 

Hobbs 

Rogers,  Fla. 

Bennett,  Mich. 

Hoeven 

Rogers,  Mass. 

Bishop 

Hoffman,  Ill. 

Sadlak 

Blackney 

Hoffman,  Mich. 

St.  George 

Boggs,  Del. 

Holmes 

Sanborn 

Brown,  Ohio 

Hope 

Saylor 

Burdick 

Horan 

Scott,  Hardie 

Byrnes,  Wls. 

James 

Scrivner 

Canfield 

Jenison 

Scudder 

Case,  N.  J. 

Jenkins 

Shafer 

Case,  S.  Dak. 

Jennings 

Short 

Chiperfield 

Jensen 

Sikes 

Church 

Johnson 

Simpson,  Ill. 

Clevenger 

Judd 

Simpson,  Pa. 

Cole,  Kans. 

Kean 

Smathers 

Colmer 

Kearney 

Smith,  Kans. 

Corbett 

Kearns 

Smith,  Va. 

Cotton 

Keefe 

Smith,  Wis. 

Crawford 

Latham 

Stefan 

Cunningham 

LeCompte 

Stockman 

Curtis 

LeFevre 

Taber 

Dague 

Lemke 

Talle 

Davis,  Ga. 

Lichtenwalter 

Tollefson 

Davis,  Wis. 

Lodge 

Van  Zandt 

D ’Ewart 

McConnell 

Velde 

Dolliver 

McCulloch 

Vorys 

Dondero 

McDonough 

Vursell 

Eaton 

McGregor 

Weichel 

Ellsworth 

Mack,  Wash. 

Werdel 

Engel,  Mich. 

Macy 

White,  Idaho 

Fenton 

Martin,  Iowa 

Wigglesworth 

Ford 

Martin,  Mass. 

Williams 

Fulton 

Mason 

Wilson,  Ind. 

Gamble 

Meyer 

Wilson,  Tex. 

Gavin 

Michener 

Winstead 

Gillette 

Miller,  Nebr. 

Withrow 

Golden 

Murray,  Tenn. 

Woodruff 

Goodwin 

Murray,  Wls. 

• 

Graham 

Nelson 

ANSWERED  “PRESENT”— 2 
Cox  Wolcott 


NOT  VOTING— 101 


Abbitt 

Fellows 

Mack,  Ill. 

Bailey 

Flood 

Mansfield 

Barden 

Garmatz 

Merrow 

Baring 

Gary 

Miller,  Calif. 

Bates,  Mass. 

Gilmer 

Miller,  Md. 

Bland 

Granahan 

Morrison 

Blatnik 

Green 

Morton 

Bolton,  Md. 

Gregory 

Multer 

Bolton,  Ohio 

Hall, 

Murphy 

Bonner 

Edwin  Arthur 

Norblad 

Bramblett 

Harvey 

Norton 

Brehm 

Hays,  Ohio 

O’Neill 

Buckley,  N.  Y . 

Hebert 

Patman 

Bui  winkle 

Heffernan 

Pfeifer, 

Burnside 

Huber 

Joseph  L. 

Byrne,  N.  Y. 

Irving 

Pfeiffer, 

Carlyle 

Jackson,  Calif. 

William  L. 

Chatham 

Javits 

Phillips,  Calif. 

Chudoff 

Jonas 

Poage 

Cole,  N.  Y. 

Jones,  N.  C. 

Reed,  Ill. 

Cooley 

Keating 

Reed,  N.  Y. 

Coudert 

Kennedy 

Rhodes 

Crosser 

Keogh 

Ribicoff 

Davies,  N.  Y. 

Kilburn 

Richards 

Deane 

Klein 

Riehlmaa 

Dingell 

Kunkel 

Roosevelt 

Donohue 

•  Larcade 

Scott, 

Douglas 

Lovre 

Hugh  D.,  Jr. 

Elston 

McMillan,  S.  C. 

Smith,  Ohio 

Engle,  Calif. 

McMillen,  Ill. 

Stanley 

Feighan 

McSweeney 

Tauriello 

1949 
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Taylor 

Thomas,  N.  J. 
Towe 

Underwood 


Wadsworth 

Walter 

Whitaker 

Whitten 


Willis 

Wolverton 

Woodhouse 

Worley 


So  the  previous  question  was  ordered. 
The  Clerk  announced  the  following 
pairs :  — . 

On  this  vote: 

Mrs.  Douglas'for,  with  Mr.  Towe  against. 

Mr.  Keogh  for,  with  Mr.  Keating  against. 

Mr.  Huber  for,  with  Mr.  Smith  of  Ohio 
against. 

Mr.  Ribicoff  for,  with  Mr.  Brehm  against. 

Mr.  Byrne  of  New  York  for,  with  Mr.  Elston 
against. 

Mr.  Garmatz  for,  with  Mr.  Riehlman 
against. 

Mr.  Patman  for,  with  Mr.  Wolcott  against. 

Mrs.  Norton  for,  with  Mr.  Coudert  against. 

Mr.  Morrison  for,  with  Mr.  Hugh  D  Scott, 
Jr.,  against. 

Mr.  Bailey  for,  with  Mr.  Kunkel  against. 

Mr.  Bonner  for,  with  Mrs.  Bolton  of  Ohio 
against.  _  — - 

Mr.  Mansfield  for,  with  Mr.  Reed  of  New 
York  against. 

Mr.  Joseph  L.  Pfeifer  for,  with  Mr.  Reed  of 
Illinois  against. 

Mr.  Cox  for,  with  Mr.  Wadsworth  against. 

Mr.  Gilmer  for,  with  Mr.  Kilburn  against. 

Mr.  Tauriello  for,  with  Mr.  Cole  of  New 
York  against. 

Mr.  Granahan  for,  with  Mr.  Fellows 
against. 

Mr.  Green  for,  with  Mr.  Harvey  against. 

Mr.  Chudoff  for,  with  Mr.  Jackson  of  Cali¬ 
fornia  against. 

Mr.  Multer  for,  with  Mr.  Jonas  against. 

Mr.  Murphy  for,  with  Mr.  Taylor  against. 

Mr.  Walter  for,  with  Mr.  William  L.  Pfeif¬ 
fer  against. 

Mr.  Klein  for,  with  Mr.  Merrow  against. 

Mr.  Roosevelt  for,  with  Mr.  McMillen  of 
Illinois  against. 

Mr.  Hays  of  Ohio  for,  with  Mr.  Lovre 
against. 

Mr.  O’Neill  for,  with  Mr.  Bramblett  against. 

Mr.  Heffernan  for,  with  Mr.  Morton  against. 

General  pairs  until  further  notice: 

Mr.  Whitten  with  Mr.  Wolverton. 

Mr.  Whitaker  with  Mr.  Norblad. 

Mr.  Feighan  with  Mr.  Miller  of  Maryland. 

Mr.  Engle  of  California  with  Mr.  Bates  of 
Massachusetts. 

Mr.  Hebert  with  Mr  Edwin  Arthur  Hall. 

Mr.  Richards  with  Mr.  Phillips  of  Cali¬ 
fornia. 


Mr.  COX.  Mr.  Speaker,  I  have  a  pair 
with  the  gentleman  from  New  York,  Mr. 
Wadsworth.  I  voted  “aye.”  If  present, 
he  would  have  voted  “nay.”  I,  therefore, 
withdraw  my  vote  and.,  vote  “present.” 

Mr.  WOLCOTT.  Mr.  Speaker,  I  voted 
“no.”  I  have  a  pair  with  the  gentleman 
from  Texas,  Mr.  Patman,  who,  if  pres¬ 
ent,  would  have  voted  “aye.”  I,  there¬ 
fore,  withdraw  my  vote  and  vote 
"present.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

A  motion  to  reconsider  was  laid  on  the 
table. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  resolution. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  on 
that  I  ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were — yeas  189,  nays  135,  answered 
“present”  2,  not  voting  106,  as  follows: 

[Roll  No.  215] 


Abernethy 
Addonizio 
Albert 
Allen,  La. 
Andrews 


YEAS— 189 

Aspinall 
Barrett,  Pa. 
Bates,  Ky. 
Battle 
Beall 


Beckworth 
Bennett,  Fla. 
Bennett,  Mich. 
Bentsen 
Biemiller 


Boggs,  La. 

Harris 

O’Hara,  Ill. 

Bolling 

Harrison 

O’Sullivan 

Bosone 

Hart 

O’Toole 

Boykin 

Havenner 

Pace 

Breen 

Hays,  Ark. 

Passman 

Brooks 

Hedrick 

Patten 

Brown,  Ga. 

Heller 

Perkins 

Bryson 

Herlong 

Peterson 

Buchanan 

Holifleld 

Philbin 

Buckley,  Ill. 

Howell 

Polk 

Burke 

Hull 

Potter 

Burleson 

Jackson,  Wash. 

Powell 

Burton 

Jacobs 

Preston 

Camp 

Jones,  Ala. 

Price 

Cannon 

Jones,  Mo. 

Priest 

Carnahan 

Judd 

Quinn 

Carroll 

Karst 

Rabaut 

Cavalcante 

Kars  ten 

Rains 

Celler 

Kee 

Ramsay. 

Chelf 

Keefe 

Redden 

Chesney 

Kelley 

Regan 

Christopher 

Kennedy 

Rodino 

Clemente 

Kerr 

Rogers,  Fla. 

Combs 

Kilday 

Rooney 

Cooper 

King 

Sabath 

Crook 

Klrwan 

Sadowski 

Davenport 

Kruse 

Sasscer 

Davis,  Tenn. 

Lane 

Secrest 

Dawson 

Lanham 

Sheppard 

DeGraffenried 

Leslnski 

Sikes 

Delaney 

Lind 

Sims 

Denton 

Linehan 

Smathers 

Dollinger 

Lucas 

Spence 

Doughton 

Lyle 

Staggers 

Doyle 

Lynch 

Steed 

Durham 

McCarthy 

Stigler 

Eberharter 

McCormack 

Sullivan 

Elliott 

McDonough 

Sutton 

Engel,  Mich. 

McGrath 

Tackett 

Evins 

McGuire 

Thomas,  Tex. 

Fallon 

McKinnon 

Thompson 

Fernandez 

Mack,  Wash. 

Thornberry 

Fisher 

Madden 

Tollefson 

Fogarty 

Magee 

Trimble 

Forand 

Mahon 

Vinson 

Frazier 

Marcantonio 

Wagner 

Fugate 

Marsalis 

Walsh 

Furcolo 

Miles 

Welch 

Gathings 

Miller,  Nebr. 

Wheeler 

Gordon 

Mills 

White,  Calif. 

Gore 

Mitchell 

Wickersham 

Gorskl,  HI. 

Monroney 

Wier 

Gorski,  N.  Y. 

Morgan 

Wilson,  Okla. 

Gossett 

Morris 

Withrow 

Granger 

Murdock 

Wood 

Grant 

Noland 

Yates 

Hardy 

O’Brien,  Ill. 

Young 

Hare 

O’Brien,  Mich. 
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Zablocki 

Allen,  Calif. 

Gross 

Nelson 

Allen,  Ill. 

Gwinn 

Nicholson 

Andersen, 

Hagen 

Nixon 

H.  Carl 

Hale 

Norrell 

Anderson,  Calif. Hall, 

O’Hara,  Minn. 

Andresen, 

Leonard  W. 

Patterson 

August  H. 

Halleck 

Phillips,  Tenn. 

Angell 

Hand 

Pickett 

Arends 

Harden 

Plumley 

Auchincloss 

Herter 

Poulson 

Barrett,  Wyo. 

Heselton 

Rankin 

Bates,  Mass. 

Hill 

Rees 

Bishop 

Hinshaw 

Rich 

Blackney 

Hobbs 

Rivers 

Boggs,  Del. 

Hoeven 

Rogers,  Mass. 

Brown,  Ohio 

Hoffman,  HI. 

Sadlak 

Burdick 

Hoffman,  Mich.  St.  George 

Byrnes,  Wis. 

Holmes 

Sanborn 

Canfield 

Hope 

Saylor 

Case,  S.  Dak. 

Horan 

Scott,  Hardie 

Church 

James 

Scrivner 

Clevenger 

Jenison 

Scudder 

Cole,  Kans. 

Jenkins 

Shafer 

Colmer 

Jennings 

Short 

Corbett 

Jensen 

Simpson,  Ill. 

Cotton 

Johnson 

Simpson,  Pa. 

Crawford 

Kean 

Smith,  Kans. 

Cunningham 

Kearney 

Smith,  Va. 

Curtis 

Kearns 

Smith,  Wis. 

Dague 

Latham 

Stefan 

Davis,  Ga. 

LeCompta 

Stockman 

Davis,  Wis. 

LeFevre 

Taber 

D ’Ewart 

Lemke 

Talle 

Dolliver 

Lichtenwalter 

Van  Zandt 

Dondero 

Lodge 

Velde 

Eaton 

McConnell 

Vorys 

Ellsworth 

McCulloch 

Vursell 

Fenton 

McGregor 

Welchel 

Ford 

Macy 

Werdel 

Fulton 

Martin,  Iowa 

White,  Idaho 

Gamble 

Martin,  Mass. 

Wiggles  worth 

Gavin 

Mason 

Williams 

Gillette 

Meyer 

Wilson,  Ind. 

Golden 

Michener 

Wilson,  Tex. 

Goodwin 

Murray,  Tenn. 

Winstead 

Graham 

Murray,  Wis. 

Woodruff 

ANSWERED  “PRESENT”— 2 
Cox  Wolcott 
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Abbitt 

Granahan 

Norton 

Bailey 

Green 

O’Konski 

Barden 

Gregory 

O’Neill 

Baring 

Hall, 

Patman 

Bland 

Edwin  Arthur  Pfeifer, 

Blatnik 

Harvey 

Joseph  L. 

Bolton,  Md. 

Hays,  Ohio 

Pfeiffer 

Bolton,  Ohio 

Hubert 

William  L. 

Bonner 

Heffernan 

Phillips,  Calif. 

Bramblett 

Huber 

Poage 

Brehm 

Irving 

Reed,  HI. 

Buckley,  N.  Y. 

Jackson,  Calif. 

Reed,  N.  Y. 

Bui  winkle 

Javits 

Rhodes 

Burnside 

Jonas 

Ribicoff 

Byrne,  N.  Y. 

Jones,  N.  C. 

Richards 

Carlyle 

Keating 

Riehlman 

Case,  N.  J. 

Keogh 

Roosevelt 

Chatham 

Kilburn 

Scott, 

Chiperfleld 

Klein 

Hugh  D.,  Jr. 

Chudoff 

Kunkel 

Smith,  Ohio 

Cole,  N.  Y. 

Larcade 

Stanley 

Cooley 

Lovre 

Tauriello 

Coudert 

McMillan,  S.  C. 

Taylor 

Crosser 

McMillen,  Ill. 

Teague 

Davies,  N.  Y. 

McSweeney 

Thomas,  N.  J. 

Deane 

Mack,  Ill. 

Towe 

Dingell 

Mansfield 

Underwood 

Donohue 

Marshall 

Wadsworth 

Douglas 

Merrow 

Walter 

Elston 

Miller,  Calif. 

Whitaker 

Engle,  Calif. 

Miller,  Md. 

Whitten 

Feighan 

Morrison 

Whittington 

Fellows 

Morton 

Willis 

Flood 

Moulder 

Wolverton 

Garmatz 

Multer 

Woodhouse 

Gary 

Gilmer 

Murphy 

Norblad 

Worley 

So  the  resolution  was  agreed  to. 

The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr.  Cox  for,  with  Mr.  Wadsworth  against. 

Mr.  Keogh  for,  with  Mr.  Towe  against. 

Mr.  Huber  for,  with  Mr.  Keating  against. 

Mr.  Ribicoff  for,  with  Mr.  Smith  of  Ohio 
against. 

Mr.  Byrne  of  New  York  for,  with  Mr. 
Brehm  against. 

Mr.  Garmatz  for,  with  Mr.  Elston  against. 

Mrs.  Norton  for,  with  Mr.  Riehlman  against. 

Mr.  Patman  for,  with  Mr.  Wolcott  against. 

Mr.  Morrison  for,  with  Mr.  Coudert  against. 

Mr.  Bailey  for,  with  Mr.  Hugh  D.  Scott, 
Jr.,  against. 

Mr.  Bonner  for,  with  Mr.  Kunkel,  against. 

Mrs.  Douglas  for,  with  Mrs.  Bolton  of  Ohio, 
against. 

Mr.  Mansfield  for,  with  Mr.  Fellows  against. 

Mr.  Multer  for,  with  Mr.  Harvey  against. 

Mr.  Murphy  for,  with  Mr.  Jonas  against. 

Mr.  Klein  for,  with  Mr.  Kilburn  against. 

Mr.  Roosevelt  for,  with  Mr.  Lovre  against. 

Mr.  Hays  of  Ohio  for,  with  Mr.  McMillen 
of  Illinois,  against. 

Mr.  Heffernan  for,  with  Mr.  Merrow  against. 

Mr.  Donohue  for,  with  Mr.  William  L. 
Pfeiffer  against. 

Mr.  Engle  of  California  for,  with  Mr.  Tay¬ 
lor  against. 

Mr.  Feighan  for,  with  Mr.  Cole  of  New 
York  against. 

Mr.  Teague  for,  with  Mr.  Reed  of  Illinois 
against. 

Mr.  Davies  of  New  York  for,  with  Mr.  Reed 
of  New  York  against. 

Additional  general  pairs: 

Mr.  Gilmer  with  Mr.  Miller  of  Maryland. 

Mr.  Miller  of  California  with  Mr.  Wol¬ 
verton. 

Mr.  Bolton  of  Maryland  with  Mr.  Case  of 
New  Jersey. 

Mr.  Tauriello  with  Mr.  Chiperfleld. 

Mr.  Granahan  with  Mr.  Bramblett. 

Mr.  Whittington  with  Mr.  Edwin  Arthur 
Hall. 

.  Mr.  Chudoff  with  Mr.  Jackson  of  Cali¬ 
fornia. 

Mr.  O’Neill  with  Mr.  Norblad. 

Mr.  Deane  with  Mr.  Morton. 

Mr.  Dingell  with  Mr.  Phillips  of  California, 
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Mr.  WOLCOTT.  Mr.  Speaker,  I  have 
a  live  pair  with  the  gentleman  from 
Texas,  Mr.  Patman.  If  he  were  pres¬ 
ent,  he  would  vote  “yea.”  I  voted  “nay.” 
I  withdraw  my  vote  and  answer 
“present.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

(Mr.  DOUGHTON  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  certain  tables  in  con¬ 
nection  with  the  bill  H.  R.  6000.) 

(Mr.  JENKINS  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  extraneous  matter.) 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  State  of  the  Union  for  the  considera¬ 
tion  of  the  bill  (H.  R.  6000)  to  extend 
and  improve  the  Federal  old-age  and 
survivors’  insurance  system,  to  amend 
the  public  assistance  and  child  welfare 
provisions  of  the  Social  Security  Act,  and 
for  other  purposes. 

The  SPEAKER.  The  question  is  on 
the  motion  offered  by  the  gentleman 
from  North  Carolina. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  H.  R.  6000,  with 
Mr.  Kilday  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

(Mr.  DOUGHTON  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks  ) 

Mr.  DOUGHTON.  Mr.  Chairman,  it 
was  my  privilege  to  introduce  the 
original  social  security  bill  in  1935;  also, 
the  only  two  social  security  revision  bills 
to  become  law  since  then — the  social- 
security  amendments  of  1939  and  the 
social-security  amendments  of  1946. 
The  social-security  bill  of  last  year  was 
introduced  by  the  able  and  distinguished 
gentleman  from  New  York,  a  member  of 
our  committee  [Mr.  Reed],  but  that  bill 
did  not  pass  the  House  until  the  closing 
days  of  the  Eightieth  Congress,  and 
there  was  no  time  for  its  consideration 
by  the  Senate. 

There  were  no  hearings  conducted  on 
that  bill,  and  that  bill,  unlike  ours  which 
was  introduced  and  taken  up  early  in  the 
first  session  of  the  Eight-first  Congress, 
was  not  introduced  until  the  last  days  of 
the  Eightieth  Congress.  The  Congress 
adjourned,  as  I  recall,  on  June  20.  That 
bill,  without  any  hearings,  mind  you,  was 
introduced  on  June  2  and  reported  on 
June  2.  The  report  on  that  bill  was  filed 
in  two  installments.  One  was  on  June  2 
and  the  other  was  on  June  4.  Remem¬ 
ber,  the  Congress  adjourned  on  June  20, 
less  than  3  weeks  later. 

As  has  been  stated,  application  was 
made  to  the  Rules  Committee  for  a 
closed  rule,  and  a  rule  was  granted.  It 
was  similar  to  the  rule  granted  today, 
except  that  it  provided  for  only  2  hours’ 
general  debate.  That  was  not  tight 
enough  to  suit  the  majority  at  that  time, 
so  they  brought  the  bill  up  under  suspen¬ 


sion  of  the  rules  on  June  14,  just  6  days 
before  the  Congress  adjourned.  So  it 
was  too  late  for  the  bill  to  be  given  con¬ 
sideration  in  the  other  body.  You  can 
judge  from  this  record  the  degree  of 
sincerity  on  the  part  of  the  party  then  in 
power  with  respect  to  the  social-security 
program.  They  knew,  and  everyone 
knew,  that  there  was  not  time  even  for 
the  other  body  to  consider  that  bill  be¬ 
cause,  as  I  say,  it  was  considered  under 
suspension  of  the  rules  on  June  14,  and 
the  Congress  adjourned  on  June  20. 
That  is  the  record  of  the  then  majority, 
now  the  minority  party,  with  respect  to 
their  interest  in  social  security. 

Both  parties  are  committed  in  their 
1948  platforms  to  certain  amendments  or 
revisions  of  the  present  Social  Security 
Act.  The  Democratic  Party  platform  in 
1948  made  this  declaration: 

We  favor  the  extension  of  the  social - 
security  program  established  under  Demo¬ 
cratic  leadership,  to  provide  additional  pro¬ 
tection  against  the  hazards  of  old  age,  dis¬ 
ability,  disease,  or  death. 

That  was  our  platform. 

The  Republican  platform  promised: 

Extension  of  the  Federal  old-age  and  sur¬ 
vivors  insurance  program  and  increase  of  the 
benefits  to  a  more  realistic  level. 

What  these  words  “more  realistic 
level”  mean  I  do  not  know,  but  social- 
security  benefits  certainly  did  not  have 
a  very  realistic  level  in  the '  Eightieth 
Congress  in  1948.  The  record  of  the 
Eightieth  Congress  was  not  a  very  real¬ 
istic  approach  to  the  matter,  but  that  is 
the  last  action  of  the  Republicans  up  to 
now  on  social-security  legislation. 

NECESSITY  FOR  THE  BILL 

In  the  debate  on  the  original  bill  in 
1935  I  stressed  that  “we  do  not  claim 
that  the  bill  under  consideration  to  be 
a  perfect  measure  nor  one  that  will  not 
require  amendment  from  time  to  time 
in  the  light  of  experience.” 

Experience  since  1939,  the  date  of  the 
last  comprehensive  revision  of  the  Social 
Security  Act,  has  developed  practical 
plans  for  extending  the  coverage  of  the 
old-age  and  survivors  insurance  pro¬ 
gram.  It  is  clear  that  the  benefit  scale 
established  in  1939  does  not  now  provide 
an  adequate  floor  of  protection  against 
economic  insecurity  from  old  age  or  pre¬ 
mature  death  of  the  family  breadwinner. 
There  is  now  no  protection  against  the 
hazard  of  permanent  and  total  disability. 
The  purpose  of  the  pending  legislation  is 
to  widen  the  scope  and  increase  the  pro¬ 
tection  afforded  by  both  the  old-age  and 
survivors  insurance  and  the  public  as¬ 
sistance  programs;  yet,  as  stated  in  the 
committee  report,  it  is  designed  "to  speed 
the  day  when  most  of  the  aged  and  the 
Nation’s  dependent  families  will  look  to 
the  insurance  program  for  protection  and 
when  the  role  of  public  assistance  can  be 
drastically  curtailed.” 

Yet  in  expanding  coverage  and  in¬ 
creasing  benefits,  your  committee  has 
ever  kept  in  mind  the  warning  of  Presi¬ 
dent  Roosevelt  on  January  17,  1935, 
about  the  importance  of  avoiding  “any 
danger  of  permanently  discrediting  the 


sound  and  necessary  policy  of  Federal 
legislation  for  economic  security  by  at¬ 
tempting  to  apply  it  on  too  ambitious  a 
scale  before  actual  experience  has  pro¬ 
vided  guidance  for  the  permanently  safe 
direction  of  such  efforts.” 

For  reasons  stated  on  pages  2  and  3 
of  the  committee  report  on  H.  R.  6000, 
“The  Congress  is  faced  with  a  vital  de¬ 
cision  which  cannot  long  be  postponed.” 
This  decision  is  whether  the  insurance 
program  of  the  social  security  system 
can  be  strengthened  and  reenforced 
against  the  assaults  of  proponents  of 
general  old-age  pensions  out  of  the  Fed¬ 
eral  Treasury,  and  against  the  chal¬ 
lenge  of  the  private  retirement  plans  fi¬ 
nanced  solely  by  the  employer.  Since 
both  the  Democratic  and  Republican  1948 
national  platforms  pledged  extension  of 
the  Federal  old-age  and  survivors  in¬ 
surance  program  and  increase  of  benefits 
to  a  more  realistic  level,  it  is  possible  to 
approach  this  decision  with  a  minimum 
of,  if  not  free  from,  partisanship. 

BACKGROUND  OF  THE  BILL,  H.  R.  6000 

The  Committee  on  Ways  and  Means 
has  thoroughly  considered  all  phases  of 
the  social  security  system  except  unem¬ 
ployment  insurance.  On  February  21, 
1949,  at  the  request  of  the  President,  I 
introduced  H.  R.  2892,  relating  to  public 
assistance,  and  H.  R.  2893,  dealing  with 
old-age,  survivors,  and  disability  insur¬ 
ance  These  bills  provided  the  basis  for 
consideration  and  discussion  during  the 
2  months  of  hearings  that  followed  in 
which  2500  pages  of  testimony  were  re¬ 
ceived  from  more  than  250  witnesses.  In 
addition  to  the  views  of  the  Social  Se¬ 
curity  Administration,  the  Committee 
has  had  the  advantage  of  competent 
testimony  from  witnesses  representing  all 
schools  of  thought  on  this  very  impor¬ 
tant  subject  of  social  security,  including 
employers,  employees,  and  the  self-em¬ 
ployed,  from  agriculture,  industry,  and 
the  professions,  as  well  as  State  and  local 
officials.  The  Committee  has  also  had 
the  benefit  of  a  very  thorough  study 
prepared  by  its  special  staff  of  experts  in 
1945,  headed  by  Mr.  Leonard  Calhoun, 
as  well  as  the  extensive  and  exhaustive 
report  of  the  Social  Security  Advisory 
Council  of  the  Senate  Committee  on 
Finance,  which  investigated  this  subject 
last  year.  We  haVfe  had  the  benefit  of  all 
shades  of  thought  on  the  subject. 

After  nearly  4  months  of  study  and 
discussion  of  all  available  information 
and  opinion,  the  committee,  with  the  as¬ 
sistance  of  an  able  technical  staff,  pro¬ 
ceeded  to  draft  its  own  bill,  H.  R.  6000, 
combining  its  best-considered  judgment 
on  both  the  public-assistance  and  old- 
age  and  survivors  insurance  programs. 
Every  provision  in  this  bill  of  200  pages  • 
was  agreed  upon,  if  not  unanimously, 
by  a  majority  vote  of  the  committee,  and 
I  am  pleased  to  report  that  the  decisions 
were  as  free  of  politics  as  any  legislation 
I  have  ever  known.  Although  H.  R.  6000 
does  not  go  so  far  in  certain  respects  as 
some  members  of  the  committee  desired, 
other  members  felt  that  some  parts  of 
the  bill  go  too  far.  In  my  opinion,  the 
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lengthy  deliberations  and  discussions 
have  resulted  in  a  bill  that  is  free  from 
extremes  either  way.  And  that  is  the 
legislative  road  I  have  always  consid¬ 
ered  it  wisest  to  follow. 

The  report  on  the  bill  contains  over 
200  pages  and  is  a  full  and  detailed  ex¬ 
planation  of  the  bill.  Much  of  the  bill 
is  quite  technical,  and  therefore  some¬ 
what  complicated  and  difficult  to  under¬ 
stand.  I  am  certain  that  all  Members  of 
the  House  are  familiar  with  the  com¬ 
plexities  and  intricacies  of  a  life-insur¬ 
ance  contract,  and  a  program  of  social 
insurance  involves  many  of  the  same 
basic  policy  questions. 

Therefore,  I  would  suggest  to  those 
who  are  anxious  to  know  what  the  bill 
contains  that  they  read  very  carefully 
the  report  of  the  committee,  a  copy  of 
which  was  delivered  last  week  to  the 
office  of  every  Member  of  the  House.  A 
general  knowledge  of  the  bill  can  be  ac¬ 
quired  by  reading  pages  5  to  8  of  the  re¬ 
port,  and  a  detailed  explanation  of  every 
provision  is  available  elsewhere  in  the 
report.  I  am  certain  that  any  Member 
who  may  be  in  doubt  as  to  the  contents 
of  the  bill  will  very  easily  be  able  to  sat¬ 
isfy  himself  on  almost  any  point  by  con¬ 
sulting  this  report. 

I  shall  now  try  to  summarize  very 
briefly  some  of  the  principal  features  of 
the  bill. 

A.  OLD-AGE  AND  SURVIVORS  INSURANCE 

First.  Extension  of  coverage:  Old-age 
and  survivors  insurance  coverage  would 
be  extended  to  add  approximately 
11,000,000  new  persons  to  the  35,000,000 
persons  now  covered  during  an  average 
week.  The  groups  added  to  the  system 
under  the  bill  are  as  follows: 

(a)  Self-employed:  About  4,500,000 
nonfarm»  self-employed  persons  other 
than  physicians,  lawyers,  dentists,  osteo¬ 
paths,  veterinarians,  chiropractors,  op¬ 
tometrists,  Christian  Science  practi¬ 
tioners,  and  aernautical,  chemical,  civil, 
electrical,  mechanical,  or  mining  engi¬ 
neers.  Self-employed  persons  whose 
net  earnings  from  self-employment  are 
less  than  $400  per  year  would  be  ex¬ 
cluded.  The  contribution  rate  for  the 
self-employed  would  be  IV2  times  the 
rate  for  employees. 

In  extending  coverage  to  the  self-em¬ 
ployed  two  considerations  were  kept  in 
mind: 

First.  The  desire  of  members  of  a 
particular  business  group  or  profession; 
and  second,  the  probability  of  retirement 
in  old  age  and  therefore,  need  in  old  age 
for  social-security  benefits.  Moreover, 
the  inclusion  of  large  groups  of  people 
who  do  not  desire  social-security  cover¬ 
age  would  make  most  difficult  the  ad¬ 
ministration  of  the  system. 

The  proposed  revision  is  not  the  last 
word  in  social-security  legislation,  and 
further  study  can,  and  should,  be  given 
to  the  problems  of  coverage  of  other 
groups  whenever  this  may  be  desirable 
and  practicable. 

(b)  State  and  local  employees:  About 
3,800,000  employees  of  State  and  local 


governments,  if  the  State  enters  into  a 
voluntary  compact  with  the  Federal  Se¬ 
curity  Agency,  provided  that  such  em¬ 
ployees  who  are  under  an  existing  retire¬ 
ment  system  shall  be  covered  only  if  such 
employees  and  adult  beneficiaries  of  the 
retirement  system  shall  so  elect  by  a 
two-thirds  majority. 

(c)  Household  workers:  About  950,000 
domestic  servants  in  a  private  home  not 
on  a  farm  operated  for  profit,  who  work 
at  least  an  average  of  2  days  a  week  for, 
and  earn  at  least  $25  cash  per  quarter 
from,  any  one  employer. 

(d)  Nonprofit  institutions:  About 
C  00,000  employees  of  nonprofit  institu¬ 
tions  other  than  ministers  and  members 
of  religious  orders,  but  if  the  employer 
does  not  elect  voluntarily  to  pay  the  em¬ 
ployer’s  tax,  the  employee  wpuld  receive 
credit  with  respect  to  only  one-half  his 
wages  for  the  employee’s  tax  which  is 
compulsorily  imposed  upon  him. 

(e)  Miscellaneous:  Smaller  groups, 
including  processing  workers  off  the 
farm,  Federal  employees  not  under  civil 
service,  Americans  employed  by  Ameri¬ 
can  firms  outside  the  United  States,  resi¬ 
dents  of  Puerto  Rico  and  the  Virgin  Is¬ 
lands,  and  salesmen  and  others  who 
technically  are  not  employees  at  common 
law,  totaling  one  and  one-fourth  to  one 
and  one-half  millions. 

Second.  Liberalization  of  benefits: 
(a)  About  2,600,000  persons  currently  re¬ 
ceiving  old-age  and  survivors  insurance 
benefits  would  have  their  monthly  bene¬ 
fit  increased  on  the  average  by  about  70 
percent.  Increases  would  range  from  50 
percent  for  highest  benefit  groups  to  as 
much  as  150  percent  for  lowest  benefit 
groups.  The  present  average  primary 
benefit  of  approximately  $26  per  month 
for  a  retired  insured  worker  would  be  in¬ 
creased  to  nearly  $45. 

(b)  Persons  who  retire  in  the  future 
would  have  their  benefits  computed  un¬ 
der  a  new  formula,  with  resulting  bene¬ 
fits  approximately  double  the  average 
benefits  payable  today.  The  minimum 
primary  benefit  under  existing  law  of  $10 
per  month  would  be  increased  to  $25. 
The  maximum  family  benefit  under  ex¬ 
isting  law  of  $85  per  month  would  be  in¬ 
creased  to  $150,  but  not  more  than  80 
percent  of  the  average  monthly  wage  of 
the  insured  person.  Lump-sum  death 
payments  would  be  made  upon  the  death 
of  all  insured  persons.  Under  present 
law,  lump-sum  death  benefits  are  payable 
only  if  the  deceased  insured  person  does 
not  leave  a  survivor  who  could  become 
immediately  entitled  to  benefits. 

The  following  tables  taken  from  the 
committee  report  give  a  comparison  of 
the  individual  benefit  payments  under 
existing  law  and  under  the  provisions  of 
the  pending  bill.  ' 

Table  1  sets  forth  the  amounts  of  old- 
age  insurance  benefits  payable  to  regu¬ 
larly  employed  workers  at  various  levels 
of  average  monthly  wage  and  for  various 
numbers  of  years  of  coverage,  under  the 
present  law  and  under  the  bill,  without 
showing  supplementary  benefits  for 
dependents. 
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Table  1. — Illustrative  monthly  primary 
amounts 


[All  figures  rounded  to  nearest  dollar] 


Monthly 

wage 

while 

working 

10  possible 
years  of 
coverage 

20  possible 
years  of 
coverage 

40  possible 
years  of 
coverage 

Present 

law 

H.  R. 
6000 

Present 

law 

H.  R. 
6000 

Present 

law 

H.R. 

6000 

Covered  in  all  possible  years 

$50 _ 

$22 

$26 

$24 

$28 

$28 

$30 

$100 . 

28 

52 

30 

55 

35 

60 

$150 . . 

33 

58 

36 

60 

42 

60 

$200 _ 

38 

63 

42 

66 

49 

72 

$250 . 

44 

68 

48 

72 

56 

78 

$300 . 

0 

74 

0 

77 

0 

84 

Covered  in  half  of  possible  years 

$50.. . 

$10 

$25 

$11 

$25 

$12 

$25 

$100 _ 

21 

26 

22 

28 

24 

30 

$150 . 

24 

29 

25 

30 

27 

33 

$200 . 

26 

32 

28 

33 

30 

36 

$250 _ 

29 

34 

30 

36 

33 

39 

$300 . 

(■) 

37 

0 

38 

0 

42 

1  Present  law  includes  wages  only  up  to  $250  per  month. . 


Table  2  shows  illustrative  monthly 
benefits  for  a  retired  worker  with  an 
eligible  wife,  while  table  3  gives  corre¬ 
sponding  figures  for  various  survivor 
categories. 

Table  2. — Illustrative  monthly  benefits  for 
retired  workers 


[All  figures  rounded  to  nearest  dollar] 


Average 

monthly 

wage 

Present  law 

H.  R.  6000 

Single 

Married 1 

Single 

Married  1 

Insured  worker  covered  for  5  years 

$50 _ _ 

$21 

$32 

$26 

$38 

$100 . 

26 

39 

51 

77 

$150 _ 

32 

47 

56 

85 

$200.. . 

37 

55 

62 

92 

$250 . . 

42 

63 

67 

100 

$300 . 

0 

0 

72 

108 

Insured  worker  covered  for  10  years 

$50 _ _ _ 

$22 

$33 

$26 

$39 

$100 . 

28 

41 

52 

79 

$150 . 

33 

50 

58 

87 

$200 . 

38 

58 

63 

94 

$250 . 

44 

66 

68 

102 

$300 . 

0 

0 

74 

110 

Insured  worker  covered  for  20  years 

$50. . 

$24 

$36 

$28 

$40 

$100 . 

30 

45 

55 

80 

$150 . . 

36 

54 

60 

91 

$200 . 

42 

63 

66 

99 

$250 . . 

48 

72 

72 

107 

$300 . 

0 

0 

77 

116 

Insured  worker  covered  for  40  years 

$50 . 

$28 

$40 

$30 

.$40 

$100 . 

35 

62 

60 

9  80 

$150 . . 

42 

63 

66 

99 

$200 . 

49 

74 

72 

108 

$250 . - 

56 

84 

78 

117 

$300 . 

0 

0 

84 

126 

1  With  wife  65  or  over. 

>  Present  law  includes  wages  only  up  to  $250  per 
month. 

Note. — These  figures  are  based  on  the  assumption 
that  the  insured  worker  was  in  covered  employment 
steadily  each  year  after  1949  (or  after  1936  as  the  case 
may  be). 
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Table  3.— Illustrative  monthly  "benefits  for 
survivors  of  insured  workers 


[All  figures  rounded  to  nearest  dollar] 


Average 

monthly 

wage 

Aged 
widow  1 

Aged 
parent 1 
or  1 
child 
alone 

Widow 
and  1 
child 

Widow 
and  2 
chil¬ 
dren 

Widow 
and  3 
chil¬ 
dren 

I* 

s| 

Oh 

«8 

wS 

|  [> 

<V  « 

~  — 1 

Ph 

5 

d< 

«s 

BS 

S:j 
3  S 

s-.  — * 
dl 

02  0 
w  0 
.0 

w° 

-t-3 

a 

V?  ^ 
O  C3 
S-.  ’“1 

dn 

3° 

Insured  worker  covered  for  5  years 

$50 . 

$16 

$19 

$10 

$19 

$26 

$38 

$37 

$40 

$40 

$40 

$100 . 

20 

38 

13 

38 

33 

77 

46 

SO 

52 

80 

$150  _ 

24 

42 

16 

42 

39 

85 

55 

113 

63 

120 

$200 _ 

28 

46 

18 

46 

46 

92 

64 

123 

74 

150 

$250 _ 

32 

50 

21 

50 

52 

100 

74 

133 

84 

150 

$300. . 

0 

54 

(!) 

54 

(!) 

108 

0 

144 

0 

150 

Insured  worker  covered  for  10  years 

$50 _ 

$16 

$20 

$11 

$20 

$28 

$39 

$38 

$40 

$40 

$40 

$100 . 

21 

39 

14 

39 

34 

79 

48 

80 

55 

80 

$150 . . 

25 

43 

16 

43 

41 

87 

58 

116 

66 

120 

$200 _ 

29 

47 

19 

47 

48 

94 

67 

126 

77 

150 

$250 . 

33 

51 

22 

51 

55 

102 

77 

137 

85 

150 

$300 . . 

0 

55 

0 

55 

0 

110 

(?) 

147 

(?) 

150 

Insured  worker  covered  for  20  years 

$50 _ 

$18 

$21 

$12 

$21 

.$30 

$40 

$40 

$40 

$40 

$40 

$100 . . 

22 

41 

15 

41 

38 

80 

52 

80 

60 

80 

$150 . . 

27 

45 

18 

45 

45 

91 

63 

120 

72 

120 

$200 _ 

32 

50 

21 

50 

52 

99 

74 

132 

84 

150 

$250 . 

36 

54 

24 

54 

60 

107 

84 

■143 

85 

1,50 

$300 . . 

0 

58 

0 

58 

(!) 

116 

0 

150 

0 

150 

Insured  worker  covered  for  40  years 

$50. . . 

$21 

$22 

$14 

$22 

$35 

$40 

$40 

$40 

$40 

$40 

$100 . 

26 

45 

18 

45 

44 

80 

61 

80 

70 

80 

$150 . 

32 

50 

21 

50 

52 

99 

74 

120 

84 

120 

$200 _ 

37 

54 

24 

54 

61 

108 

85 

144 

85 

150 

$250. . 

42 

58 

28 

58 

70 

117 

85 

150 

85 

150 

$300 _ 

0 

63 

(!) 

63 

0 

126 

0 

150 

0 

150 

1  Age  65  or  over. 

*  Present  law  includes  wages  only  up  to  $250  per  month. 
Note.— These  figures  are  based  on  the  assumption 
that  the  insured  worker  was  in  covered  employment 
steadily  each  year  after  1949  (or  after  1936  as  the  case 
may  be). 

The  increase  in  benefit  amounts  for 
persons  now  on  the  rolls  will  be  accom¬ 
plished  by  the  use  of  a  table  included  in 
the  bill.  A  summary  of  this  table  is  pre¬ 
sented  in  table  4. 

Table  4. — Summary  of  conversion  table  for 
computing  new  benefits  for  those  now  on 
the  roll 

[All  figures  rounded  to  nearest  dollar] 


Present  pri¬ 
mary  insurance 
benefit 

New  primary 
insurance 
amount 

Maximum 
family  benefits 
payable 

$10 

$25 

$40 

15 

31 

50 

20 

36 

58 

25 

44 

78 

30 

51 

113 

35 

55 

145 

40 

60 

150 

•  45 

64 

150 

EXAMPLES 

1.  Retired  worker  now  receiving  $25  per  month  will 
receive  $44  after  effective  date.  Supplementary  benefits 
for  his  eligible  benefits  or  survivors  cannot  exceed  $78. 

2.  Widow  ago  65  or  over  now  receiving  $30  per  month 
(based  on  three-fourths  of  deceased  husband's  primary 
benefit  of  $40)  will  receive  $45  after  effective  date  (three 
fourths  of  $60.) 

Third.  Limitation  on  earnings  of  bene¬ 
ficiaries:  The  amount  a  beneficiary  may 
earn  after  retirement  in  covered  employ¬ 
ment  without  loss  of  benefits  would  be 
increased  from  $14.99  to  $50  per  month. 
After  age  75,  benefits  are  payable  re¬ 


gardless  of  amount  of  earnings  from  em¬ 
ployment. 

B.  PERMANENT  AND  TOTAL  DISABILITY  INSURANCE 

First.  Coverage :  All  persons  covered  by 
the  old-age  and  survivors  insurance  pro¬ 
gram  would  be  protected  against  the 
hazard  of  enforced  retirement  and  loss 
of  earnings  caused  by  permanent  and 
total  disability. 

Second.  Benefits:  Permanently  and 
totally  disabled  workers  would  have  their 
benefits  and  average  wage  computed  on 
the  same  basis  as  for  old-age  benefits, 
but  no  payments  would  be  available  for 
dependents  of  disabled  workers. 

Third.  Eligibility  for  benefits:  An  in¬ 
dividual  would  be  insured  for  disability 
benefits  if  he  had  both  (a)  6  quarters 
of  coverage  out  of  the  13 -quarter  period 
ending  when  his  disability  occurred,  and 
(b)  20  quarters  of  coverage  out  of  the 
40-quarter  period  ending  when  his  disa¬ 
bility  occurred. 

C.  VETERANS 

World  War  II  veterans  would  be  given 
wage  credits  under  the  old-age,  survivors, 
and  disability  insurance  program  of  $160 
per  month  for  the  time  spent  in  military 
service  between  September  16,  1940,  and 
July  24,  1947. 

D.  FINANCING  OF  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE 

Last  but  not  least,  I  should  like  to  deal 
with  taxes  for  the  old-age  and  survivors 
insurance  system  since  it  is  an  essential 
feature  of  social  insurance  that  there 
should  not  only  be  benefit  rights  but  also 
contribution  obligations.  The  insurance 
tax  has  been  frozen  at  1  percent  on  both 
employee  and  employer  for  13  years,  1937 
to  1949.  Under  present  law  and  under 
the  bill,  this  rate  would  rise  to  1 y2  percent 
in  1950.  It  is  an  essential  sound  matter 
of  financing  that  the  contribution  rate 
should  rise  steadily  over  the  future  be¬ 
cause  the  benefit  disbursements  will  of  a 
certainty  rise  for  perhaps  the  next  40  or 
50  years.  In  all  its  considerations,  the 
Committee  on  Ways  and  Means  was  firm 
in  its  conviction  that  this  system  should 
be  soundly  financed  so  that  the  benefits 
promised  could  be  paid. 

Under  present  law,  the  l^-percent  tax 
rate  would  be  effective  for  2  years  and 
thereafter  the  rate  would  be  2  percent. 
The  committee  was  of  the  opinion  that 
such  a  low  tax  schedule  could  not  sup¬ 
port  adequate  benefits. 

Further  the  committee  concluded 
that  this  system  should  be  on  a  sound 
actuarial  basis  and  should  be  completely 
self-supporting  from  the  contributions 
of  the  participating  persons  and  their 
employers.  Accordingly,  the  bill  pro- 
-  vides  that  the  tax  rate  on  employers  and 
employees  should  be  increased  to  2  per¬ 
cent  in  1951  and  then  to  2*4  percent  in 
1960,  3  percent  in  1965,  and  3  percent  in 
1970.  These  contribution  rates  will  re¬ 
sult  in  the  building  up  of  a  fairly  siz¬ 
able  trust  fund,  which  will  be  invested 
in  that  soundest  investment  of  all — 
United  States  Government  securities.  In 
answer  to  the  critics  of  this  method  of 
investing  the  trust  fund  moneys,  I 
might  point  out  that  Government  bonds 
are  purchased  by  banks,  insurance  com¬ 
panies,  and  individuals  when  they  want 
to  invest  surplus  funds  in  the  soundest 
investment  in  the  world.  The  invest¬ 


ments  of  the  trust  fund  will  earn  inter¬ 
est  just  as  any  other  Government  bonds, 
which  will  help  to  finance  the  large  bene¬ 
fit  disbursements.  The  bill  would  repeal 
the  provision  in  present  law  authorizing 
appropriations  to  the  trust  fund  from 
general  revenues.  Before  reaching  this 
conclusion,  the  committee  satisfied  itself 
not  only  that  the  tax  schedule  would 
provide  sufficient  funds  to  finance  the 
system  but  also  ascertained  that  workers 
insured  under  the  system  would  receive 
protection  valued  in  excess  of  their  in¬ 
dividual  contributions. 

E.  PUBLIC  ASSISTANCE  AND  WELFARE  SERVICES 

Thus  far  I  have  discussed  the  insur¬ 
ance  provisions  of  the  bill.  The  pro¬ 
visions  in  the  bill  relating  to  the  State- 
Federal  public-assistance  programs  are 
also  of  great  importance  to  those  persons 
who  are  unable,  for  one  reason  or  another, 
to  be  eligible  for  insurance  benefits. 
While  the  old-age,  survivors,  and  disabil¬ 
ity  insurance  program  that  I  have  out¬ 
lined  will  decrease  the  need  for  public 
assistance  in  the  future,  we  should  not 
forget  the  needy  aged,  the  blind,  the  per¬ 
manently  and  totally  disabled,  and  the 
dependent  children  who  do  not  have 
social  insurance  protection.  Accordingly, 
the  bill  would  strengthen  and  improve 
the  public-assistance  programs  for  these 
needy  individuals,  as  follows: 

First.  Extension  of  State-Federal  pub¬ 
lic  assistance  programs:  Aid  would  be 
extended  to  the  following  persons  not 
now  eligible  for  assistance: 

(a)  Permanently  and  totally  disabled 
needy  persons.  The  Federal  Govern¬ 
ment  would  share  in  the  costs  in  the  same 
manner  as  for  old-age  assistance  and  aid 
to  the  blind. 

(b)  The  mother,  or  other  adult  relative 
with  whom  an  eligible  dependent  child  is 
living.  The  Federal  Governmdfct  would 
share  in  the  costs  of  the  aid  furnished 
such  mother  or  relative. 

Second.  Increase  in  Federal  share  of 
public  assistance  costs:  The  bill  would 
strengthen  financing  of  public  assistance 
in  all  States,  and,  particularly,  would  en¬ 
able  the  low-income  States  to  raise  the 
level  of  payments  to  needy  recipients  un¬ 
der  the  State-Federal  program.  Federal 
funds  would  be  made  available  to  the 
States  under  the  following  matching  for¬ 
mula: 

(a)  For  old-age  assistance,  aid  to  the 
blind  and  aid  to  the  totally  and  perma¬ 
nently  disabled :  Federal  funds  will  equal 
four-fifths  of  the  first  $25  per  recipient 
plus  one-half  of  the  next  $10  plus  one- 
third  of  the  next  $15  with  a  maximum  of 
$50  on  individual  assistance  payments. 

(b)  For  aid  to  dependent  children: 
Federal  funds  will  equal  four-fifths  of  the 
first  $15  per  recipient — including  one 
adult  in  each  family — plus  one-half  of 
the  next  $6,  plus  one-third  of  the  re¬ 
mainder,  with  maximums  on  individual 
assistance  payments  of  $27  for  the  adult 
pluss  $27  for  the  first  child  plus  $18  for 
each  additional  child  in  the  family. 

Third.  Public  medical  institutions: 
The  Federal  Government  would  share  in 
the  costs  incurred  by  the  States  and  lo¬ 
calities  in  furnishing  assistance  to  the 
needy  aged,  blind,  and  permanently  and 
totally  disabled  recipients  in  public  medi¬ 
cal  institutions,  instead  of  limiting  Fed- 
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eral  participation  to  costs  incurred  for 
recipients  residing  in  private  institutions 
as  provided  in  present  law. 

Fourth.  Direct  payment  for  medical 
care :  States  would  be  authorized  to  make 
direct  payments  to  doctors  or  others  fur¬ 
nishing  medical  care  to  recipients  of 
State-Federal  public  assistance. 

Under  existing  law  the  Federal  Gov¬ 
ernment  does  not  participate  in  the  cost 
of  medical  care  for  recipients  unless  pay¬ 
ment  for  such  care  is  made  directly  to 
the  recipient. 

Fifth.  Child  welfare  services:  Author¬ 
ization  for  child  welfare  services  would 
be  increased  from  $3,500,000  per  year  to 
$7,000,000,  for  service  in  rural  areas  or 
areas  of  special  need.  The  use  of  child 
welfare  funds  would  be  authorized  for 
purposes  of  returning  interstate  runaway 
children  to  their  homes. 

Sixth.  Puerto  Rico  and  the  Virgin 
Islands:  The  four  categories  of  public 
assistance  would  be  extended  to  Puerto 
Rico  and  the  Virgin  Islands,  but  the" 
Federal  share  of  assistance  payments 
would  be  limited  to  50  percent.  The 
maximum  Federal  payment  would  be  $15 
for  a  recipient  of  old-age  assistance,  aid 
to  the  blind,  or  aid  to  the  permanently 
and  totally  disabled,  and  $9  for  the  first 
child  and  $6  for  each  additional  child 
in  an  aid  to  dependent  children  family. 

Seventh.  Cost:  The  over-all  estimated 
additional  cost  to  the  Federal  Govern¬ 
ment  for  the  public  assistance  and  wel¬ 
fare  services  amendments  would  be 
$256,000,000  annually. 

Mr.  MURRAY  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Wisconsin. 

Mr.  MURRAY  of  Wisconsin.  I  would 
like  to  ask  what,  exactly,  is  the  status 
of  an  employee?  For  example,  there  are 
several  paper  mills  in  my  district,  and 
in  my  State,  and  in  reading  over  this 
bill  I  wonder  where  the  operators  of  the 
paper  mills’  responsibility  begins  and 
where  it  ends.  There  is  considerable 
pulp  cut  by  contractors.  Who  would  be 
responsible  for  keeping  track  of  that 
particular  situation? 

Mr.  DOUGHTON.  Of  course,  that 
was  one  of  the  most  controversial  prob¬ 
lems  that  we  had  to  deal  with.  We  had 
before  us  the  Treasury  officials,  repre¬ 
sentatives  of  the  Social  Security  Admin¬ 
istration,  and  heard  testimony  from  the 
taxpayers.  We  heard  all  shades  of 
thought  on  that  subject.  If  the  Treas¬ 
ury  administers  the  law  as  it  says  it  will, 
there  will  be  no  trouble  about  who  is 
covered.  As  to  exactly  who  will  be 
covered  and  who  will  not  be  covered,  I 
do  not  believe  you  could  write  that  into 
statutory  law.  There  must  be  some  dis¬ 
cretion,  as  you  know,  if  this  law  is  to  be 
administered  according  to  the  intent  of 
the  Congress.  The  benefits  of  any  law 
depend  upon  its  administration.  You 
might  take  the  Ten  Commandments  to 
administer,  but  if  they  are  not  under¬ 
stood  and  not  lived  up  to,  what  would 
be  the  result?  We  have  to  leave  it  to 
tjiose  who  administer  this  law,  and  give 
them  some  discretion  as  to  who  is 
covered  as  an  employee  and  who  is  not. 
In  the  same  way,  we  have  to  leave  it  to 


the  local  welfare  boards  to  determine 
who  is  in  need;  we  have  to  leave  it  to 
the  doctors  to  say  who  is  permanently 
and  totally  disabled. 

Mr.  LYNCH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  New  York. 

Mr.  LYNCH.  I  think  the  answer  to 
the  gentleman’s  question  is  this,  that  if 
the  subcontractor  is  in  reality  a  real  con¬ 
tractor,  if  he  has  money  invested  in  his 
equipment,  if  he  does  not  do  any  work 
personally,  if  he  has  employees,  he  does 
not  come  in  under  this  bill  as  an  em¬ 
ployee  but  would  probably  come  in  under 
the  provision  of  self-employed.  I  do  not 
know  whether  that  answers  the  question 
precisely. 

Mr.  MURRAY  of  Wisconsin.  I  want  to 
get  the  facts  in  the  case.  If  we  pass  a  bill 
we  ought  to  know  what  we  are  passing. 

Mr.  DOUGHTON.  I  agree  with  the 
gentleman. 

Mr.  MURRAY  of  Wisconsin.  Here  is  a 
company,  regardless  whether  it  is  a  paper 
mill  or  any  other  company,  but  it  has 
subcontractors  and  it  contracts  with 
these  men  for  so  much  pulp,  we  will  say. 
Does  the  corporation  assume  the  respon¬ 
sibility,  keep  track  of  the  social-secu¬ 
rity  numbers  and  payments  for  instance, 
or  does  the  subcontractor  have  that  re¬ 
sponsibility? 

Mr.  DOUGHTON.  I  am  not  a  lawyer, 
and  I  do  not  understand  the  technical 
and  legal  terms  as  well  as  my  good  friend 
the  gentleman  from  New  York  [Mr. 
Lynch],  the  gentleman  from  Tennessee 
[Mr.  Cooper],  and  the  gentleman  from 
Arkansas  [Mr.  Mills]  and  others. 

Mr.  LYNCH.  I  think  the  answer  is 
simply  this,  that  if  the  subcontractor,  for 
instance,  is  a  corporation  and  that  cor¬ 
poration  employs  loggers,  there  is  no 
question  as  to  who  pays  the  social-secu¬ 
rity  tax.  The  corporation  pays  and  the 
individual  pays  insofar  as  social  security 
is  concerned.  When  the  gentleman  said 
a  subcontractor,  I  assumed  he  meant  an 
individual.  If  the  individual  to  whom  he 
refers  does  all  the  work  himself,  then  he 
ordinarily  would  be  considered  in  the  ca¬ 
pacity  of  an  employee  of  whoever  it  was 
that  engaged  him.  If,  on  the  other  hand, 
the  subcontractor  has  money  invested 
and  there  are  tools  and  equipment  so 
that  in  truth  and  in  fact  it  might  be  said 
in  your  own  mind  that  he  is  the  real  em¬ 
ployer,  then  he  is  an  employer  insofar  as 
he  pays,  say  1  percent  social  security  as 
an  employer  and  1  percent  is  deducted 
from  the  wages  of  his  employees.  If  he 
is  an  individual,  then  he  himself  under 
this  bill  may  be  included  as  one  who  is 
self-employed  and  pays  IV2  percent,  ap¬ 
proximately,  for  his  social-security  in¬ 
surance.  Does  that  answer  the  gentle¬ 
man’s  question? 

Mr.  MURRAY  of  Wisconsin.  Let  us 
get  it  straight  now.  The  gentleman  is  a 
corporation  and  I  am  going  to  cut  some 
pulpwood  for  him.  I  have  three  fellows 
working  for  me.  Is  it  the  gentleman’s 
responsibility  to  see  that  they  have  their 
consideration,  or  is  it  mine? 

Mr.  LYNCH.  It  all  depends  upon  the 
facts  involved.  If  you  are  one  who  has 
money  involved  in  that  business  and  if 


you  in  turn  have  equipment,  and  if  you 
supply  the  equipment  to  these  three 
working  men  that  you  have - 

Mr.  MURRAY  of  Wisconsin.  Axes, 
for  instance. 

Mr.  LYNCH.  Axes,  and  all  the  other 
equipment  that  might  come  with  doing 
contract  work,  then  under  those  circum¬ 
stances  you  would  be  looked  upon  as  the 
employer.  There  is  no  question  about 
that  whatsoever,  if  you  in  turn  are  the 
one  who,  as  I  say,  has  the  capital  invest¬ 
ment,  who  has  the  equipment  and  sup¬ 
plies  and  those  other  necessary  things. 

Mr.  MURRAY  of  Wisconsin.  Mr. 
Chairman,  I  would  not  want  to  leave  the 
impression  that  I  am  opposed  to  social 
security. 

Mr.  DOUGHTON.  I  understand  that. 

Mr.  MURRAY  of  Wisconsin.  Before 
I  became  a  Member  of  Congress  even 
when  I  had  only  one  fellow  working  for 
me,  I  always  saw  to  it  that  he  got  his 
social  security. 

Mr.  DOUGHTON.  He  was  working 
for  you  or  he  was  working  with  you? 

Mr.  MURRAY  of  Wisconsin.  He  was 
working  for  me. 

Mr.  DOUGHTON.  When  I  work  on 
the  farm,  when  I  work  in  my  office,  or 
when  I  work  anywhere,  and  somebody 
else  works  we  work  together.  I  always 
feel  that  he  is  working  with  me  and  not 
for  me. 

Mr.  MURRAY  of  Wisconsin.  I  paid 
my  share  of  social  security  so  he  could 
build  up  his  social  security  standing. 

How  about  the  farmers,  then?  They 
do  not  come  under  it  at  all? 

Mr.  DOUGHTON.  Whenever  a  ma¬ 
jority  of  them  signify  their  desire  to 
be  covered,  I  think  it  would  be  appropri¬ 
ate  to  cover  them.  So  far  we  have  had 
no  evidence  that  a  majority  of  them 
have  such  a  desire.  There  is  little  inter¬ 
est  or  enthusiasm  among  the  farm  or¬ 
ganizations  about  it. 

Mr.  COOPER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  May  I  invite  the  at¬ 
tention  of  the  gentleman  from  Wisconsin 
to  pages  86  and  87  of  the  committee  re¬ 
port,  which  gives  some  specific  examples 
on  the  very  question  about  which  the 
gentleman  is  inquiring. 

Mr.  DOUGHTON.  I  thank  the  gentle¬ 
man  from  Wisconsin  for  inquiring  and 
I  thank  my  colleague,  the  gentleman 
from  New  York  [Mr.  Lynch],  and  my 
colleague,  the  gentleman  from  North 
Carolina  [Mr.  Cooper],  for  their  con¬ 
tributions. 

Mr.  CHURCH.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the 
gentleman  from  Illinois. 

Mr.  CHURCH.  On  this  question  of 
employees,  I  feel  that  I  should  rely  on 
the  chairman’s  statement  that  in  the 
last  analysis  it  is  the  department’s  regu¬ 
lations  that  jvill  make  the  definitions 
that  will  affect  the  situation  as  to  who 
is  the  employee. 

Mr.  DOUGHTON.  Within  certain 
definite  limitations. 

Mr.  CHURCH.  The  gentleman  said  it 
would  be  left  to  the  department. 
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j  Mr.  DOUGHTON.  Yes. 

Mr.  CHURCH.  In  view  of  the  state¬ 
ment  of  the  gentleman  from  Tennessee, 

I  think  it  is  clear  that  it  would  be  left 
to  the  department.  However,  if  the  de¬ 
partment  does  not  settle  that  question 
in  its  regulations,  and  then  5,  10,  or  15 
years  from  now  it  changes  its  definition 
or  changes  its  regulations,  what  kind 
of  chaos  will  you  have  then?  How 
much  does  this  little  logroller  and  these 
other  people  have  by  way  of  uncertainty 
as  to  back  wages,  back  claims,  and  such, 
keeping  in  mind  that  it  is  the  depart¬ 
ment  that  makes  the  definition  and  it  is 
the  department  that  next  year  and  the 
next  will  change  its  mind? 

Mr.  DOUGHTON.  The  gentleman  has 
raised  a  very  pertinent  question.  Does 
he  have  a  definition  which  he  can  give 
to  the  House? 

Mr.  CHURCH.  If  I  did,  I  could  not  get 
it  into  this  bill  because  I  would  have  no^ 
opportunity  to  offer  it  as  an  amendment. 
Yes,  I  think  your  committee  should  have 
defined  the  word  “employee”  in  every  in¬ 
stance  as  it  is  affected  in  this  bill. 

Mr.  DOUGHTON.  This  bill  has  to  go 
to  the  other  body.  We  do  not  claim  it  is 
perfect.  The  gentleman  will  have  an 
opportunity  to  make  his  case  over  there. 
No  doubt  they  will  have  extensive  hear¬ 
ings  on  this  subject  as  we  had.  I  am 
sure  every  provision  of  the  bill  will  be 
gone  over  carefully. 

Mr.  CHURCH.  Does  the  gentleman 
want  the  other  body  to  do  our  thinking 
for  us? 

Mr.  DOUGHTON.  No,  no,  that  is  not 
the  situation  at  all.  If  the  gentleman 
wants  to  appeal  his  case,  why  there  is 
another  court  to  which  he  can  take  his 

appeal. 

Mr.  LYNCH.  In  answer  to  the  gentle¬ 
man  I  might  say  that  when  the  depart¬ 
ment  makes  regulations,  it  must  make 
regulations  within  the  confines  of  the 
definitions  set  forth  in  this  bill.  When 
the  gentleman  says  that  he  did  not  have 
an  opportunity  to  offer  a  substitute  for 
what  we  have  in  the  bill,  I  must  point  out, 
Mr.  Chairman,  that  we  have  had  more 
than  6  months  of  public  hearings.  Every 
Member  of  Congress  had  an  opportunity 
to  come  in  and  express  their  own  opin¬ 
ion,  or  give  any  kind  of  a  definition  that 
they  wanted  to  give.  Nobody  has  done 
so.  The  committee  has  worked  out  this 
definition  to  a  certain  extent  in  accord¬ 
ance  with  the  interpretation  of  the  Su¬ 
preme  Court.  This  is  a  definition  that 
the  committee  has  given  and  within  this 
definition  and  no  other  can  the  depart¬ 
ment  make  any  regulations. 

Mr.  DOUGHTON.  Has  the  gentleman 
from  Illinois  [Mr.  Church],  read  our 
committee  report?  If  he  has,  I  think  he 
will  find  the  information  he  seeks  in  the 
report. 

Mr.  CHURCH.  I  have  tried  to  rush 
through  it.  I  understand  that  we  may 
have  three  more  days’  debate  on  this 
measure,  then  I  understand  when  we 
have  let  the  other  body  do  our  thinking 
for  us  next  year,  we  can  undo  what  we 
are  doing  now. 

Mr.  DOUGHTON.  Well,  another 
Congress,  of  course,  can  undo  what  we 
are  doing  now.  The  gentleman  knows 
that  this  Congress  cannot  bind  the  next 


Congress.  We  cannot  tell  what  the 
next  administration  will  do.  Of  course 
we  cannot  tell  that. 

Mr.  LYNCH.  Mr.  Chairman,  it  Is  ap¬ 
parent  that  the  gentleman  has  not  done 
any  thinking  on  this  bill  up  to  the 
present  time.  Now,  if  he  has  not  done 
any  thinking  up  to  the  present  time  on 
this  bill,  or  if  he  has  not  read  this  report, 
it  would  seem  to  me  when  he  states  that 
he  has  not  had  an  opportunity  to  present 
his  views,  that  is  not  in  accord  with  the 
actual  situation. 

Mr.  DAVENPORT.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  DAVENPORT.  I  would  like  to 
ask  this  question,  because  I  have  been 
asked  it  so  many  times  back  home.  We 
have  thousands  and  thousands  of  insur¬ 
ance  agents  in  Pittsburgh  and  outside 
salesmen  engaged  in  the  wholesale  trade. 
How  does  this  bill  affect  them? 

Mr.  DOUGHTON.  I  yield  to.  the 
gentleman  from  Arkansas  [Mr.  Mills!. 
He  is  a  lawyer  and  he  knows  more  about 
the  legal  technicalities  of  the  bill  than  I 
do. 

Mr.  MILLS.  It  is  quite  difficult  as  the 
distinguished  chairman  of  our  commit¬ 
tee  knows,  to  answer  a  question  such  as 
the  gentleman  from  Pennsylvania  puts 
with  a  straight  yes  or  no.  The  definition 
of  the  term  “employee”  will  take  in  un¬ 
der  social  security  as  employees  some 
500,000  or  750,000  people  who  would  not 
be  employees  under  the  strict  technical 
terms  of  a  common-law  definition.  It  is 
the  purpose  of  the  committee  as  I  under¬ 
stand  to  take  in  these  outside  salesmen 
for  wholesale  companies  on  a  commis¬ 
sion  basis  as  employees  and  to  take  in 
these  life-insurance  salesmen  that  he  has 
referred  to  on  the  basis  of  being  em¬ 
ployees.  To  say  that  everyone  in  that 
occupation  in  Pittsburgh  would  come  in 
as  an  employee,  no  one  could  do.  It  will 
depend  largely  upon  the  actual  facts  of 
the  relationship,  rather  than  the  tech¬ 
nical,  legal  definition  of  the  common-law 
rule. 

For  the  information  of  the  gentleman 
from  Pennsylvania,  I  suggest  that  he 
read  particularly  pages  81  and  82  of  the 
report. 

Mr.  DOUGHTON.  I  thank  the 
gentleman  from  Arkansas  [Mr.  Mills!. 

The  CHAIRMAN.  The  gentleman 
from  North  Carolina  [Mr.  Doughton! 
has  consumed  1  hour. 

Mr.  COOPER.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  gentleman 
be  allowed  to  continue. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  ROGERS  of  Florida.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  ROGERS  of  Florida.  I  would  like 
to  know  the  interpretation  of  the  com¬ 
mittee  with  reference  to  bringing  self- 
employed  individuals  under  the  provi¬ 
sions  of  this  bill.  I  understand  that  they 
must  pay  up  to  $3,600. 

Mr.  DOUGHTON.  That  is  taxable 
self-employment  income  base.  Any¬ 
thing  above  $3,600  is  not  taxed.  All  up 
to  that  would  be  subject  to  tax,  if  he 
comes  under  the  provisions  of  the  act. 


He  must  have  a  certain  income,  at  least 
$400  a  year,  before  he  is  covered. 

Mr.  ROGERS  of  Florida.  Suppose  an 
individual  makes  $10,000  and  does  not 
want  to  come  in.  Has  he  any  right  to 
elect? 

Mr.  DOUGHTON.  No.  He  has  no 
discretion.  He  ought  to  be  willing  to  pay 
the  small  amount  he  has  to  pay  for  the 
support  of  the  fund  in  order  to  be  eligi¬ 
ble  for  benefits. 

Mr.  ROGERS  of  Florida.  Was  there 
any  evidence  of  a  desire  on  the  part  of 
that  class  to  come  under  this  act? 

Mr.  DOUGHTON.  Yes,  sir. 

Mr.  Chairman,  I  have  described  very 
briefly  the  major  accomplishments  of  the 
present  social-security  law  as  to  old-age 
and  survivors  insurance  and  public  as¬ 
sistance.  Correspondingly,  I  have  set 
forth  the  improvements  which  the  bill 
would  accomplish.  Our  committee  has 
worked  long  and  diligently  on  this  mat¬ 
ter  and  has  done  the  very  best  work 
possible.  What  we  have  done  will  not 
satisfy  everybody — some  will  want  more 
and  some  will  want  less — but  we  do  feel 
that  we  have  set  before  you  a  well-con¬ 
sidered,  financially  sound  plan  which  will 
be  of  great  benefit  to  the  country.  We 
do  not  claim  that  we  have  reached  ulti¬ 
mate  perfection  in  social-security  sys¬ 
tems,  but  we  do  claim  that  we  have  ap¬ 
proached  the  subject  as  fairly  and  prac¬ 
tically  as  humanly  possible  at  this  time. 
Social  security  is  a  matter  which  will 
always  require  continuous  study  and  im¬ 
provement;  but  if  this  measure  is  en¬ 
acted  into  law,  the  United  States  will 
have  a  social-security  system  of  which 
it  can  well  be  proud  and  which  will  be  of 
lasting  benefit  to  the  stability  and  pros¬ 
perity  and  well-being  of  the  Nation. 

The  CHAIRMAN.  The  gentleman 
from  North  Carolina  has  consumed 
1  hour  and  2  minutes. 

Mr.  CHURCH.  Mr.  Chairman,  I  ask 
unanimous  consent  to  extend  my  remarks 
at  this  point  in  the  Record. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  CHURCH.  Mr.  Chairman',  in  this 
period  of  so  much  selfishness,  greed,  and 
disregard  for  others,  it  is  indeed  inspir¬ 
ing  to  learn  of  an  extraordinary  act  of 
heroism  by  a  small  girl  at  the  risk  of  her 
own  life  to  save  the  lives  of  those  she 
loved. 

It  is  with  immeasurable  pride  that  I 
wish  to  call  the  attention  of  the  House  to 
such  love,  devotion,  and  valor  on  the  part 
of  Roberta  Lee  Mason,  only  14  years  of 
age,  who  lives  near  Des  Plaines,  El.  And 
I  take  considerable  pride  in  the  manner 
in  which  the  fine  people  of  this  area 
responded  to  her  unselfish  act. 

She  is  a  member  of  a  family  of  modest 
circumstances.  But  it  is  apparent  from 
her  action  that  in  their  love  and  devotion 
to  each  other  the  family  had  more  than 
all  the  riches  in  the  world  could  bring. 

Although  only  14  years  of  age,  she  was 
left  in  charge  of  the  Mason  children—* 
four  brothers  and  sisters — while  the  par¬ 
ents  were  at  work.  An  explosion  of  an 
oil  burner  sent  flames  racing  through  the 
frame  house,  leaving  little  chance  for 
anyone  to  escape. 
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But  this  little  girl  found  a  way.  Even 
though  her  own  clothing  was  on  fire,  she 
brought  her  brothers  and  sisters  to  safety. 
In  her  outstanding  heroism,  she  suffered 
severe  burns  on  her  hands,  arms,  face 
and  hair,  for  which  she  has  been  hos¬ 
pitalized.  There  are  no  words  that  can 
describe  her  suffering,  as  there  are  no 
words  adequately  to  describe  the  love  and 
unselfishness  that  make  her  an  example 
of  all  that  is  humanly  fine  and  great. 

This  girl’s  deed  touched  the  heart  of 
Des  Plaines  and  the  entire  Chicago  area. 
Without  pay,  a  new  home  was  completed 
for  the  Mason  family  by  all  the  unions 
involved  in  building  construction.  All 
the  building  materials  and  home  furnish¬ 
ings  were  supplied  by  business  concerns. 
I  cannot  recount  how  the  friends,  neigh¬ 
bors  and  strangers  gave  assistance  to  this 
brave  girl  and  her  stricken  family. 
Around  $12,000  was  donated  in  cash  to 
be  put  in  a  trust  fund  for  Roberta  Lee’s 
education. 

This  is  a  remarkable  story,  and  I  con¬ 
sider  it  worthy  of  national  attention.  In 
commemoration  of  this  brave  girl’s  deed  I 
have  introduced  a  bill  authorizing  the 
Postmaster  General  to  issue  a  special 
postage  stamp.  I  hope  that  the  Commit¬ 
tee  on  Post  Office  and  Civil  Service  will 
give  favorable  consideration  to  this  pro¬ 
posed  legislation,  or  th^t  the  Postmaster 
General  will,  by  virtue  of  the  authority  he 
already  has,  proceed  to  have  such  a  stamp 
issued. 

Mr.  Chairman,  in  conclusion  I  should 
like  to  express  mV  commendation  of  the 
city  council  of  Des  Plaines,  Ill.,  who  by 
formal  resolution  brought  this  matter  to 
my  attention  and  suggested  the  resolution 
I  have  introduced. 

[Mr.  JENKINS  addressed  the  Commit¬ 
tee.  His  remarks  will  appear  hereafter 
in  the  Appendix.] 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Nebraska  [Mr.  Curtis]. 

Mr.  CURTIS.  Mr.  Chairman,  my  dis¬ 
sent  from  the  bill  reported  out  does  not 
stem  from  opposition  to  a  liberalized 
social-security  program.  Instead,  it 
arises  from  the  fact  that  the  bill  reported 
out  fails  in  some  major  respects  to  do 
the  very  things  a  liberal  and  effective 
social -security  program  should  do. 

The  old-age  and  survivors  insurance 
program  is  a  grossly  unsound  and  inef¬ 
fective  tool  for  the  social -security  pur¬ 
poses  it  attempts  to  accomplish.  Because 
it  is  so  unsound  and  ineffective  I  cannot 
agree  that  the  mere  extension  of  its  cov¬ 
erage  or  a  mere  numerical  revision  of  its 
benefit  formula,  such  as  the  majority  of 
the  committee  proposes,  can  bring  about 
significant  improvement.  Instead,  the 
very  fundamentals  of  the  program  should 
be  objectively  reexamined,  and  to  the 
extent  that  such  reexamination  indicates 
the  need  for  drastic  overhauling  of  the 
program,  that  overhauling  should  be 
done,  even  though  it  proves  necessary  to 
abandon  completely  those  concepts  on 
which  the  present  program  rests. 

I  should  like  to  outline  what  I  consider 
the  major  shortcomings  of  the  old-age 
and  survivors  insurance  program,  both 
in  its  present  form  and  as  it  would  be 
amended  by  the  reported  bill.  At  the 


same  time  I  shall  indicate  what  I  believe 
is  the  necessary  remedy. 

I.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PRO¬ 
GRAM  FAILS  TO  PROVIDE  AUTOMATIC  BENEFITS 

FOR  THE  MAJORITY  OF  THOSE  PERSONS  WHO 

ARE  IN  NEEDY  CATEGORIES  NOW 

The  program  makes  grandiose  prom¬ 
ises  for  the  future.  Even  with  its  cover¬ 
age  excluding  certain  occupations,  as 
under  the  reported  bill,  the  great  ma¬ 
jority  of  the  aged  population  of  a  half 
century  from  now  will  be  eligible  for  the 
program’s  benefits,  since  most  of  the 
young  men  starting  out  to  work  now  or 
in  recent  years  will  have  full  opportunity 
to  get  the  required  calendar  quarters  in 
covered  employment  at  some  time  dur¬ 
ing  their  working  lifetime.  Most  of  to¬ 
day's  young  women  either  will  similarly 
succeed  in  getting  these  calendar  quar¬ 
ters  or  will  be  married  to  men  who  so 
succeed,  so  that  they,  too,  will  qualify 
for  benefits  either  in  their  own  right  or 
on  behalf  of  their  husbands. 

But  what  of  today’s  older  population? 
Of  the  5,200,000  men  now  aged  65  and 
over,  only  one-third  are  insured  under 
the  program;  and  of  the  5,500,000  women 
of  these  ages,  only  one-fourth  are  either 
insured  themselves  or  are  the  wives  or 
widows  of  insured  men.  This  is  because 
only  those  who  are  still  fortunate  enough 
to  have  remained  at  work  for  much  of 
the  time  since  the  program  actually 
started  in  1937  could  obtain  the  calendar 
quarters  of  employment  needed  to  be  in¬ 
sured  today.  Many  of  the  men  over  65 
today  were  already  too  old  to  be  at  work 
back  in  1937,  or  were  already  disabled 
or  unemployed.  Many  of  the  women  are 
wives  or  widows  of  men  who  had  already 
left  work  by  1937;  in  fact,  many  of 
today’s  widows  had  already  become 
widows  by  that  date  or  before  1940  and 
so  could  not  qualify  for  benefits. 

True,  the  Social  Security  Act  includes 
a  program  of  old-age  assistance  said  to 
be  designed  for  the  benefit  of  those  who 
were  too  old  to  qualify  under  the  insur¬ 
ance  program.  But  old  people  do  not 
want  the  stigma  of  receiving  assistance 
benefits  which  are  based  on  a  needs  test. 
They  want  automatic  benefits,  even 
though  modest  in  amount,  that  they  can 
call  their  own.  The  old-age  assistance 
programs,  even  when  conscientiously 
administered,  have  proved  shamefully 
dishonest  in  their  results.  Some  old 
people  of  the  most  deserving  type  have 
remained  in  need  rather  than  go  on 
assistance.  Other  old  people  have  be¬ 
come  a  burden  upon  their  conscientious 
but  poor  children.  Those  who  get  assist¬ 
ance  benefits  have,  in  some  cases,  con¬ 
cealed  their  assets  in  order  to  qualify  for 
the  benefits;  on  the  other  hand,  hun¬ 
dreds  of  thousands  of  even  more  deserv¬ 
ing  people  have  declined  to  do  this  and 
at  the  same  time  have  suffered  harsh 
deprivations.  Other  deserving  indi¬ 
viduals  without  assets  of  any  kind  have 
finally  had  to  apply  for  this  assistance, 
but  it  has  broken  their  spirit,  destroyed 
their  independence,  and  changed  their 
entire  outlook  on  life. 

The  men  now  aged  65  or  over  who  are 
eligible  for  social-security  insurance 
benefits  come,  by  and  large,  from  the 
more  well-to-do  portion  of  the  aged 
population,  since  these  men  either  have 


worked  recently  or  are  still  working.  If 
we  were  to  remove  from  consideration 
the  more  opulent  one-third  of  the  older 
male  population  and  concern  ourselves 
only  with  the  poorer  two-thirds  who 
might  be  said  to  be  in  the  economic  levels 
of  qualifying  for  public  assistance  in  the 
more  liberal  assistance  States,  we  would 
find  that  probably  only  about  one-fifth 
of  this  poorer  group  have  qualified  for 
benefits  under  the  insurance  program. 
This  indicates  the  degree  to  which  the 
insurance  program  has  failed  to  take 
care  of  those  older  persons  for  whom 
its  benefits  should  be  primarily  available. 

It  is  said  that  the  extension  of  cover¬ 
age,  as  provided  in  the  bill  reported  by 
the  committee,  will  tend  to  remedy  this 
situation.  The  majority  of  those  of 
today’s  old  people  who  are  ineligible  for 
insurance  benefits  are  no  longer  regu¬ 
larly  employed,  so  that  the  mere  exten¬ 
sion  of  coverage  to  those  occupations  not 
now  covered  cannot  help  them.  Such 
extension  of  coverage  may  make  it  even 
more  probable  for  future  generations  of 
old  people  to  become  insured,  but  it  can¬ 
not  take  today’s  old  people  off  public- 
assistance  rolls  or  help  those  old  people 
who  are  now  in  distressing  circumstances 
because  they  cannot  get  insurance  bene¬ 
fits  and  refuse  to  apply  for  public 
assistance. 

What  is  needed  is  an  extension  of 
automatic  benefits — that  is,  benefits 
available  without  a  needs  test — to  the 
millions  of  old  people  who  could  not 
qualify  under  a  wage-record  insurance 
program  and  yet  who,  over  their  past 
working  lifetime,  have  worked  just  as 
faithfully  as  the  more  fortunate  few 
who  now  qualify.  No  other  way  can 
possibly  provide  these  deserved  benefits. 

There  are  those  who  frown  upon  the 
idea  of  paying  every  citizen  an  old-age 
benefit.  These  critics  should  examine 
the  present  program.  Under  this  pro¬ 
gram,  we  are  now  paying  a  privileged 
few,  some  of  whom  are  independently 
wealthy,  amounts  that  are  many,  many 
times  more  than  what  they  have  paid  in. 
Under  our  old-age  assistance  program, 
which  is  part  of  social  security,  one  State 
has  now  on  the  assistance  rolls  8  out  of 
every  10  of  its  inhabitants  over  65  years 
of  age.  Every  taxpayer  in  the  country  is 
helping  to  carry  these  loads. 

What  we  say  of  the  old  people  is 
equally  true  of  the  other  categories  in 
need.  Mere  extension  of  coverage  will 
not  put  onto  the  insurance-benefit  rolls 
those  orphan  children  whose  fathers 
have  already  died.  Should  the  Congress 
decide  to  go  into  the  field  of  permanent 
disability  benefits,  the  method  provided 
for  in  the  bill  of  the  majority  is  unsound, 
costly,  and  very  inequitable  and  unjust. 
Mere  provision  of  disability  insurance  on 
a  wage-record  basis  cannot  put  on  the 
benefit  rolls  the  large  number  of  people 
under  age  65  who  are  now  permanently 
disabled.  It  can  never  help  the  hopeless 
cripple  who  has  been  such  all  his  life. 
The  administration’s  proposal  offers 
nothing  but  relief  for  the  crippled  indi¬ 
vidual  who  as  a  child  never  knew  what 
it  was  to  run  and  play.  It  can  never 
help  the  individual  who  is  stricken  by 
some  dreaded  disease  before  he  reaches 
his  working  age  and  never  gets  the 
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chance  to  hold  a  job.  Such  provisions 
may  help  some  of  the  disabled  of  later 
generations,  but  we  should  not  overlook 
today’s  needy  or  leave  them  to  the  mercy 
of  public  assistance,  if  the  field  of  total 
disability  benefits  is  going  to  be  entered 
by  the  Federal  Government. 

II.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PRO¬ 
GRAM  FAILS  TO  MAKE  THE  MOST  SOCIALLY  AD¬ 
VANTAGEOUS  DISTRIBUTION  POSSIBLE  OF  FUNDS 

AT  ITS  DISPOSAL 

Social -security  funds  are  necessarily 
limited  in  amount,  since  they  depend 
upon  the  amount  of  economic  productiv¬ 
ity  in  the  Nation  and  the  possibility  of 
drawing  off  a  portion  of  this  productivi¬ 
ty  for  social-security  purposes  that  is  not 
too  large  to  injure  the  Nation’s  economic 
health.  Because  of  this  limitation,  it 
is  of  the  utmost  importance  that  these 
funds  be  distributed  wisely. 

But  the  insurance  program  fails  to 
make  this  wise  distribution  because  it  is 
tied  down  by  the  concept  that  benefit 
amounts  should  vary  directly  with  the 
worker’s  former  wage  level.  This  con¬ 
cept  of  the  higher  the  wage,  the  higher 
the  benefit  has  generally  been  rational¬ 
ized  on  the  ground  that  a  greater  wage 
loss  is  suffered  when  a  higher  paid 
worker  dies  or  retires  than  when  a 
lower  paid  worker  does.  But  I  feel  that 
this  concept  results  in  a  maldistribution 
of  social-insurance  funds  and  ignores 
the  important  fact  that  the  higher  paid 
worker  should  be  expected  to  accumu¬ 
late  far  greater  resources  than  the  lower 
paid  with  which  to  supplement  his  so¬ 
cial-insurance  benefit.  In  fact,  this  con¬ 
cept  is  so  inconsistent  with  the  social-in¬ 
surance  objective  set  forth  above,  that 
the  reverse  concept  of  the  lower  the 
wage,  the  higher  the  benefit  would  be 
more  nearly  correct. 

It  is  my  belief  that  benefits  should  be 
uniform  in  amount  and  independent  of 
previous  wage  history.  A  system  pro¬ 
viding  uniform  benefits  would  recognize 
the  fact  that  since  the  amounts  avail¬ 
able  for  social  security  are  necessarily 
limited  in  total,  it  is  far  better  to  di¬ 
vide  up  these  amounts  without  discrimi¬ 
nation  than  to  pinch  one  man’s  benefit 
in  order  to  deal  more  generously  with  an¬ 
other  man. 

Asocial -security  system,  subsidized  as 
it  intrinsically  is  from  public  funds, 
should  not  be  the  medium  for  continu¬ 
ing  the  higher  paid  worker’s  differential 
in  living  standard  over  that  of  his  lower 
paid  fellow  citizen.  It  is  the  function  of 
the  higher  paid  man’s  greater  personal 
resources  to  provide  a  supplemental  ben¬ 
efit  for  the  purpose  of  continuing  this 
differential.  While  the  higher  paid  man 
may  not  wish  to  make  such  provision,  he 
has  the  choice  to  do  so.  And  he  has  a 
choice  of  methods  by  which  to  do  it.  If 
he  prefers  not  to  use  private  channels, 
such  as  thrift  or  insurance  organizations, 
or  union  or  other  cooperative  funds,  he 
should  have  the  opportunity  of  using 
public,  but  not  subsidized,  channels. 

A  claim  which  has  been  made  for  the 
variable  benefit  concept  is  that  under  it 
are  reflected  geographic  differences  in 
living  costs.  This  claim  can  hardly 
be  taken  seriously  since  benefit  varia¬ 
tions  within  almost  any  fair-size  town 
will  be  much  greater  than  variations  in 


benefit  averages  as  between  different 
towns  or  different  parts  of  the  country. 
It  has  been  well  established  that  varia¬ 
tions  in  average  expenditures  between 
one  locality  and  another  reflect  varia¬ 
tions  in  living  standards  much  more  than 
they  do  variations  in  living  costs.  And 
to  the  extent  that  an  individual’s  need 
for  a  higher  benefit  is  due  to  a  genuine 
local  variation  in  living  cost,  it  is  the 
function  of  his  own  community  or  State, 
whose  increased  living  cost  is  matched 
by  increased  fiscal  capacity,  to  make  up 
that  benefit  differential  to  him  by  means 
of  State-financed,  public  assistance,  and 
not  the  function  of  the  Nation-wide  so¬ 
cial-security  program. 

The  benefit  differential  cannot  be  jus¬ 
tified  on  the  ground  of  individual  equity. 
Primary  insurance  benefits  which  would 
be  awarded  in  1950  under  the  bill  pro¬ 
posed  here  by  the  majority,  for  a  worker 
who  has  been  steadily  employed  at  an 
average  of  $250  a  month,  are  $16  a  month 
greater  than  the  benefits  for  a  worker 
steadily  employed  at  $100  a  month.  Yet, 
less  than  $2.47  differential  in  primary 
benefit  amounts  can  be  justified  actu- 
arially  by  the  higher  contributions  of 
the  $250-a-month  man.  In  other  words, 
the  higher-paid  man  has  paid  for  $2.47 
more  in  benefits  but  receives  $16  more  in 
benefits.  This  small  actuarially  justi¬ 
fied  differential  is  due  in  part  to  the  new¬ 
ness  of  the  program,  for,  at  present,  con¬ 
tributions  pay  only  a  small  part  of  the 
benefit  costs.  But  it  is  doubtful  whether, 
even  in  the  long  run  and  under  the 
higher  contribution  rates  of  the  commit¬ 
tee  bill,  the  differential  in  employee  con¬ 
tributions  will  ever  justify  the  differen¬ 
tial  in  benefits  between  the  lower-paid 
and  the  higher-paid  worker.  While  it  is 
true  that  the  higher-paid  worker  derives 
a  benefit  which  is  lower  relative  to  his 
previous  earnings  than  that  of  the  lower- 
paid  worker,  and  also  that  the  higher- 
paid  worker  pays  a  larger  relative  share 
of  the  cost  of  his  benefits  than  does  the 
lower-paid  worker,  the  important  fact  is 
that  the  higher-paid  worker  derives  a 
greater  dollar  profit  than  the  lower-paid 
worker. 

A  case  in  point  showing  that  the  pres-, 
ent  system  does  not  make  a  proper  social 
distribution  of  funds  is  that  of  the  cor¬ 
poration  official,  whose  salary  is  some¬ 
where  above  $250  a  month,  who  has  been 
under  social  security  since  it  started,  who 
retired  in  1949,  and  whose  wife  is  the 
same  age.  Under  existing  law,  this,  hus¬ 
band  and  wife  are  drawing  $67.80.  This 
man  has  paid  into  the  trust  fund  a  total 
in  his  lifetime  of  $390,  or  less  than  the 
amount  that  he  and  his  wife  are  drawing 
out  in  6  months.  The  measure  before  us 
would  raise  this  man’s  benefits  to  $64.40 
and  the  wife’s  benefits  to  $32.20  or  a  total 
of  $96.60.  This  increase  is  given  to  them 
without  any  needs  test. 

The  pending  measure  so  departs  from 
a  social  program  as  to  make  the  insur¬ 
ance  benefits  for  an  orphan,  in  some  in¬ 
stances,  conditioned  on  whether  or  not 
that  orphan  was  born  in  wedlock;  yet, 
this  same  program  makes  possible  old- 
age-retirement  benefits  as  a  matter  of 
right  to  the  professional  gambler  or  any 
other  person  who  makes  his  livelihood  in 
an  unlawful  enterprise. 


A  widow,  whose  husband  was  not  un¬ 
der  social  security,  or  whose  husband 
died  prior  to  1940,  receives  no  payments 
from  the  Federal  Government  without 
going  on  relief. 

Take  another  case  of  a  young  lady 
who,  upon  reaching  her  majority,  gives 
up  her  career  and  her  opportunity  for 
marriage,  to  care  for  her  invalid  mother. 
Suppose  the  mother  lives  until  she  is  80, 
and  by  that  time  the  small  resources  of 
the  family  are  exhausted.  This  daughter 
will  never  be  entitled  to  any  social-secu¬ 
rity  payments  as  a  matter  of  right  based 
on  a  wage  record.  She  can  only  look  to 
relief. 

A  system  of  uniform  benefits  would 
remove  these  inequities  and  correct  this 
socially  adverse  distribution. 

III.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE 

PROGRAM  FAILS  TO  PROVIDE  THE  FLEXIBILITY 

NECESSARY  TO  KEEP  ITS  BENEFITS  IN  LINE 

WITH  SOCIAL  AND  ECONOMIC  CHANGES 

A  major  purpose  of  the  committee  bill 
is  that  of  adjusting  the  benefits  of  the 
insurance  program  to  meet  the  changes 
in  living  costs  which  have  transpired 
since  the  present  law’s  benefit  formula 
was  adopted.  I  cannot  view  the  remedy 
as  a  satisfactory  one,  and  I  view  the  very 
problem  as  evidence  of  the  program’s 
basic  unsoundness. 

Can  the  benefit-formula  revision  of  the 
committee  bill,  coupled  with  the  special- 
adjustment  schedule  for  benefits  already 
on  the  rolls,  rectify  the  benefit-wage  re¬ 
lationship  for  a  substantial  number  of 
years  to  come?  Obviously  not.  In  view 
of  the  constantly  changing  levels  of 
prices  and  wages,  the  revision  would  only 
be  a  temporary  expedient.  If  wage  and 
price  levels  fall  substantially  in  future 
years,  the  ratio  of  benefits  to  wages  could 
be  disastrously  high,  both  socially  and 
economically.  The  more  probable  long¬ 
term  trend,  however,  is  upward,  and  not 
many  years  may  elapse  before  this  trend 
will  give  rise  to  a  demand  for  further 
adjustment.  It  should  be  remembered, 
too,  that  the  real  urgency  in  such  times 
is  that  of  the  situation  of  those  who  will 
already  be  on  the  beneficiary  rolls.  Those 
who  will  still  be  working  will  see  their 
benefit  amount  (as  it  appears  on  paper) 
rise  somewhat  with  rising  wage  levels 
and  can,  of  course,  hope  that  Congress 
will  make  further  revision  in  the  benefit 
formula  before  their  retirement  or  death. 

Does  not  this  need  for  continual  revi¬ 
sion  of  the  benefit  formula,  and  in  par¬ 
ticular  the  even  more  urgent  need  for 
repeated  special-adjustment  schedules 
for  benefits  for  those  already  on  the  rolls, 
point  clearly  to  the  absurdity  of  basing 
benefits  on  wage  histories?  Will  it  not, 
in  fact,  soon  make  a  shallow  mockery  of 
the  claim  that  benefits  are  based  on  wage 
histories?  Can  a  social-insurance  sys¬ 
tem  presume  to  meet  social  needs  of  the 
future  on  the  basis  of  records  of  the  past 
and  present?  Not  only  in  terms  of  bene¬ 
fit  levels  but  also  in  terms  of  various  other 
economic  and  social  factors,  we  are  pow¬ 
erless  to  outline  properly  tomorrow's 
needs  and  to  promise  benefits  accord¬ 
ingly.  A  retirement  age  of  65,  for  ex¬ 
ample,  may  well  become  obsolete  in  a 
future  population  whose  age  composition 
and  health  characteristics  could  be  such 
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that  65  would  be  too  low  an  age,  both 
biologically  and  economically,  for  super¬ 
annuation. 

A  private  insurance  company  or  a  pri¬ 
vately  funded  pension  system  cannot 
readily  do  other  than  to  promise  those 
now  insured  or  covered  in  such  company 
or  system  specific  future  benefits  depend¬ 
ent  upon  present  premiums  or  contribu¬ 
tions,  which  in  turn  may  be  dependent 
upon  present  income  levels.  But  a 
social-insurance  system  need  not  have 
the  limitation  of  this  inflexibility.  And, 
in  fact,  this  very  limitation  on  the  part  of 
private  insurance  and  private  pensions 
makes  it  the  more  urgent  that  social  in¬ 
surance  possess  the  flexibility  to  be  au¬ 
tomatically  adaptable  to  economic  and 
social  change. 

As  will  be  shown  further  on,  this  flexi¬ 
bility  does  not  connote  instability;  nor 
need  it  be  achieved  through  the  medium 
of  public  assistance.  In  fact,  today’s 
dual  system  of  Federal  insurance  bene¬ 
fits  for  the  selected  few  and  Federai- 
supported  public  assistance  for  many  of 
the  remainder  is  responsible  for  much  of 
today’s  instability.  At  the  present  time 
the  average  old-age  assistance  monthly 
payment  exceeds  the  average  primary 
insurance  benefit  by  about  $18.  The 
passage  of  this  measure  would  probably 
put  the  insurance  benefit  amount  in  the 
lead,  but  the  race  would  only  have  begun. 
The  insurance  beneficiary,  misled  into 
thinking  he  has  paid  for  his  own  benefit, 
is  resentful  of  the  assistance  recipient’s 
receiving  a  comparable  amount  without 
having  paid  contributions  toward  it;  and 
the  latter,  who  suspects  the  actual  truth 
that  the  insurance  beneficiary  has  paid 
only  an  infinitestimal  portion  of  the  cost 
of  his  benefit,  rightly  resents  the  fact 
that  he  himself  has  had  to  submit  to  a 
needs  test  in  order  to  get  assistance. 
The  two  systems  will  therefore  compete 
with  each  other  for  increasing  political 
favor,  and  this  competition,  combined 
with  the  extreme  long-range  cost  in¬ 
creases  inherent  in  the  measure  before 
us,  eould  prove  to  be  a  major  inflationary 
factor  in  the  Nation’s  economy. 

Under  the  present  system,  this  Gov¬ 
ernment  is  saying  to  a  young  man  21 
years  of  age  that  they  will  pay  him  a 
definite  amount  upon  retirement  at  his 
retirement  age.  He  is  not  only  promised 
the  exact  amount  that  he  will  receive 
upon  retirement,  if  his  age  is  then  65,  but 
how  much  he  will  receive  each  month  if 
he  lives  to  be  90.  What  the  price  level 
will  be  at  the  time  he  is  90,  what  he  will 
need,  or  what  the  taxpayers  can  afford 
to  pay  at  that  time,  are  all  factors  that 
are  totally  disregarded.  What  will  hap¬ 
pen  is  that  future  Congresses  will  have 
to  revise  his  benefit  formula.  What, 
then,  is  the  value  of  all  these  wage  rec¬ 
ords?  Why  maintain  a  huge,  staggering 
bureaucracy  to  maintain  wage  records 
that  will  have  to  be  disregarded  later? 

On  frequent '  occasions  Congress  has 
voted  a  very  costly  program,  such  as  in 
the  field  of  veterans’  legislation  or  hous¬ 
ing,  There  is  an  end  to  such  programs. 
They  do  expire.  There  is  no  end  to  our 
social-security  program.  It  runs  into 
perpetuity.  We  bind  oncoming  genera¬ 
tions  to  pay  untold  billions  of  dollars  not 


only  50  years  from  now,  or  100  years  from 
now,  but  so  long  as  the  Government  of 
the  United  States  stands.  It  is  totally 
unmoral. 

Let  us  permit  our  children  and  our 
grandchildren  to  decide  how  much  per 
year  they  of  their  generation  will  pay  for 
social  security.  We  should  not  bind  them 
by  contract  to  pay  untold  billions  each 
year,  as  the  present  system  does.  The 
right  of  self-government  means  not  only 
freedom  from  kings,  tyrants,  and  dic¬ 
tators,  but  it  means  freedom  from  the 
past. 

IV.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE 

PROGRAM  IS  ABSOLUTELY  LACKING  IN  SOUND 

FINANCIAL  STRUCTURE 


For  the  old-age  and  survivors  insur¬ 
ance  program  to  be  truly  effective,  it 
must  not  only  be  effective  now  but  also 
give  the  assurance  of  being  effective  in 
the  future.  Such  assurance  cannot  pos¬ 
sibly  be  given,  it  seems  to  me,  when,  as 
in  the  case  of  either  the  present  law  or 
the  measure  before  us,  the  following  con¬ 
ditions  are  present: 

First.  Annual  benefit  disbursements  of 
future  years  will  be  vastly  greater  than 
those  of  the  immediate  future,  in  fact, 
possibly  10  or  more  time  as  great,  due 
primarily  to  the  fact  that  the  number  of 
beneficiaries  will  greatly  increase. 

The  committee’s  actuary  advises  me 
that  the  best  estimated  cost  of  our  old- 
age  a,nd  survivors  and  disability  insur¬ 
ance  program  for  future  years  is  as  fol¬ 


lows: 

In  10  years  the  annual  cost  will  be 
$3,800,000,000. 

In  20  years  the  annual  cost  will  be 
$6,200,000,000. 

In  30  years  the  annual  cost  will  be 
$8,400,000,000. 

In  40  years  the  annual  cost  will  be 


the  annual  cost  will  be 
the  annual  cost  will  be 
the  annual  cost  will  be 


$10,600,000,000. 

In  50  years  the  annual  cost  will  be 
$11,700,000,000. 

The  above  is  based  upon  the  limited 
coverage  that  we  will  have  after  the 
pending  bill  becomes  law.  Should  the 
coverage  be  made  universal,  our  actuary 
advises  me  that  the  best  estimated  cost 
would  be  as  follows: 

In  10  years  the  annual  cost  will  be 
$4,200,000,000. 

In  20  years 
$6,800,000,000. 

In  30  years 
$9,500,000,000. 

In  40  years 
$11,900,000,000. 

In  50  years  the  annual  cost  will  be 
$13,000,000,000. 

The  foregoing  tables  make  no  allow¬ 
ance  for  possible  liberalization  of  benefits 
which  may  be  made  in  the  future. 

Second.  No  definite  scheme  for  meet¬ 
ing  these  greatly  increasing  costs  has 
been  established.  The  alleged  reserve 
now  in  the  trust  fund  is  already  $7,000,- 
000,000  short,  and  the  program  is  new. 

Third.  Proposed  combined  rates  of  em¬ 
ployer  and  employee  contributions  are  so 
small  that  acturial  costs  are  not  met  even 
with  respect  to  the  youngest  workers  now 
covered,  for  whom  contributions  will  be 
paid  throughout  their  working  lifetime. 

In  addition  to  the  above  conditions, 
which  spell  uncertainty  for  the  program’s 


future,  the  following  conditions  also  seem 
incorrect  for  a  social-insurance  program : 

Fourth.  The  present  tax  structure  is 
highly  regressive. 

Fifth.  Incomplete  coverage,  by  which  I 
mean  not  only  incomplete  coverage  of 
the  working  population  but  more  particu¬ 
larly  the  exclusion  from  benefits  of  most 
of  those  now  old,  disabled,  or  orphaned, 
means  that  the  cost  of  employer  con¬ 
tributions  and  eventual  Government  sub¬ 
sidy  are  borne  by  those  who  cannot  bene¬ 
fit  from  the  program. 

The  fact  that  the  cost  of  the  program 
will  so  greatly  increase  over  future  years, 
or  rather  that  the  number  of  benefi¬ 
ciaries  is  so  small  now  as  compared  to 
future  years,  is  unfortunate  in  a  number 
of  respects.  It  signifies  the  fact,  as  indi¬ 
cated  at  the  beginning  of  this  report, 
that  the  program  is  not  doing  its  job  now 
and  will  not  be  for  some  decades  to  come. 
But  it  also  means,  I  am  convinced,  that 
no  suitable  method  of  financing  can  be 
found.  To  adopt  a  method  requiring 
contributions  of  the  level  actuarial  type 
would  be  a  political  impossibility,  and 
even  if  it  could  be  achieved  it  would  have 
the  adverse  effect  that  in  the  early  years 
of  the  program  much  more  would  be 
taken  out  of  the  Nation’s  economy  than 
would  be  put  back  into  it  in  the  form  of 
benefits.  On  the  other  hand,  not  to  re¬ 
quire  level  actuarial  contributions  would 
mean,  as  is  now  the  case,  that — even 
with  respect  to  the  youngest  workers — 
benefit  costs  would  be  un4erfunded  and 
the  public  would  have  no  real  apprecia¬ 
tion  of  the  true  costs  of  the  program. 

Another  objection  to  a  program  in 
which  the  number  of  beneficiaries  is 
much  smaller  in  the  early  years  than  in 
the  later  years  is  that,  regardless  of  what 
financing  method  is  adopted,  there  will 
be  an  uncontrollable  tendency  toward 
undue  liberalization  of  individual  benefit 
amounts.  With  only  relatively  few  bene¬ 
ficiaries  on  the  rolls  now  and  in  the  im¬ 
mediate  future,  it  is  only  too  simple  a 
matter  to  propose  that  individual  benefit 
rates  be  approximately  doubled;  that 
primary  benefit  amounts  in  excess  of 
$100  a  month  be  promised,  as  well  as 
combined  husband-and-wife  amounts  of 
$150  a  month.  With  only  a  relatively 
small  number  of  present  beneficiaries 
and  with  present  benefit  disbursements 
far  below  contribution  receipts,  the  abil¬ 
ity  to  fulfill  these  promises  over  the  next 
few  years  seems  to  be  all  that  matters, 
and  the  tremendous  future  cost,  which 
will  result  when  there  is  a  much  larger 
number  of  persons  for  whom  we  have 
made  commitment  of  these  benefit 
amounts,  is  too  easily  ignored. 

I  insist  that  a  realistic  program  be 
established  in  which  the  number  of  bene¬ 
ficiaries  now  will  be  at  least  comparable 
to  the  number  in  the  future.  Under  such 
a  program,  careful  thought  would  neces¬ 
sarily  be  given  to  any  liberalization  of 
benefit  amounts,  for  the  cost  of  any  such 
liberalization  would  be  felt  immediately. 

Under  such  a  plan,  disbursements 
from  the  program  would  require  match¬ 
ing  by  incoming  revenue,  either  over 
each  year  or  over  a  short  period  of  years, 
thus  affording  a  definite  program  of 
financing. 
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It  has  been  frequently  pointed  out  that 
those  now  in  receipt  of  primary  insur¬ 
ance  benefits  under  the  program  have 
paid  but  a  very  small  portion  of  their 
cost.  Of  the  primary  beneficiaries  now 
on  the  rolls,  virtually  none  have  paid 
more  than  $100  in  employee  contribu¬ 
tions,  some  have  paid  less  than  $10,  and 
the  average  amount  of  total  employee 
contributions  for  these  benefits  has  been 
less  than  $150.  Yet  the  actuarial  value 
of  the  benefits,  as  of  the  time  of  the 
beneficiary’s  being  placed  on  the  benefit 
rolls,  has  averaged  about  $3,000,  and  if 
allowance  were  made  for  the  value  of 
possible  wife’s  and  other  benefits,  the 
value  would  be  much  greater.  While 
over  the  long  run  employee-contribution 
totals  will  become  much  higher  than  at 
present,  they  will  not  pay  for  a  signifi¬ 
cant  portion  of  benefit  costs. 

Let  us  consider  the  case  of  a  man  who 
is  now  40  years  of  age.  Let  us  assume 
that  he  has  been  under  old-age  and  sur¬ 
vivors’  insurance  since  it  started  in  1937, 
that  he  and  his  wife  are  the  same  age, 
and  that  both  will  reach  65  at  the  same 
time.  We  will  also  assume  that  his  aver¬ 
age  monthly  wage  has  been  $200.  This 
man  will  have  paid  in  in  taxes  according 
to  the  schedule  in  present  law  the  sum  of 
$1,440,  and  his  employer  a  like  amount,  or 
a  total  of  $2,830. 

This  amount  would  have  purchased 
him  a  monthly  benefit  of  $14.10  on  an 
actuarial  basis.  However,  under  existing 
law  he  would  draw  $47.95  a  month  and 
his  wife  would  draw  $23.98,  or  a  total  of 
$71.93.  In  less  than  3J/2  years  he  and  his 
wife  would  draw  out  everything  that  he 
and  his  employer  have  paid  in,  even 
though  he  would  have  been  covered  for 
37  long  years.  The  actuaries  say  that  the  * 
total  value  of  all  these  benefits  under 
existing  law  is  $9,770.  Under  the  pend¬ 
ing  measure  his  benefits  will  be  raised  to 
$71.10  a  month,  his  wife’s  to  $35.60  a 
month,  or  a  total  of  $106.70  a  month. 

•  Now  let  us  take  the  case  of  a  much 
older  man,  one  who  reached  65  years  of 
age  on  January  1  of  this  year,  and  has 
been  under  social  security  since  it  started, 
at  an  average  monthly  wage  of  $100.  We 
will  also  assume  that  his  wife  is  the  same 
age.  This  man  has  only  paid  in  a  total 
of  $144  in  taxes  and  his  employer  has 
paid  a  like  amount.  Actuarially,  this 
would  have  purchased  for  him  a  monthly 
benefit  of  only  $1.45.  Under  the  present 
law  he  receives  $28  a  month  as  long  as 
he  lives  and  his  wife  receives  $  14.  Should 
his  wife  live  longer  than  he  does,  she  will 
draw  $21  a  month  as  long  as  she  lives. 

The  actuarial  value  of  this  man’s  bene¬ 
fits  is  $3,460  and  the  wife’s  and  widow’s 
benefit  is  $2,240  or  a  total  actuarial  value 
of  $5,700.  This  is  provided  at  a  cost  to 
the  man  and  his  employer  of  $288.  The 
measure  before  us  will  raise  this  man’s 
monthly  benefit  to  $49  a  month  and  his 
wife’s  benefit  to  $24.50  a  month,  and  if  he 
dies  first  the  widow  will  then  receive 
$36.80  a  month— all  of  this  for  the  total 
cost  of  $288. 

The  proponents  of  the  present  pro¬ 
gram,  as  liberalized  by  the  pending  meas¬ 
ure,  claim  to  prefer  insurance  payments 
to  assistance,  and  a  contributory  pro¬ 
gram  to  a  noncontributory  one.  What 
they  propose,  however,  is  just  the  reverse 


of  this  stated  preference.  They  favor  a 
program  which  would  leave  for  large 
numbers  of  needy  persons  only  needs- 
test  assistance,  while  at  the  same  time 
favoring  others  with  virtually  noncon¬ 
tributory  insurance  benefits.  A  plan 
which  would  provide  automatic  benefits 
for  all  those  now  old,  or  otherwise  en¬ 
titled  to  benefits,  would  require  the  por¬ 
tion  of  the  population  now  working  to 
pay  a  cost  equivalent  to  the  value  of  their 
own  benefits,  and  such  a  plan  would 
therefore  be  contributory  in  its  effect. 
The  generation  now  working  would  be 
paying  for  the  benefits  of  those  now  old— 
or  the  survivors  of  those  now  dead — 
with  the  assurance  that  when  they  be¬ 
come  old  their  benefits — or  if  they  are 
then  dead,  the  benefits  to  their  sur¬ 
vivors — would  be  paid  for  by  the  genera¬ 
tion  then  working.  Such  a  program,  I 
feel,  would  be  both  sound  socially  and 
sound  financially. 

I  submit  that  in  any  given  year,  those 
individuals  who  are  so  blessed  as  to  have 
a  job  and  good  health  so  that  they  can 
produce,  should  carry  the  load  for  those 
unable  to  produce  for  themselves  in  that 
particular  year,  that  the  cost  should  be 
paid  in  full  in  that  year,  and  that  when 
the  year  closes,  nothing  is  owed  and 
nothing  is  promised. 

Such  a  method  will  eliminate  this  huge 
bureaucracy  now  administering  social  se¬ 
curity,  it  will  eliminate  the  use  of  a  costly 
and  useless  system  of  wage  records,  and 
it  will  not  be  committing  future  genera¬ 
tions  of  taxpayers  of  20  years,  50  years, 
or  70  years  from  now,  to  the  untold  bil¬ 
lions  to  which  the  present  system  is  com¬ 
mitting  them. 

I  propose  a  program  of  modest  benefit 
amounts,  one  that  could  be  borne  by  a 
present  tax  rate  not  much  greater  in  total 
effect  than  the  cost  of  Federal  grants  for 
public  assistance  plus  the  combined 
amounts  of  employer  and  employee  con¬ 
tributions  at  present.  But  I  would  pre¬ 
fer  that  this  tax  be  in  the  form  of  an 
addition  to  the  current  normal  income 
tax  rates.  The  pay-roll  tax,  as  noted 
above,  is  regressive  in  effect.  The  em¬ 
ployer  portion  of  the  pay-roll  tax  can 
probably  be  adequately  justified  for 
financing  hazards  directly  related  to  cur¬ 
rent  employment,  such  as  loss  of  wages 
due  to  temporary  absence  from  work, 
but  we  cannot  see  its  rationale  as  a  meth¬ 
od  for  financing  long-term  benefits  re¬ 
lating  to  the  one-time  hazards  of  death, 
or  old  age. 

How  much  can  the  Nation  spend  in 
any  1  year  for  social  security?  If  we 
pay  our  social-security  bill  each  year  as 
we  go,  and  a  specific  tax  is  levied  for 
that  purpose,  the  taxpayers — through 
the  powerful  medium  of  public  opin¬ 
ion — will  prevent  those  payments  from 
getting  too  high.  On  the  other  hand, 
the  aged,  the  orphaned,  and  the  wid¬ 
owed,  likewise  can  exert  a  great  influ¬ 
ence  on  public  opinion  and  thus  pre¬ 
vent  benefits  from  becoming  too  low. 
These  two  forces  should  balance  each 
other.  This  is  not  accomplished  under 
the  present  program  because  of  its  cum¬ 
bersomeness,  alleged  reserve  system,  and 
the  binding  commitments  it  makes  on 
future  generations. 
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V.  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  PRO¬ 
GRAM  IS  ADMINISTRATIVELY  COMPLEX 

Under  the  present  law,  it  is  claimed, 
the  wage-record  system  has  worked  well 
and  with  little  cost  in  comparison  with 
the  benefits  of  the  program.  Yet  it  ap¬ 
pears  that  the  system  is  a  wasteful  one 
if,  as  I  believe,  a  program  at  least  as  sat¬ 
isfactory  can  be  developed  without  the 
use  of  wage  records.  Moreover,  even 
though  the  most  modern  labor-saving 
devices  have  been  applied  in  the  opera¬ 
tion  of  the  wage-record  system,  the  cost 
is  substantial. 

Let  us  consider  how  a  wage  record  is 
used  in  our  present  social-security  law. 
If  a  young  lady  18  years  of  age  goes  to 
work  in  an  office,  she  must  apply  for  and 
receive  a  social-security  number.  Every 
time  her  employer  pays  her  he  deducts 
her  tax  and  adds  the  employer’s  tax  and 
sends  a  record  of  this  tax  and  wage  paid, 
to  the  Government.  The  Social  Security 
Administration  opens  an  account  for  her 
and  the  taxpayers  must  employ  Govern¬ 
ment  workers  to  handle,  preserve,  and 
maintain  that  record,  probably  for  70  or 
80  years.  This  young  lady  may  work  a 
few  months  and  get  married.  Years  later 
she  may  go  back  to  work  for  a  month  or 
two,  further  social-security  taxes  are 
paid  and  a  further  report  of  wages  paid; 
this  results  in  some  more  expensive  Gov¬ 
ernment  bookkeeping.  She  may  work 
periodically  several  times  during  her  life 
but  never  enough  to  qualify  for  old-age 
insurance.  Yet  the  taxpayers  must 
maintain  this  expensive  wage  record  for 
her. 

Or  take  the  case  of  a  man  who  starts 
to  work  and  works  continuously,  the 
keeping  of  his  wage  record  by  the  Gov¬ 
ernment  is  expensive.  It  is  very  likely 
that  several  times  before  he  dies  the  cost 
of  living  and  prices  generally  will  change 
to  the  extent  that  the  benefits  that  he  is 
to  receive  have  to  be  changed,  thereby 
rendering  these  past  wage  records  en¬ 
tirely  useless.  We  must  also  not  forget 
that  many  very  fine  citizens,  who  lead 
productive  lives  and  make  their  contri¬ 
bution  to  society,  never  have  a  wage  rec¬ 
ord.  It  is  exceedingly  difficult,  and  in 
some  cases  almost  impossible,  to  apply 
the  present  program  to  those  citizens. 

Approximately  8,000  of  the  15,000  em¬ 
ployees  engaged  in  the  administration 
of  the  present  program  are  directly  con¬ 
cerned  either  with  the  enforcement  of 
the  pay-roll  tax  or  the  processing  of  the 
quarterly  employer  reports  and  the 
maintenance  of  the  many  millions  of 
wage  accounts.  Practically  all  of  these 
operations,  and  some  portions  of  the  re¬ 
maining  operations,  could  be  dispensed 
with,  if  benefits  were  independent  of 
wage  records. 

Under  extension  of  coverage,  the  ad¬ 
ministrative  effort  required  in  employ¬ 
ment-tax  enforcement  will  be  greatly  in¬ 
creased,  and  the  percentage  increase  in 
administrative  costs  will  be  much  greater 
than  the  percentage  increase  in  the  num¬ 
ber  of  persons  covered.  The  definition 
of  the  term  “employee,”  which  proved 
so  difficult  for  the  committee,  and  the 
definitions  of  “covered  wages”  and  “self- 
employment  income,”  likewise  difficult, 
are  problems  which  are  not  necessary  if 
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we  follow  a  system  that  is  not  based  upon 
wage  records. 

On  the  other  hand,  financing  old-age 
and  survivors  insurance  benefits  by  an 
income  tax  method,  without  wage  rec¬ 
ords,  would  not  only  eliminate  the  above 
costs  but  would  add  practically  no  cost 
to  the  present  expense  of  collecting  in¬ 
come  taxes. 

CONCLUSION 

I  have,  in  the  foregoing,  presented  only 
some  general  ideas  of  how  I  would  over¬ 
haul  the  insurance  program.  To  put 
these  ideas  in  somewhat  more  concrete, 
but  not  at  all  final,  form,  I  am  submit¬ 
ting  the  following  outline  of  tentative 
benefit  proposals: 

First.  Payment  of  old-age  benefits  to 
all  citizens  who  have  reached  retirement 
age  or  over,  to  the  widows  of  deceased 
citizens,  and  to  their  orphaned  children 
under  age  18. 

Second.  Payments  within  each  cate¬ 
gory  (aged,  orphaned,  and  so  forth)  to 
be  uniform  in  amount,  though  amounts 
for  different  categories  may  differ. 

Third.  No  needs  test  or  work  clause, 
except  that  pther  Federally  supported 
benefits  programs  would  be  offset. 

Fourth.  Federal  grants-in-aid  for  old- 
age  assistance  and  aid  to  dependent 
children  would  cease,  and  all  such  assist¬ 
ance  payments  would  be  State  financed. 

Fifth.  Benefits  provided  would  be 
financed  by  addition  of  a  flat  percent¬ 
age  rate,  especially  designated  in  the  re¬ 
turn,  to  the  normal  income  tax  rate. 

Sixth.  Benefit  amounts  would  be  in¬ 
cluded  as  taxable  income  in  the  ordi¬ 
nary  income-tax  return.  This  would 
discourage  many  who  do  not  need  it 
from  applying  for  the  benefits;  at  the 
same  time,  evils  of  the  present  system 
would  be  eliminated  and  the  costly 
burden  of  supporting  thousands  and 
thousands  of  welfare  workers,  inspect¬ 
ors,  record  offices,  and  the  like  would  be 
eliminated. 

I  would  repeat,  however,  my  earlier 
statement  that  such  overhauling  must  be 
preceded  by  an  objective  and  thorough 
reexamination,  such  as  has  not  been 
done  to  this  time.  I  do  not  disparage  the 
work  of  previous  congressional  groups  on 
this  subject,  and  particularly  not  the 
work  of  the  present  Ways  and  Means 
Committee,  which  is  to  be  congratulated 
on  its  rejection  of  some  of  the  most  ex¬ 
travagant  and  visionary  proposals  con¬ 
tained  in  the  original  administration  re¬ 
quest  for  legislation.  The  committee  has 
perhaps  done  the  job  as  well  as  possible 
by  patching  up  a  hopeless  program,  and 
trying  to  make  an  untenable  program 
work. 

On  th6  other  hand,  with  due  regard  to  . 
the  high  caliber  and  public  spirit  of  the 
individuals  comprising  the  various  ad¬ 
visory  councils  on  social  security,  I  feel 
it  regrettable  that  these  councils  have 
not  been  able  to  make  more  thorough  re¬ 
examination  of  fundamentals.  Each 
council  has  been  made  up  of  individuals 
who  were  experts  in  their  own  outside 
fields  and  who,  being  extremely  busy 
men  in  these  outside  fields,  could  not 
take  the  necessary  time  to  make  such  re¬ 
examination;  consequently,  acceptance 
of  the  proposals  developed  by  the  Social 
Security  Administration  staff  members 


became  an  almost  inevitable  course.  I 
feel  that  a  study  should  be  made  by  a 
group  consisting  largely  of  persons  who 
can  devote  full  time  for  several  months 
to  the  work,  who  are  largely  technicians 
in  this  field,  and  who  at  the  same  time 
are  fully  independent  of  administration 
pressure.  Only  in  this  way  can  a  wholly 
objective  and  thorough  chart  be  laid  for 
future  development. 

(Mr.  CURTIS  asked  and  was  given 
permission  to  revise  and  extend  his  re- 
marks  ) 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Michigan  [Mr.  LesinskiL 

Mr.  LE SIN SKI.  Mr.  Chairman,  I  ask 
unanimous  consent  to  proceed  out  of 
order. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Michigan? 

There  was  no  objection. 

Mr.  LESINSKI.  Mr.  Chairman,  as 
chairman  of  the  House  Committee  on 
Education  and  Labor  my  name  has  been 
mentioned  in  the  public  press  on  numer¬ 
ous  occasions.  Up  to  this  time  I  have 
never  seen  fit  to  answer  any  press  stories. 
However,  in  the  October  3  issue  of  the 
magazine  Newsweek  there  appeared  a 
story  to  the  effect  that  I  would  resign  my 
position  as  Representative  in  Congress 
and  as  chairman  of  the  House  Education 
and  Labor  Committee  to  accept  a  Federal 
administrative  position. 

The  article  reads  as  follows: 

Representative  Lesinski,  of  Michigan,  will 
be  offered  a  Federal  administrative  post  after 
Congress  adjourns.  Democratic  leaders 
think  morale  of  the  House  Labor  Committee 
will  improve  if  Lesinski,  its  hard  working  but 
stubborn  chairman,  resigns  in  favor  of  an¬ 
other  Member. 

I  do  not  feel  that  I  can  let  this  story  go 
unchallenged.  This  item  concerning  me 
is  evidently  based  on  a  malicious  and 
false  statement  made  for  political  pur¬ 
poses.  I  am  confident  that  it  will  suffer 
the  fate  of  any  statement  which  is  not 
based  upon  fact.  I  want  to  say  that  I 
have  no  intention  of  resigning  my  seat  in 
the  House  of  Representatives.  The  only 
way  that  I  will  be  removed  from  my  posi¬ 
tion  as  chairman  of  the  House  Commit¬ 
tee  on  Education  and  Labor  will  be  by  the 
verdict  of  the  voters  of  the  Sixteenth 
District  of  Michigan. 

(Mr.  MURRAY  of  Wisconsin  asked 
and  was  given  permission  to  revise  and 
extend  the  remarks  he  made  earlier  to¬ 
day.) 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
35  minutes  to  the  gentleman  from  New 
Jersey  [Mr.  Kean]. 

Mr.  KEAN.  Mr.  Chairman,  there  are 
many  defects  in  H.  R.  6000.  Most  of 
these  are  corrected  in  H.  R.  6297,  the 
bill  which  I  introduced  yesterday,  but  I 
do  not  want  to  talk  this  afternoon  about 
the  exact  details  of  my  bill.  I  will  do 
that  at  a  later  stage  of  the  debate. 

What  I  will  discuss  today  is  H.  R.  6000 
and  why  I  am  in  favor  of  the  general 
philosophy  behind  this  bill. 

Can  we  provide  reasonable  social  se¬ 
curity  for  the  less  fortunate  among  us 
without  in  any  way  sacrificing  that  lib¬ 
erty  which  is  the  essence  of  the  Amer¬ 
ican  system? 


Of  course  we  can. 

Both  the  Democratic  and  Republican 
platforms  of  1948  urged  broader  cover, 
age  under  OASI  and  extension  of  bene¬ 
fits  to  a  more  realistic  level.  An  adequate 
old-age  insurance  program,  and  reason¬ 
able  aid  to  the  unfortunate,  is  not  stat- 
ism,  nor  is  it  socialism. 

The  first  and  most  important  deci¬ 
sion  with  which  our  committee  was  faced 
was  whether  care  for  the  aged  should 
be  based  on  a  pension  system-  or  on  the 
insurance  system. 

We  are  at  the  crossroads.  The  old-age 
assistance  program  has  grown  by  leaps 
and  bounds.  More  than  twice  as  many 
of  our  older  citizens  are  receiving  old- 
age  assistance  as  are  receiving  payments 
under  OASI. 

The  average  benefit  under  old  age  as¬ 
sistance  is  $42.02,  against  an  average  of 
only  $24.35  under  OASI,  and  about  $31 
for  new  beneficiaries.  Many  are  say¬ 
ing,  What  is  the  use  of  our  paying  pay¬ 
roll  taxes  when  those  who  pay  none  re¬ 
ceive  greater  benefits? 

Of  course  it  is  true  that  the  chief  rea¬ 
son  for  the  low  benefits  under  the  in¬ 
surance  program  is  that  so  many  worked 
only  part  time  in  covered  employment, 
thus  making  their  average  wage  very  low, 
but  this  narrow  coverage  is  a  fault  of  the 
system,  and  it  is  difficult  to  explain  to 
the  general  public  as  they  retire  why 
their  benefits  are  so  low. 

Old  age  assistance  is  relief  only  for 
those  in  need.  Its  concept  is  somewhat 
that  of  charity.  Under  this  program  the 
aged  who,  themeselves,  have  saved  for 
their  old  age  must  pay  additional  taxes 
to  support  those  who  have  not. 

Under  OASI  benefits  are  given  as  a 
matter  of  right,  based  somewhat  on  the 
amount  of  taxes  which  each  individual 
has  paid  and  which  his  employer  has 
paid  for  him-  It  is  a  system  geared  to 
maintain  the  self-respect  of  the  indi¬ 
vidual. 

The  committee  made  the  vital  decision 
that  the  insurance  system  should  be  the 
basic  one;  that  coverage  should  be 
broadened;  and  that  benefits  should  be 
sharply  increased.  A  worker  who  would 
now  retire  at  $31  monthly,  which  is  the 
average  payment,  will  under  the  new  bill 
get  approximately  $56  monthly. 

Though  from  eight  to  ten  million  more 
workers  will  be  taken  into  the  system  un¬ 
der  H.  R.  6000,  unfortunately  the  ma¬ 
jority  of  the  committee  would  not  agree 
to  extend  coverage  to  the  extent  which 
I  have  always  advocated.  The  result  is 
that  the  system  will  still  continue  to  be 
inadequate.  Many  people  will  continue 
to  move  from  covered  to  uncovered  em¬ 
ployment,  and  as  a  result  will  receive 
only  small  benefits. 

The  majority  first  voted  to  include  all 
self-employed,  and  then  whittled  it  down 
by  taking  out  lawyers,  doctors,  dentists, 
and  engineers. 

They  first  voted  to  take  in  those  in 
domestic  service,  and  then  took  out 
nearly  three-quarters  of  them,  and  I 
might  add  those  who  will  need  protection 
most,  by  changing  the  definition  of  em¬ 
ployment  to  one  who  is  employed  for  at 
least  26  days  in  one  quarter  by  one 
employer.  There  are  not  many  people 
in  this  country,  with  the  present  cost  of 
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living,  who  can  afford  to  employ  a  full¬ 
time  maid.  And  the  majority  of  the 
committee,  through  their  definition,  have 
taken  out  from  under  covered  employ¬ 
ment  all  those  maids  who  work  for  1  day 
a  week  for  one  family.  A  maid  would 
not  be  under  covered  employment  if  she 
worked  5  days  a  week  1  day  a  week  for 
five  different  families. 

Of  course  the  most  important  exclu¬ 
sion  from  coverage  provided  in  the  ma¬ 
jority  bill  is 'that  of  farmers  and  farm 
labor.  You  cannot  have  a  truly  compre¬ 
hensive  system  if  you  leave  out  such  an 
important  segment  of  our  population.  I 
believe  that  if  those  engaged  in  farming 
understood  the  benefits  of  the  system, 
they  would  be  pleading  with  their  Repre¬ 
sentatives  to  admit  them. 

However,  farmers  are  rugged  indi¬ 
vidualists,  and  it  is  evident  from  the 
attitude  of  those  Congressmen  represent¬ 
ing  the  farm  districts  that  the  benefits  of 
the  system  have  not  been  sold  to  farmers. 

As  a  result  the  burden  of  old-age 
assistance  is  very  heavy  in  the  States 
which  have  a  large  farm  population,  and 
will  grow  heavier. 

Farmers  are  not  only  paying  for  the 
benefits  which  industrial  workers  are  re¬ 
ceiving,  because  the  pay-roll  tax  is  in¬ 
evitably  added  to  the  cost  of  the  goods 
which  they  buy,  but  they  are  also  paying 
higher  and  higher  State  taxes  to  meet 
their  local  old-age  assistance  burdens. 

Someday  I  think  the  governors  of 
these  States  will  be  down  in  Washington 
begging  us  to  admit  farmers  to  the  sys¬ 
tem.  I  think  they  would  be  today  if  they 
understood  what  was  going  on. 

I  believe  that  all  gainfully  employed, 
except  public  employees  who  have  their 
own  pension  systems,  should  be  included 
under  our  old-age  and  survivors  insur¬ 
ance  program. 

The  next  major  decision  which  the 
committee  had  to  make  was  on  the  ques¬ 
tion  of  financing.  You  may  remember 
that  the  original  law  as  envisioned  by 
President  Roosevelt  called  for  a  step-up 
in  the  tax  for  both  employer  and  em¬ 
ployee  which  would  have  made  the  sys¬ 
tem  carry  itself;  but  in  1941  the  Demo¬ 
cratic  Congress  accepted  the  suggestion 
of  a  Senator  that  the  tax  be  frozen  at  1 
percent. 

This  freeze  was,  unfortunately,  con¬ 
tinued  by  two  Democratic  and  one  Re¬ 
publican  Congress  until  the  present  time. 

Mr.  Altmeyer  testified  before  our  com¬ 
mittee  last  February  that  the  result  was 
an  actuarial  deficit  of  $7,000,000,000  in 
the  fund. 

Several  years  ago  when  one  of  the 
freezing  resolutions  was  before  the  Sen¬ 
ate,  Senator  Murray,  of  Montana,  argu¬ 
ing  that  continued  freezing  might  cause 
some  doubt  among  the  beneficiaries  as 
to  the  soundness  of  the  whole  system, 
had  an  amendment  passed  which  was 
later  accepted  in  conference  by  the 
House — providing  that  if  at  any  time  the 
trust  fund  was  insufficient  to  pay  bene¬ 
fits  that  the  United  States  would  pay 
them  out  of  the  general  revenue. 

The  situation  which  faced  our  com¬ 
mittee,  after  they  had  agreed  on  in¬ 
creased  benefits,  was  that  the  cost  of  the 
new  bill  would  be  over  6  percent  of  pay 
roll. 


The  problem  we  then  faced  was; 
Should  we  make  the  system  financially 
sound,  make  it  a  system  which  carried 
itself;  or  should  we  provide  only  a  moder¬ 
ate  increase  in  tax  and  follow  Mr.  Alt- 
meyer’s  recommendation  which  was  that 
ultimately  the  Federal  Government 
should  assume  one-third  of  the  burden 
of  paying  benefits  from  the  general  tax 
revenue. 

Such  a  system  would  have  been  very 
unfair  to  everyone  who  was  not  in  cov¬ 
ered  employment. 

It  certainly  would  have  been  unfair  to 
farmers,  to  doctors  and  lawyers,  to  rail¬ 
road  workers,  to  State  and  Government 
employees  who  were  not  covered  in  the 
system  but  would  be  paying  their  Federal 
taxes  for  benefits  paid  to  others,  none  of 
which  they  would  ever  receive. 

So  the  committee,  I  believe  very  wisely, 
decided  to  make  the  system  carry  itself 
by  setting  up  a  schedule  of  taxes  rising  in 
1970  to  3%  percent  on  employee  and  3*4 
percent  on  employer.  At  the  same  time 
we  repealed  the  Murray  amendment. 

The  decision  of  the  committee  was  that 
we  were  not  justified  in  now  promising 
benefits  to  workers  in  the  future  and 
leaving  it  up  to  our  children  and  grand¬ 
children  to  find  the  money  to  pay  the 
benefits  which  we  had  promised.  It  was 
a  sound  decision. 

Of  course,  it  is  impossible  to  tell  what 
conditions  will  be  50  years  from  now.  If 
we  continue  the  same  increase  in  pay 
rolls  which  we  have  had  over  the  last  50 
years;  if  the  dollar,  over  a  long  period, 
continues  to  decline  in  value  as  it  has  in 
the  past  50  years,  the  taxes  which  we 
have  set  up  may  well  yield  twice  what  we 
have  anticipated.  However,  if  this  is  so, 
the  buying  power  of  our  schedule  of  ben¬ 
efits  will-  be  too  low  and  they  will  have 
to  be  increased. 

The  third  major  decision  which  the 
committee  had  to  make  was  whether  this 
was  to  be  a  system  through  which  people 
could  retire  in  comfort  or  whether  bene¬ 
fits  were  merely  to  be  of  a  basic  subsist¬ 
ence  level. 

The  formula  suggested  in  the  bill  in¬ 
troduced  for  the  administration  would 
have  provided  that  a  steadily  employed 
worker  with  high  wages  during  his  work¬ 
ing  lifetime,  with  a  wife  over  65,  might 
have  received  upon  his  retirement  over 
$2,200  a  year.  The  administration’s  sug¬ 
gestions  were  thus  that  we  build  up  a 
retirement  system  rather  than  a  social- 
security  system. 

The  proposed  benefits  were  geared  to 
favor  the  steadily  employed — the  man 
who  had  received  high  wages — the  very 
one  who  would  most  be  able  to  put 
money  aside  in  savings  or  insurance  for 
his  own  protection  in  his  old  age. 

At  the  same  time  the  benefits  for  the 
lower-income  group  remained  niggardly, 
so  that  there  would  still  be  need  for  sup¬ 
plementing  their  income  through  old-age 
assistance. 

The  committee  rejected  this  basic  the¬ 
ory  of  the  Administration,  changed  the 
formula  so  that  it  would  give  greater 
benefits  to  the  lower-income  group  and 
less  to  the  more  fortunate. 

However,  I  do  not  think  that  the  com¬ 
mittee  went  as  far  as  they  should  in  this 
direction. 


The  bill  now  provides  two  rewards  for 
steady  employment.  Those  steadily  em¬ 
ployed  are  not  subject  to  what  is  known 
as  the  continuation  factor,  which  is  a 
deduction  in  benefits  for  each  year  thatv 
a  worker  is  not  employed.  Then,  in 
addition,  there  is  the  so-called  incre¬ 
ment — a  percentage  increase  of  one-half 
of  1  percent  in  primary  benefits  for  every 
year  in  which  a  worker  is  in  the  system. 

Thus,  the  luckiest  individuals — those 
who  have  been  steadily  employed  and 
who  probably  have  also  been  able  to  put 
aside  savings  and  buy  life  insurance — will 
doubly  benefit  under  the  bill,  while  those 
who  need  assistance  most,  who  have 
been  irregularly  employed,  or  who  have 
changed  jobs  in  and  out  of  covered  em¬ 
ployment,  would  be  doubly  penalized. 

In  the  bill  as  originally  drafted  we  did 
not  have  this  important  factor,  but  un¬ 
der  pressure  from  certain  outside  sources 
the  administration  supporters  put  it  in. 

As  actuaries  told  them  this  provision 
would  cost  on  the  average  $800,000,000 
a  year,  they  looked  around  for  ways  to 
save  some  of  the  cost,  and  changed  the 
formula  which  was  in  our.  first  draft 
granting  benefits  on  a  basis  of  the  10 
best  consecutive  years  of  a  working  life 
to  one  figured  on  the  average  wage  over 
all  a  working  life.  Actuaries  said  this 
latter  change  would  save  the  system 
$600,000,000. 

Where  does  this  saving  come  from? 
It  comes  from  those  who  have  been 
irregularly  employed,  and  thus  will  need 
protection  most  in  their  old  age. 

By  this  action  the  committee  majority 
have  taken  away  annually  $600,000,000 
in  benefits  from  those  who  need  it  most, 
and  given  it  to  those  wrho  need  it  least — 
those  who  at  all  times  have  had  steady 
employment.  This  provision  benefits  the 
“economic  royalists”  among  the  workers. 

The  new  bill  also  makes  it  easier  to 
qualify  for  insurance.  The  committee 
approved  a  provision  which  was  in  the 
bill  which  I  introduced  last  year,  making 
it  possible  for  a  worker  to  qualify  if  he 
had  been  employed  for  2C  quarters  out 
of  the  last  40  before  his  retirement. 

We  also  raised  the  minimum  benefit 
to  $25  a  month,  changed  the  work  clause 
so  that  an  individual,  instead  of  being 
limited  to  $14.99  a  month,  can  earn  $50  a 
month  between  age  65  and  75,  and  any¬ 
thing  he  can  earn  after  that,  and  still 
receive  benefits. 

We  also  increased  the  benefits  of  those 
who  have  already  retired  by  an  aver¬ 
age  of  about  70  percent. 

The  committee  felt  that  it  was  proper 
for  the  Federal  Government  to  consider 
the  question  of  permanent  and  total  dis¬ 
ability.  This  is  handled  in  two  ways  in 
the  bill.  It  provides  'a  fourth  category 
under  the  assistance  program  by  adopt¬ 
ing  title  14  of  the  proposed  bill.  Of 
course,  as  under  all  the  assistance  pro¬ 
grams,  these  benefits  would  only  go  to 
those  in  need. 

At  the  same  time  the  committee  in¬ 
cluded  total  and  permanent  disability  in 
the  insurance  program.  Benefits  would 
be  the  same  as  those  provided  for  the 
retired  worker,  except  that  there  would 
be  no  benefits  for  dependents. 

Some  of  us  wonder  whether  it  is  wise 
to  include  permanent  and  total  disability 
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in  the  insurance  program  at  the  present 
time. 

It  is  an  untried  field  and  perhaps  it 
might  be  better  for  the  present  to  ex¬ 
periment  with  the  new  provisions  along 
this  line,  in  the  old-age  assistance  pro¬ 
gram.  The  cost  of  this  insurance  pro¬ 
gram  is  unknown.  Estimates  have  been 
that  it  may  well  be  more  than  a  billion 
dollars  a  year.  This,  of  course,  would  be 
taken  out  of  the  trust  fund  which  was  set 
up  for  old-age  and  survivors  insurance. 

The  experience  of  private  insurance 
companies  in  this  type  of  coverage  has 
been  most  unfavorable.  Claims  increased 
by  leaps  and  bounds  during  periods  when 
unemployment  was  high  and  were 
sharply  reduced  in  times  of  full  employ¬ 
ment. 

The  determination  of  when  a  worker 
is  totally  disabled  is  a  marginal  one.  It 
is  usually  a  question  of  judgment.  The 
theory  of  the  insurance  system  is  that 
benefits  are  a  matter  of  right.  Would 
not  everyone  feel  that  having  paid  the 
insurance  premium  he  was  entitled  to 
these  benefits,  even  if  only  slightly  dis¬ 
abled?  A  permanent  lifetime  pension  is 
so  attractive  that  it  would  be  difficult  for 
many  workers  to  resist  the  temptation  to 
try  to  make  out  that  they  were  disabled 
in  order  to  get  the  benefits  which  they 
felt  that  they  had  paid  for  through  their 
pay-roll  taxes. 

There  are  other  items  in  the  bill  ap¬ 
proved  by  the  committee  which  I  ques¬ 
tion. 

A  lump  sum  payment  for  all  who  die, 
of  three  times  the  primary  benefit,  is 
provided.  Under  present  law  lump-sum 
payments  are  only  granted  to  those  who 
have  no  survivors.  This  was  originally 
put  into  the  law  because  it  was  felt  that 
those  who  had  paid  the  tax  and  would 
receive  no  benefits  should  at  least  get 
something  back.  This  new  provision  has 
been  characterized  as  being  the  “grave” 
part  of  protection  from  “cradle-to-the- 
grave.” 

Of  course,  in  most  cases  the  money  will 
in  no  way  benefit  survivors,  but  it  will 
only  benefit  undertakers.  If  we  are  go¬ 
ing  to  make  these  payments,  why  do  we 
limit  them  to  funeral  expenses?  Why  not 
expenses  of  the  last  illness? 

It  seems  to  me  that  this  lump-sum 
payment  changes  the  whole  philosophy 
of  OASI  and  that  this  provision  in  the 
bill  should  be  eliminated. 

I  hope  that  the  old-age  assistance  pro¬ 
gram  will  gradually  taper  off  as  more  and 
more  people  become  qualified  under 
OASI.  I  hope  that  some  day  as  all  the 
gainfully  employed  become  covered  by 
the  insurance  system  that  old-age  as¬ 
sistance,  as  far  as  the  Federal  Govern¬ 
ment  is  concerned,  can  be  completely 
abolished  and  that  the  few  cases  where 
assistance  is  needed  will  be  taken  care  of 
by  the  States. 

I  was  hopeful  that  such  an  eventuality 
might  occur  in  about  15  years.  However, 
the  failure  of  the  committee  to  include 
farmers  and  farm  labor  puts  this  far  in 
the  future. 

The  cost  of  the  proposed  program  is 
tremendous.  Additional  benefits  which 
we  have  granted  under  the  assistance 
programs  will  amount  to  $256,000,000 


annually.  It  is  difficult  to  place  this 
annual  drain  on  the  taxpayers  especially 
at  a  time  when  the  budget  is  so  out  of 
balance,  but  it  seems  to  me  that  these 
new  benefits  are  so  desirable  that  I  am 
glad  to  support  these  provisions  of  the 
proposed  law. 

When  we  come  to  considering  the  cost 
of  the  old-age  and  survivors  program 
you  reach  figures  that  are  so  astronom¬ 
ical  that  they  are  frightening. 

We  must  remember  that  the  taxes  nec¬ 
essary  to  carry  our  social-security  pro¬ 
gram  must  be  borne  by  those  who  are 
working,  by  the  producers.  They  must 
carry  those  who  are  not  producing. 

Today  the  working  population  is  esti¬ 
mated  to  be  approximately  64,000,000,  or 
about  43  percent  of  our  population. 
With  the  probable  increase  in  the  num¬ 
ber  of  our  aged  which  all  experts  en¬ 
vision,  this  proportion  will  probably  soon 
drop  to  about  40  percent.  We  cannot 
place  too  heavy  a  burden  upon  them. 

If  all  the  programs  recommended  by 
the  Administration  were  adopted,  the 
over- all  cost  of  all  social  security,  pen¬ 
sions,  health  and  welfare  programs 
would  amount,  within  the  next  few 
decades,  to  somewhere  between  thirty 
or  forty  billion  dollars  a  year. 

Add  this  to  our  present  budget,  and 
you  can  see  that  it  is  proposed  to  take 
from  our  producers  a  total  of  from  sev¬ 
enty  to  eighty  billion  dollars,  and  this 
sum  does  not  include  State  and  munici¬ 
pal  taxes. 

No  nation  in  the  past  has  been  able  to 
survive  and  maintain  a  sound  currency 
with  any  such  rate  of  taxation.  The 
only  way  that  it  could  be  carried  would 
be  through  inflation,  and  devaluation  in 
the  buying  power  of  the  dollar.  But  if 
this  occurred,  beneficiaries  would  de¬ 
mand — and  rightly  be  entitled  to — more 
benefits.  Thus,  the  merry-go-round 
would  start  up  again. 

We  must  stop,  look,  and  listen.  In  ex¬ 
panding  social  security  we  must  advance 
cautiously. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  KEAN.  I  yield  to  the  gentleman 
from  Arkansas. 

Mr.  MILLS.  I  am  particularly  inter¬ 
ested  in  the  gentleman’s  bill,  H.  R.  6297, 
in  view  of  the  statement  made  by  the 
gentleman  from  Nebraska  [Mr.  Curtis], 
that  this  bill  might  well  be  the  motion 
to  recommit  offered  from  the  minority 
side.  Am  I  correct  in  my  understanding 
of  the  gentleman’s  bill  that  it  embodies 
practically  all  of  the  features  of  H.  R. 
6000,  the  majority  bill,  with  the  excep¬ 
tion  of  the  recommendations  contained 
on  page  158  of  the  report;  that  is,  the 
summary  of  the  minority  position. 

Mr.  KEAN.  Plus  the  tax  feature. 

Mr.  MILLS.  Yes;  I  was  coming  to 
that.  Under  the  bill  H.  R.  6297,  what  is 
the  estimate  of  the  net  level  premium 
cost? 

Mr.  KEAN.  5.45. 

Mr.  MILLS.  Which  is  about  seven- 
tenths  of  1  percent  under  the  cost  of  the 
bill,  H.  R.  6000,  6.15  percent. 

Mr.  KEAN.  That  is  correct. 

Mr.  MILLS.  The  gentleman  fixes  the 
tax,  therefore,  at  a  maximum  of  6  percent 


in  1980.  In  the  course  of  reducing  the 
cost  below  the  cost  of  the  committee  bill 
you  do  four  or  five  different  things.  First 
of  all,  you  increase  the  cost  by  contin¬ 
uing  the  wage  base  at  $3,000,  whereas 
the  committee  bill  proposes  to  increase 
that  base  to  $3,600. 

Mr.  KEAN.  That  is  correct. 

Mr.  MILLS.  That  action  by  itself 
raises  the  level  premium  cost  of  the  pro¬ 
gram. 

Mr.  KEAN.  That  is  correct. 

Mr.  MILLS.  You  eliminate  the  incre¬ 
ment,  however,  which  is  eight-tenths  of 
1  percent. 

Mr.  KEAN.  This  saves  $800,000,000. 

Mr.  MILLS.  Then  you  change  the 
method  of  computing  the  wage  base. 

Mr.  KEAN.  Which  increases  the  cost 
by  $600,000,000. 

Mr.  MILLS.  By  $600,000,000. 

Mr.  KEAN.  And  benefits  go  to  the 

right  people. 

Mr.  MILLS.  Then  the  gentleman  in¬ 
creases  the  number  of  domestic  servants 
who  would  be  brought  under  the  pro¬ 
gram  from  the  number  involved  in  the 
committee  bill  of  about  950,000  to  ap¬ 
proximately  how  many? 

Mr.  KEAN.  About  2,000,000  in  all. 

Mr.  MILLS.  Two  million. 

Mr.  KEAN.  And  that  also  gees  to 

those  who  need  it  most. 

Mr.  MILLS.  Do  not  misunderstand 
me;  I  am  not  arguing  with  the  gentle¬ 
man.  I  am  merely  trying  to  find  out 
what  the  bill  does.  The  gentleman 
would  then  place  under  social  security 
1,100,000  more  than  the  committee  bill 
would  place  under  social  security. 

Then  the  gentleman  provides  a  pro¬ 
hibition  in  his  bill  against  those  who  are 
locally  employed  by  municipal  or  State 
governments  and  who  are  already  in¬ 
cluded  under  a  pension  plan  being  in¬ 
cluded  in  the  program  by  any  action, 
even  though  more  than  two-thirds  of 
such  employees  may  desire  to  have  social 
security  coverage. 

Mr.  KEAN.  Correct. 

Mr.  MILLS.  They  cannot  come  in  at 
all. 

Then  the  gentleman  eliminates  the  ex¬ 
tension  of  title  II  social  security  cover¬ 
age  to  residents  of  Puerto  Rico  and  the 
Virgin  Islands. 

Mr.  KEAN.  Correct. 

Mr.  MILLS.  Those  are  the  primary 
changes  between  this  bill,  H.  R.  6297,  and 
the  committee  bill? 

Mr.  KEAN.  No.  The  gentleman  left 
out  the  permanent  and  total  disability 
under  the  insurance  program  and  the 
definition  of  employee  which  we  were 
talking  about  with  the  gentleman  from 
Ohio  [Mr.  Jenkins]  ,  paragraph  4. 

Mr.  MILLS.  The  gentleman  leaves 
out  paragraph  4  of  the  language  defining 
the  term  “employee”? 

Mr.  KEAN.  Right. 

Mr.  MILLS.  How  many  people  would 
that  exclude  as  employees  as  compared 
to  the  language  in  the  committee  bill? 

Mr.  KEAN.  It  would  not  exclude 
any.  All  it  does  is  give  a  determina¬ 
tion  by  law  as  to  who  should  pay  the 
tax,  instead  of  putting  that  up  to  the 
Social  Security  Administrator  and  the 
Treasury  to  decide. 
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Mr.  MILLS.  But  the  gentleman  Is 
satisfied  with  the  first  three  paragraphs 
of  the  committee  definition  of  the  term 
“employee”? 

Mr.  KEAN.  I  am  not  a  lawyer.  My 
best  advice  is  that  it  is  correct,  but  I 
am  not  a  lawyer,  so  the  gentleman  will 
have  to  ask  somebody  else  about  the 
details  of  that  one. 

Mr.  MILLS.  Then,  of  course,  the  gen¬ 
tleman’s  proposition  does  eliminate  this 
matter  of  total  and  permanent  disa¬ 
bility? 

Mr.  KEAN.  In  the  insurance  program. 

Mr.  MILLS.  In  the  insurance  pro¬ 
gram,  but  retains  it  for  the  public-as¬ 
sistance  program? 

Mr.  KEAN.  That  is  right. 

Mr.  MILLS.  So  that  it  is  the  gentle¬ 
man’s  philosophy,  then,  that  these  peo¬ 
ple  who  become  totally  and  permanently 
disabled  should  be  taken  care  of  by  the 
public  treasury  of  the  Federal  and  State 
Governments  rather  than  being  taken 
care  of  out  of  this  fund  into  which  they 
pay  from  their  wages? 

Mr.  KEAN.  At  the  moment,  yes. 
Does  not  the  gentleman  believe  it  is  a 
question  whether  we  should  take  the 
money  from  the  trust  fund  which  has 
been  contributed  by  people  for  protec¬ 
tion  in  'their  old  age  and  give  it  to  the 
disabled,  which  may  cost  two  or  three 
billion  dollars?  We  do  not  know  what 
it  is  going  to  cost. 

Mr.  MILLS.  The  gentleman  knows 
that  the  tax  increase  recommended  by 
the  committee  includes  one-half  of  1 
percent  of  pay-rolls  for  this  specific  pur¬ 
pose? 

Mr.  KEAN.  It  is  not  enough.  With  all 
due  respect  to  our  actuary,  I  am  not  sure 
that  that  is  enough. 

Mr.  MILLS.  The  gentleman  says  that 
by  eliminating  disability  from  title  II  we 
can  save  around  a  billion  dollars  a  year 
in  the  future.  How  much  can  we  save 
when  we  put  all  of  these  disabled  cases 
on  public  assistance? 

Mr.  KEAN.  Does  the  gentleman  be¬ 
lieve  the  permanently  and  totally  dis¬ 
abled  who  are  in  need  now  are  not  being 
taken  care  of  by  their  local  communities? 
All  we  are  doing  is  helping  the  local  com¬ 
munities,  so  the  local  communities  can 
pay  more.  Today  what  is  happening  is 
that  the  local  communities  are  only  pay¬ 
ing  $20  or  some  small  amount  to  these 
permanently  and  totally  disabled.  The 
same  people  will  be  taken  care  of  under 
this  kind  of  Federal  Government  contri¬ 
bution.  They  will  get  twice  what  they  are 
getting,  and  they  will  be  able  to  live  in  a 
decent  way. 

Mr.  MILLS.  The  gentleman  from  New 
Jersey  and  the  gentleman  from  Arkansas 
are  both  in  favor  of  extending  public  as¬ 
sistance  to  these  totally  and  permanently 
disabled  cases. 

Mr.  KEAN.  Yes. 

Mr.  MILLS.  My  point  is  this:  Is  it 
cheaper  to-do  it  that  way  than  it  is  to 
do  it  the  way  the  committee  provides? 

Mr.  KEAN.  Very  much  cheaper,  be¬ 
cause  it  goes  only  to  those  in  need,  and 
the  State  and  local  people  will  police 
those  payments  so  that  they  are  not  giv¬ 
en  to  people  who  are  not  entitled  to  them. 

Mr.  MILLS.  The  gentleman  thinks  a 
better  job  will  be  done  if  it  is  left  to  pub¬ 
lic  assistance? 


Mr.  KEAN.  Yes. 

Mr.  MILLS.  And  less  expensive? 

Mr.  KEAN.  Yes. 

Mr.  JOHNSON.  In  your  bill  do  you 
have  a  simpler  definition  of  the  word 
“employee”  than  they  have  in  the  com¬ 
mittee  bill? 

Mr.  KEAN.  Yes,  we  left  out  that  re¬ 
markably  complicated  definition  based 
on  the  Supreme  Court  decision. 

Mr.  JOHNSON.  And  the  courts  will 
finally  resolve  the  twilight  cases? 

Mr.  KEAN.  Yes. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  KEAN.  I  yield. 

Mr.  MILLS.  Mr.  Chairman,  I  could 
not  let  this  colloquy  come  to  an  end  after 
having  asked  the  gentleman  to  yield  in 
this  extended  manner,  without  recalling 
to  the  Membership  the  very  fine  cooper¬ 
ative  spirit  the  gentleman  from  New 
Jersey  manifested  in  committee.  He 
is  one  of  the  best-informed  men  with 
whom  I  have  discussed  social-security 
questions.  I  take  my  hat  off  to  him. 
I  know  of  his  deep  and  abiding  interest 
in  the  welfare  of  the  very  people  affected 
by  this  bill.  The  gentleman  has  placed 
his  finger  on  the  real  differences  which 
arose  in  the  committee.  He  has  called 
attention  to  the  primary  differences  and 
those  are  matters  which  the  House  will 
have  to  pass  judgment  on  in  the  final 
analysis. 

The  gentleman  is  striving,  as  the  gen¬ 
tleman  from  Arkansas  has  strived,  to 
hold  down  the  cost  of  this  program.  I 
take  issue  with  the  gentleman  as  to  the 
method  of  holding  down  the  cost  of  this 
program.  But  I  certainly  must  pay  him 
a  well-deserved  tribute  for  his  knowl¬ 
edge  and  the  fine  work  that  he  has  done 
on  this  bill. 

Mr.  KEAN.  Mr.  Chairman,  I  want  to 
reciprocate  and  say  that  the  gentleman 
from  Arkansas  was  always  one  who  was 
striving  in  committee  to  write  a  sound 
bill.  He  has  a  very  great  knowledge  of 
his  subject.  It  was  always  a  pleasure 
to  work  with  him. 

Mr.  DOLLIVER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  KEAN.  I  yield. 

Mr.  DOLLIVER.  The  gentleman  made 
some  remarks  earlier  in  his  speech  con¬ 
cerning  the  cost  of  this  program  as  pres¬ 
ently  written,  both  in  the  gentleman’s 
proposed  substitute  and  the  committee 
bill  as  it  affects  the  farmer.  It  evidently 
is  the  gentleman’s  feeling  that  at  this 
time  the  farmers  cannot  be  included 
either  in  his  bill  or  in  the  committee  bill. 

Mr.  KEAN.  That  is  correct. 

Mr.  DOLLIVER.  Will  the  gentleman 
develop  that  thought  a  little  to  explain 
why  it  is  that  this  burden  is  upon  the 
farmer  and  they  are  not  aware  of  it? 

Mr.  KEAN.  The  reason  is  that  the 
cost  of  the  social-security  program  is 
added  to  the  cost  of  the  goods  that  the 
farmers  buy. 

Mr.  DOLLIVER.  It  is  indirect,  rather 
than  a  direct  tax? 

Mr.  KEAN.  It  is  indirect.  Every  time 
the  farmer  buys  a  tractor  he  is  paying 
for  the  social  security  of  all  the  workers 
in  the  factory  that  made  the  tractor. 
That  is  one  thing. 

Then  the  second  thing  is  that  the 
burden  of  old-age  assistance  is  so  great 


in  those  States  where  they  have  a  lot  of 
farmers  that  they  are  paying  an  inordi¬ 
nately  high  tax. 

Mr.  DOLLIVER.  But  that  for  the  most 
part  is  going  to  their  own  people,  is 
it  not? 

.Mr.  KEAN.  It  is  going  to  their  own 
people;  that  is  correct. 

Mr.  DOLLIVER.  In  other  words,  they 
are  paying  for  old-age  assistance  by  way 
of  taxation  to  people  locally  rather  than 
sending  it  to  the  Social  Security  Board 
by  way  of  a  pay-roll  tax. 

Mr.  KEAN.  That  is  right. 

Mr.  DOLLIVER.  Can  the  gentleman 
give  us  any  idea  how  those  two  figures 
might  compare,  that  is,  the  amount  they 
might  have  to  pay  in  pay-roll  taxes  if  the 
agricultural  elements  of  the  country  were 
covered,  and  the  relative  amount  they 
would  have  to  pay  for  old-age  assist¬ 
ance? 

Mr.  KEAN.  No;  I  do  not  think  I  can 
give  those  figures. 

Mr.  DOLLIVER.  Are  there  any  fig¬ 
ures  available  with  respect  to  that,  or 
are  there  any  estimates? 

Mr.  KEAN.  I  do  not  think  so.  Of 
course,  45  percent  of  the  farmers  have 
already  paid  social-security  taxes  out  of 
which  they  will  never  get  anything  be¬ 
cause  they  have  gone  to  work  in  the 
towns,  for  example,  for  a  short  time. 
Some  may  have  gone  to  clerk  in  a  store 
for  a  little  while.  Some  of  them  have 
had  war  work  and  worked  in  a  factory 
for  a  short  time.  Some  of  their  sons 
have  gone  to  the  city  for  a  year  or  so, 
and  then  gone  back  on  the  farms.  As 
a  result  45  percent  of  the  farmers  have 
already  had  some  social-security  cover¬ 
age,  but  they  are  never  going  to  get  a 
nickel  back  in  the  way  of  benefit  from 
what  they  have  paid  in. 

Mr.  DOLLIVER.  Why  is  that? 

Mr.  KEAN.  Because  they  have  paid 
so  little  that  they  cannot  qualify. 

Mr.  DOLLIVER.  In  other  words,  that 
coverage  has  lapsed;  is  that  it? 

Mr.  KEAN.  Yes;  it  has  lapsed. 

Mr.  HESELTON.  Mr.  Chairman,  will 
the  gentleman  yield 

Mr.  KEAN.  I  yield. 

Mr.  HESELTON.  I  would  like  to  ask 
the  gentleman  two  questions.  The  sec¬ 
ond  one  possibly  should  be  addressed  to 
a  member  of  the  majority  rather  than 
to  a  member  of  the  minority.  I  have  a 
communication  from  a  constituent  who 
advises  me  that  they  have  several  indi¬ 
viduals  who  represent  them  in  selling 
their  products  on  a  straight  commission 
basis.  They  say  these  individuals  act  a3 
independent  contractors  insofar  as  we 
have  always  interpreted  it,  because  they 
represent  not  only  us  but  in  several  cases 
three  or  four  other  concerns.  He  has 
asked  me  whether  or  not,  under  H.  R. 
6000,  those  individuals  will  be  covered. 

Mr.  KEAN.  The  self-employed  are 
covered.  I  should  think  they  would  be 
independent  contractors  and  would  be 
self-employed. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  KEAN.  I  yield. 

Mr.  MILLS.  I  think  the  gentleman 
from  Massachusetts  [Mr.  Heselton] 
would  have  to  submit  a  few  more  facts  to 
the  gentleman  from  New  Jersey  [Mi-. 
Kean]  before  he  could  give  you  a  con- 
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crete  answer.  House-to-house  salesmen 
of  the  type  you  are  talking  about  are 
specifically  excluded.  We  had  testimony 
before  our  committee  that  it  would  be 
practically  impossible  to  collect  the  tax. 

Mr.  HESELTON.  If  the  gentleman 
will  let  me  add  this  further  statement, 
that  this  is  an  industrial  concern  which 
has  these  salesmen,  selling  their  pro¬ 
ducts  in  large  amounts.  ' 

Mr.  MILLS.  And  they  are  paid  on  a 
commission  basis? 

Mr.  HESELTON.  That  is  right. 

Mr.  MILLS.  As  outside  salesmen 
working  either  for  a  manufacturer  or 
wholesaler,  they  would  be  included  under 
the  definition  of  the  term  “employee”  in 
the  bill,  on  the  basis  of  the  informa¬ 
tion  which  the  gentleman  submits,  either 
under  paragraph  3  or  paragraph  4.  Even 
though  paid  on  a  commission  basis,  such 
salesmen  would  be  included,  depending 
upon  the  presence  of  the  other  factors 
listed  in  these  two  paragraphs. 

Mr.  HESELTON.  And  under  the  gen¬ 
tleman’s  bill  they  would  not  be  included, 
by  reason  of  the  definition  in  the  gen¬ 
tleman’s  bill? 

Mr.  MILLS.  The  gentleman  from  New 
Jersey  accepts  the  definition  as  to  para¬ 
graphs  1,  2,  and  3,  and  the  gentleman’s 
situation  would  be  included  under  para¬ 
graph  3,  as  well  as  paragraph  4. 

Mr.  HESELTON.  Then,  how  will  this 
operate  in  terms  of  the  payment  of  the 
tax?  Assume  that  these  salesmen  earn 
$3,600  from  each  of  these  concerns? 
Each  of  the  concerns  are  required  to  file 
a  return  and  pay  a  tax. 

Mr.  MILLS.  That  is  right. 

Mr.  HESELTON.  How  would  they  de¬ 
termine  who  would  get  a  refund  and 
what  they  would  get? 

Mr.  KEAN.  Why  a  refund? 

Mr.  HESELTON.  Certainly  he  is  not 
going  to  be  able  to  collect  on  five  times 
3,600.  He  has  paid  it  into  the  Treasury, 
but  he  cannot  get  it  out. 

Mr.  KEAN.  That  is  right.  He  should 
be  entitled  to  a  refund.  You  are  cor¬ 
rect.  But  how  could  we  go  about  it,  if 
he  was  working  for  all  three  at  the 
same  time?  The  gentleman  from  Arkan¬ 
sas  [Mr.  Mills]  seems  to  think  he  knows. 

Mr.  MILLS.  It  is  my  understanding 
of  existing  law,  which  is  not  affected  in 
this  respect,  if  this  individual  is  work¬ 
ing  for  three  employers,  all  three  of  the 
employers  will  be  called  upon  to  pay 
a  tax.  No  one  of  the  three  employers, 
even  though  the  over- all  amount  may 
exceed  $3,600  wage,  would  be  entitled  to 
a  return.  The  employee,  however,  is  per¬ 
mitted  to  receive  a  refund  on  that  part 
of  his  salary  in  excess  of  $3,600. 

Mr.  HESELTON.  Then  I  am  correct 
in  stating  that  this  concern  might  have 
to  pay  anywhere  from  three  to  fifteen 
times,  and  there  is  no  way,  under  the 
bill,  by  which  they  can  reclaim  from, 
the  Treasury  money  that  will  never  be 
of  any  benefit  to  the  employee. 

Mr.  MILLS.  That  is  in  existing  law,  I 
might  say. 

Mr.  EBERHARTER.  Mr.  Chairman, 
will  the  gentleman  yield  to  me? 

Mr.  KEAN.  I  yield. 

Mr.  EBERHARTER.  This  definition 
of  “employee”  takes  into  account  seven 
or  eight  different  factors.  I  do  not  think 


members  of  the  committee  should  be 
asked  to  say  definitely  whether,  under  a 
few  facts  given,  a  person  can  be  classi¬ 
fied  as  an  employee. 

Mr.  KEAN.  That  is  right.  You  cannot 
do  it. 

Mr.  EBERHARTER.  You  have  to 
know  all  the  facts  before  you  can  make 
a  decision. 

Mr.  KEAN.  That  is  right. 

Mr.  EBERHARTER.  I  want  to  say 
this  further.  I  am  delighted  that  so 
many  Members  were  present  when  the 
gentleman  spoke,  because  I  agree  heart¬ 
ily  with  what  the  gentleman  from  New 
Jersey  [Mr.  Kean]  has  said  about  the 
gentleman  from  Arkansas  [Mr.  Mills] 
and  what  the  gentleman  from  Arkansas 
has  said  about  the  gentleman  from  New 
Jersey  with  respect  to  the  intense  inter¬ 
est  they  took  in  this  measure.  I  am  de¬ 
lighted  that  the  gentleman  from  New 
Jersey  [Mr.  Kean]  indicated  that  he 
wanted  more  extended  coverage.  That 
matter,  particularly  the  matter  of  the 
inclusion  of  farmers  and  farm  laborers 
was  certainly  not  a  partisan  question  in 
the  committed.  As  far  as  I  am  con¬ 
cerned,  I  am  thoroughly  in  agreement 
with  the  position  of  the  gentleman  from 
New  Jersey  that  the  farmers,  the  doc¬ 
tors,  the  dentists,  and  lawyers  should  be 
included,  and  we  should  not  have  made 
those  exclusions. 

I  further  want  to  state  there  are  other 
members  of  the  majority  who  feel  the 
same  as  I  do.  I  further  want  to  state 
to  the  gentleman  that  I  agree  with  him 
that  it  was  a  mistake  when  we  froze  the 
tax  in  the  first  place.  I  do  not,  of  course, 
blame  the  majority  for  that  because  dur¬ 
ing  those  days  the  minority  party  voted 
almost  solidly  for  that  freezing  of  the 
tax.  But  I  was  against  it  all  the  time. 
This  colloquy  here,  however,  between  the 
gentleman  from  New  Jersey  and  the  gen¬ 
tleman  from  Arkansas  will  indicate,  I 
believe,  to  the  Members  here  now  con¬ 
fused  this  subject  is  and  how  differences 
of  opinion  occur.  It  is  not  particularly  a 
partisan  question;  it  is  really  a  very  im¬ 
portant  question  to  be  decided.  This 
bill,  as  the  Chairman  has  said,  is  not  the 
product  of  one  mind;  it  is  the  product  of 
all  the  members  of  the  committee.  I 
venture  to  say  that  the  bill  contains  a 
suggestion  from  every  member  of  the 
committee,  both  minority  and  majority. 
It  was  not  a  bill  that  was  pushed  out 
because  of  votes  on  one  side  or  the  other. 
So  I  feel  sure  that  it  is  a  good  bill.  There 
may  be  some  differences  of  opinion.  It 
did  not  suit  me  in  every  respect;  I  wanted 
to  include  farmers  and  domestics  and  all 
self-employed.  But  it  was  the  best  we 
could  get  under  the  circumstances,  and 
I  hope  it  will  receive  a  good  heavy  sup¬ 
porting  vote. 

I  thank  the  gentleman. 

The  CHAIRMAN.  The  gentleman 
from  New  Jersey  has  consumed  45 
minutes. 

Mr.  WOODRUFF.  Mr.  Chairman,  I 
yield  to  the  gentleman  from  Oregon  [Mr. 
Angell]  such  time  as  he  may  desire. 

Mr.  ANGELL.  Mr.  Chairman,  as  one 
of  the  authors  of  the  Townsend  legisla¬ 
tion  in  the  House,  H.  R.  2136,  I  deeply 
regret  that  the  Rules  Committee  saw  fit 
to  present  this  legislation,  H.  R.  6000, 


under  a  so-called  closed  or  gag  rule.. 
This  procedure  will  compel  the  House  to 
swallow  the  bill  as  is  without  amend¬ 
ment. 

The  bill  does  help  the  insured  and  dis¬ 
abled  but  it  does  not  offer  any  substan¬ 
tial  relief  to  the  aged  citizens  of  America 
who  have  not  been  able  or  who  will  not  be 
able  to  qualify  as  a  covered  employee 
under  the  social-security  program  except 
those  in  a  few  favored  States.  Even 
with  the  amendments  proposed  in  H.  R. 
6000  millions  of  our  elderly  citizens  are 
without  the  mantle  of  protection  under 
this  law.  Under  the  philosophy  of  the 
present  social-security  law  it  was  be¬ 
lieved  that  as  time  passed  it  would  cover 
most  of  our  elderly  citizens  needing  aid. 
However,  the  law  has  been  in  effect  over 
10  years  and  experience  under  it  shows 
that  this  philosophy  was  false  and  that 
the  breach  is  widening  between  those 
covered  and  those  not  covered  by  the  law, 
the  majority  being  left  without  its  pro¬ 
tection.  In  October  of  last  year  the 
number  granted  cash  on  the  basis  of  need 
was  2,469,372  as  against  only  1,016,303 
retired  workers  receiving  old-age  in¬ 
surance. 

It  is  significant  that  the  fact-finding 
board  appointed  by  the  President  re¬ 
cently  to  consider  the  wage  dispute  be¬ 
tween  the  United  States  Steel  Corp.  and 
its  workers  reported  as  follows: 

The  concept  of  providing  social  insurance 
and  pensions  for  workers  in  industry  has  be¬ 
come  an  accepted  part  of  modern  American 
thinking.  Unless  Government  provides  such 
insurance  in  adequate  amount,  industry 
should  step  in  to  fill  the  gap. 

Government  *  *  *  has  failed  to  pro¬ 

vide  social  insurance  for  industrial  workers 
generally,  and  has  supplied  old-age-retire¬ 
ment  benefits  in  amounts  which  are  not  ade¬ 
quate  to  provide  an  American  minimum 
standard  of  living. 

This  is  in  line  with  the  findings  of 
many  commissions  and  social-security 
experts  who  have  considered  the  problem 
of  social  security  not  only  for  workers, 
but  for  the  aged,  handicapped,  and  dis¬ 
abled.  Ex-President  Hoover,  Chairman 
of  the  Commission  for  the  Organization 
of  the  Executive  Department,  in  consid¬ 
ering  this  important  problem  in  a  letter 
to  the  gentleman  from  North  Carolina, 
Chairman  Doughton,  of  the  Ways  and 
Means  Committee,  under  date  of  April  6. 
1949,  said: 

I  wish  to  say  at  once  that  I  strongly  favor 
Government  provision  for  protection  of  the 
aged  and  their  dependents. 

The  problem  before  the  Nation  is  to  ob¬ 
tain  a  workable  system,  with  a  minimum  of 
administrative  cost,  a  minimum  of  bureauc¬ 
racy,  adjusted  to  the  economic  strength  of 
the  country  which  gives  an  assurance  of  se¬ 
curity  to  this  group.  In  my  view,  we  have 
not  yet  found  that  system. 

I  should  like  to  make  two  general  observa¬ 
tions  : 

1.  There  is  an  illusion  about  the  whole  Fed¬ 
eral  old-age  and  survivors  insurance.  Be¬ 
cause  the  taxes  on  pay  rolls  are  paid  into  a 
trust  fund  and  paid  out  without  appropria¬ 
tion  by  Congress,  there  is  an  idea  that  these 
are  neither  taxes  nor  Federal  expenditures. 
They  are  just  as  much  a  burden  upon  our 
national  economy  as  any  other  tax  or  any 
other  Government  expenditure.  Also,  pay¬ 
roll  taxes,  however  justifiable,  are,  like  all 
other  taxes,  a  burden  on  the  standard  of  liv¬ 
ing  of  the  whole  Nation.  A  considerable  part 
of  the  pay-roll  taxes  paid  by  employers  in 
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the  long  run  Is  passed  to  the  people  as  a 
whole  in  prices,  and  a  considerable  part  of 
the  taxes  paid  by  wage  earners  is  passed  on. 
by  demands  for  increased  wages. 

2.  The  old-age  problem  has  been  thrust 
upon  the  Federal  Government  largely  by  the 
great  increase  in  longevity.  Its  dimensions 
are  indicated  by  the  fact  that  there  will  be 
by  1950  about  11,000,000  persons  over  65  years 
of  age.'  They  will  increase  in  numbers  ab¬ 
solutely  and  relatively,  both  with  the  increase 
in  population  and  with  the  constantly  ad¬ 
vancing  protections  to  health. 

Recently,  Mr.  Arthur  J.  Altmeyer,  Com¬ 
missioner  of  the  Social  Security  Admin¬ 
istration,  said: 

When  the  Social  Security  Act  was  passed, 
in  1935,  the  basic  idea  was  that  contributory 
social  insurance  would  be  a  first  line  of  de¬ 
fense  against  destitution.  It  was  expected 
that,  as  time  went  on.  Federal  and  State 
Governments  would  have  less  and  less  of  a 
burden  under  the  public-assistance  laws.  To¬ 
day,  however,  the  number  of  needy  persons 
receiving  public  assistance  is  greater  than 
it  has  been  at  any  time  since  the  passage  of 
the  Social  Security  Act.  Moreover,  the  num¬ 
ber  of  aged  persons  receiving  public  assist¬ 
ance  is  nearly  twice  as  great  as  the  number 
of  persons  receiving  benefits  under  the  Fed¬ 
eral  old-age  and  survivors  insurance  system. 

It  is  also  true  that  the  largest  proportion 
of  persons  receiving  what  we  call  general 
assistance,  as  distinguished  from  old-age  as¬ 
sistance,  aid  to  the  blind  and  aid  to  de¬ 
pendent  children,  consists  of  persons  who  are 
suffering  from  physical  disability.  If  our 
social-insurance  system  covered  disability,  we 
would  be  able  to  reduce  considerably  the  bur¬ 
den  on  States  and  localities  for  providing  this 
general  assistance. 

Mr.  Chairman,  while  this  bill,  H.  R. 
6000,  does  extend  its  coverage  to  give 
protection  to  a  large  number  of  employ¬ 
ees  not  now  covered,  it  is  wholly  lacking 
in  providing  security  for  the  elderly  citi¬ 
zens  of  America  who  are  not  able  to  qual¬ 
ify  as  an  insured  employee.  This  group 
is  a  large  one.  It  is  for  those  I  plead. 
Every  State  in  the  Union  has  a  long  list 
of  elderly  people  knocking  in  vain  at  the 
doors  of  public-welfare  offices  seeking 
some  protection  under  the  social-security 
law.  To  a  large  extent  their'  cries  are 
going  unheeded  by  reason  of  the  fact 
that  existing  legislation,  Federal  and 
State,  fails  to  provide  the  minimum  of 
social  security  insuring  shelter,  food,  and 
medical  care  for  America’s  aged.  This 
great  Nation,  with  the  greatest  produc¬ 
tive  power  of  any  nation  throughout  all 
history,  with  the  facilities,  manpower, 
and  know-how  to  produce  the  necessities 
of  life  not  only  for  our  own  people  but 
for  half  the  world  besides,  cannot  be  ex¬ 
cused  for  its  neglect  of  its  aged  citizens. 
It  has  taxed  its  people  to  send  overseas 
since  the  war  ended  over  $21,000,000,000 
to  help  to  rehabilitate  the  nations  of  the 
Old  World  and  thereby  insure  a  stable 
and  peaceful  world  and  protect  our  own 
country,  yet  it  falters  in  meeting  its  re¬ 
sponsibility  for  its  aged  citizens  at  home. 

This  bill,  H.  R.  6000,  we  are  consider¬ 
ing  seeks  to  amend  and  extend  social 
security  for  the  employed  and  disabled 
but  continues  to  leave  unprotected  the 
millions  of  other  aged  citizens  in  need 
who  cannot  qualify  as  employees  under 
it. 

The  United  States  is  a  Nation  with 
only  one-sixteenth  of  the  earth’s  popula¬ 
tion  and  only  6  percent  of  the  world’s 
area,  but  it  produces  nearly  seven-six¬ 


teenths  of  the  world’s  goods.  Our  people 
own  46  percent  of  the  world’s  electric 
power,  48  percent  of  its  radios,  54  percent 
of  the  telephones,  59  percent  of  its  steel 
capacity,  60  percent  of  its  life  insurance, 
85  percent  of  its  automobiles,  with  the 
most  schools,  the  most  churches,  and  the 
best  health  record.  Yet  we  refuse  to 
provide  meager  subsistence  for  millions 
of  our  aged  in  need. 

Mr.  Chairman,  I  will  repeat  some  of 
the  arguments  I  presented  to  the  Ways 
and  Means  Committee  when  the  propo¬ 
nents  of  the  Townsend  legislation  were 
granted  a  hearing  on  March  14  of  this 
year  in  which  I  discussed  the  merits  of 
the  Townsend  legislation  and  compared 
its  provisions  and  objectives  with  those 
of  the  existing  social -security  plan  which 
H.  R.  6000  seeks  to  amend  and  extend. 

As  a  Member  of  Congress  for  over  10 
years,  I  have  been  deeply  interested  in 
old-age  and  disability  security,  and  am 
the  author  of  H.  R.  2136. 

We  in  America  can  be  justly  proud  of 
our  achievements  in  the  development  of 
our  industrial  production  which  enables 
us  to  stand  in  the  forefront  of  all  nations 
in  the  ability  to  produce  food,  clothing, 
shelter,  and  other  necessities  of  life  in 
abundance,  not  only  for  our  own  people 
but  to  help  other  nations  in  need.  This 
was  a  major  factor  in  winning  the  war. 
However,  with  machine  labor  and  mass 
production,  we  have  found  that  the  el¬ 
derly  people  in  America,  by  reason  of  the 
very  success  we  have  achieved  in  produc¬ 
tion,  are  outcasts  and  have  been  deprived 
of  remunerative  employment  in  their  de¬ 
clining  years.  *  , 

Existing  social  and  economic  condi¬ 
tions  force  upon  us  the  complex  question 
of  security  for  the  individual  in  our  mod¬ 
ern  industrial  civilization.  Since  1919 
the  number  of  self-employed  individuals 
in  the  United  States,  including  farmers, 
has  remained  fairly  constant  at  about 
9  or  10  million.  During  the  same  period 
the  number  of  employees  in  the  American 
labor  force  has  risen  from  32,600,000  to 
over  60,000,000,  almost  double.  Since 
population  has  been  increasing  during 
this  entire  period,  the  percentage  of  self- 
employed  persons  in  the  United  States 
has  declined  from  about  22  percent  in 
1919  to  about  16.6  percent  in  1946.  In 
other  words,  we  are  facing  an  age-old 
problem  under  rapidly  changing  condi¬ 
tions. 

The  young  and  vigorous  are  on  the 
pay  rolls  of  this  machine  age  and  the  el¬ 
derly  citizens  are  relegated  to  the  side 
lines.  As  a  result  of  this  maladjust¬ 
ment,  we  find  the  aged  unemployed  in¬ 
creasing  in  numbers  and  in  want,  and 
we  are  faced  with  the  problem  of  social 
security  to  meet  the  needs  for  livelihood 
of  this  large  group. 

To  meet  this  problem  the  Congress 
passed  Public  Law  271  in  the  Seventy- 
fourth  Congress,  setting  up  a  social-se¬ 
curity  program  not  only  for  the  aged,  but 
for  the  blind,  dependent,  crippled  chil¬ 
dren,  and  with  certain  assistance  to 
maternal  and  child  welfare  and  public 
health.  The  Seventy-sixth  Congress 
made  extensive  amendments  to  the  law, 
and  as  a  result  we  now  have  two  major 
programs  governing  social  security- 
title  I  providing  grants  to  States  for  old- 
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age  assistance,  and  title  n  setting  up  a 
program  for  Federal  old-age  and  sur¬ 
vivors  insurance  benefits.  For  over  10 
years  now  these  laws  have  been  in  opera¬ 
tion,  and  we  find  that  they  fail,  in  many 
important  particulars,  to  meet  the  prob¬ 
lems  we  are  seeking  to  solve  in  providing 
adequate  social  security  for  the  aged  and 
disabled. 

The  Advisory  Council  on  Social  Secu¬ 
rity  to  the  Senate  Committee  on  Finance 
made  its  report  and  recommendations 
last  year.  The  Council  consisted  of  18 
outstanding  leaders,  representing  prac¬ 
tically  all  segments  of  our  industrial  and 
social  life.  Their  recommendations  are 
significant  in  that  they  point  out  the  de¬ 
ficiencies  of  the  existing  program  for  so¬ 
cial  insurance.  The  Council  found  three 
major  deficiencies  in  this  old-age  and 
survivors  insurance  program,  which  I 
quote  verbatim: 

1.  Inadequate  coverage — only  about  three 
out  of  every  five  jobs  are  covered  by  the 
program. 

2.  Unduly  restrictive  eligibility  require¬ 
ments  for  old  workers — largely  because  of 
these  restrictions,  only  about  20  percent  of 
those  aged  65  or  over  are  either  insured  or 
receiving  benefits  under  the  program. 

3.  Inadequate  benefits — retirement  bene¬ 
fits  at  the  end  of  1947  averaged  $25  a  month 
for  a  single  person. 

In  order  to  remedy  these  deficiencies, 
this  Advisory  Council  recommended  that 
the  coverage  be  extended  to  include  the 
self-employed,  farm  workers,  household 
workers,  employees  of  nonprofit  institu¬ 
tions,  Federal  civilian  employees,  railroad 
employees,  members  of  the  armed  serv¬ 
ices,  and  employees  of  State  and  local 
governments,  all  of  which  are  now  ex¬ 
cluded  from  the  benefits  of  the  act.  The 
Council  further  recommended  extending 
greater  liberality  in  eligibility  and  in¬ 
creased  benefits  and  survivors;  protec¬ 
tion.  The  findings  of  this  Council  clear¬ 
ly  disclose  that  the  present  social-secu¬ 
rity  program  is  basically  ’inadequate  and 
must  be  completely  overhauled  or  sup¬ 
planted  by  a  more  effective  program. 

There  were  more  than  100  bills  pend¬ 
ing  in  the  Eightieth  Congress  proposing 
changes  in  the  social-security  law.  Sev¬ 
eral  sought  to  increase  old-age  and  sur¬ 
vivors  insurance.  Forty-one  urged  in¬ 
creases  in  old-age  assistance.  Thirteen 
dealt  with  aid  to  dependent  children. 
These  all  pointed  to  the  inadequacy  of 
the  present  system  and  the  need  for  dras¬ 
tic  changes  or  the  enactment  of  a  new 
plan. 

I  will  discuss  some  of  the  failings  of 
the  present  system  of  old-age  security 
and  compare  it  with  the  proposal  em¬ 
bodied  in  H.  R.  2135  and  H.  R.  2136. 

The  problem  of  caring  for  the  aged,  the 
disabled,  and  dependent  children,  as 
seen  today  in  the  eyes  of  proponents  of 
the  Townsend  plan,  and  others,  is  that 
there  are  millions  of  such  persons  in  need 
among  us  who  are  not  now,  and  cannot  in 
the  future,  be  cared  for  in  an  honorable 
and  just  way  by  the  present  system  of 
social  security.  Under  this  system,  mil¬ 
lions  of  old  people  receive  either  no  sup¬ 
port  or  hopelessly  inadequate  support. 
The  system  which  has  been  set  up  is  ex¬ 
tremely  cocmplicated.  To  supply  these 
deficiencies  we  propose  H.  R.  2135  and 
H.  R.  2136. 
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In  the  Eighty-first  Congress,  several 
bills  identical  in  language,  propose  the 
Townsend  plan.  They  are  H.  R.  2135, 
Beatnik;  H.  R.  2136,  Angell;  H.  R.  2677, 
Withrow;  H.  R.  2743,  Van  Zandt;  H.  R. 
2792,  Feterson. 

This  is  a  self-financing  noncontribu¬ 
tory  retirement  system  under  which  ben¬ 
eficiaries  will  receive  annuities  as  a  mat¬ 
ter  of  right  without  reference  to  need  or 
prior  contributions.  It  is  Nation-wide 
and  covers  all  citizens  60  years  of  age  or 
over.  It  is  a  pay-as-you-go  system.  An¬ 
nuities  will  be  paid  currently  out  of  cur¬ 
rently  raised  revenues.  Sums  received 
by  annuitants  must  be  spent  within  30 
days.  The  existing  system  of  old-age 
and  survivors  insurance  and  old-age  as¬ 
sistance  is  abolished,  together  with  the 
pay-roll  tax  for  financing  old-age  and 
survivors’  insurance. 

OASI,  United  States  Code,  title  26, 
section  1400-1432;  title  42,  section  401- 
410a,  is  a  self-financing  contributory 
Federal  retirement  system  under  which 
the  insured  and  their  dependent  survi¬ 
vors  receive  annuities  as  a  matter  of 
right  in  an  amount  which  depends  on 
the  length  of  the  period  of  membership  in 
the  system  and  the  amount  of  wages  re¬ 
ceived  by  the  insured  during  such  period. 
It  is  a  system  under  which  a  reserve  is 
built  up  against  the  accumulating  liabil¬ 
ities  for  persons  who  will  retire  in  later 
years.  The  reserve,  however,  is  more  in 
the  nature  of  a  contingency  reserve  than 
a  full  reserve.  Individual  accounts  are 
kept  for  each  worker. 

United  States  Code,  title  42,  sections 
301-306,  601-606,  1201-1206  contains 
provisions  corresponding  to  those  pro¬ 
vided  under  the  Townsend  proposal  giv¬ 
ing  grants  to  States  for  old-age  assist¬ 
ance  without  contribution. 

This  is  a  noncontributory  State  sys¬ 
tem,  aided  by  Federal  grants,  under 
which  payments  are  made  to  benefici¬ 
aries  on  a  basis  of  need  in  an  amount 
fixed  by  State  law.  The  State  programs, 
though  they  must  conform  to  the  re¬ 
quirements  of  title  I  of  the  Social  Secu¬ 
rity  Act,  differ  widely  in  type  from  State 
to  State. 

The  philosophy  and  objectives  of  the 
Townsend  proposal  as  compared  with 
the  philosophy  and  objectives  of  the  ex¬ 
isting  system  have  much  in  common, 
but  there  are  marked  differences.  The 
Townsend  proposal  would  give  recogni¬ 
tion  to  the  past  labors  of  the  aged  and 
would  offer  them  dividends  from  the 
wealth  they  helped  to  create..  It  would 
give  this  as  a  matter  of  right  without  any 
direct  relation  to  specific  monetary  con¬ 
tributions.  The  existing  old-age  and 
survivors  insurance  program  gives  bene¬ 
fits  as  a  matter  of  right  but  ties  them 
to  a  principle  of  insurance — something 
that  each  prospective  annuitant  and  his 
employer  buys  as  he  participates  in  the 
productive  processes  of  the  country. 
Finally,  old-age  assistance  is  provided  to 
the  aged  who,  because  of  the  lateness  of 
starting  the  program  of  old-age  and  sur¬ 
vivors  insurance  or  because  of  inade¬ 
quate  coverage  or  benefits,  are  in  need 
and  should  be  helped. 

Townsend  plan:  Annuitites  should  be 
offered  with  neither  the  stigma  of  char¬ 
ity  nor  the  aroma  of  poverty.  They 


should  be  offered  as  a  matter  of  right  as 
dividends  from  the  national  wealth  the 
aged  have  helped  to  create.  The  system 
should  be  one  to  replace  the  complicated, 
arbitrary  and  inequitable  provisions  of 
the  existing  law.  It  should  be  one  which 
will  have  a  stimulative  effect  upon  our 
economy  and  one  which  will  help  to  make 
available  jobs  to  all  the  young  who  will 
replace  the  aged  as  the  latter  move  into 
retirement  at  a  decent  standard  of  living. 

Only  noncontributory  pensions  will 
meet  the  needs  of  those  now  grown  old 
who  are  in  need  because  of  past  neglect 
in  providing  an  adequate  contributory 
retirement  system.  Since  at  the  time 
the  system  was  adopted  most  of  the 
States  were  financially  unable  to  assume 
the  burden  of  so  many  aged  who  moved 
on  to  Federal  relief  rolls;  it  was  deemed 
proper  to  continue  to  provide  Federal 
aid  to  States  to  provide  relief  to  those 
aged  who  were  in  need.  * 

Much  of  the  argument  in  support  of 
the  Townsend  plan  stems  from  the  lim¬ 
ited  coverage  and  inadequate  benefits  of 
the  present  system.  For  example,  most 
of  today’s  aged  who  are  not  working  left 
the  labor  force  before  they  could  build  up 
rights  to  benefits  under  OASI.  And  even 
among  the  young  and  still  employed, 
under  the  present  OASI  system,  there  is 
no  coverage  for  jobs  in  agriculture,  do¬ 
mestic  service  in  private  homes,  Federal, 
State,  and  local  government  employees, 
and  workers  in  religious,  charitable,  and 
certain  other  nonprofit  organizations,  the 
self-employed,  and  others  as  well.  About 
one-third  of  the  workers  engaged  in  em¬ 
ployment  are  not  covered  by  the  system ; 
and  of  the  78,700,000  living  persons  with 
OASI  wager  credits  at  the  end  of  1948, 
about  40,500,000  were  neither  fully  nor 
currently  insured  on  the  basis  of  their 
wage  records,  and  hence  were  not  pro¬ 
tected  under  the  programs.  In  the  Fed¬ 
eral  Security  Agency,  Social  Security 
Administration,  Annual  Report,  1947, 
section  1,  page  7,  18,  39,  it  is  said: 

Under  our  present  provisions  it  would  be 
possible  for  an  individual  to  work  at  some 
time  during  the  course  of  his  working  life 
in  jobs  covered  by  Federal  old-age  and  sur¬ 
vivors  insurance,  the  Railroad  Retirement 
Act,  the  Civil  Service  Retirement  Act,  and 
the  retirement  plan  of  a  State  or  locality. 
According  to  the  length  and  timing  of  such 
employments,  he  might  become  eligible  to 
receive  retirement  benefits  under  one  or  more 
or  all  of  these  plans.  Another  man,  with 
similar  earnings  under  several  of  the  pro¬ 
grams,  may  go  through  a  working  life  with¬ 
out  ever  acquiring  retirement  rights  under 
any.  Conceivably  the  survivors  of  a  worker 
who  dies  might  be  eligible  for  benefits  under 
a  Federal  old-age  and  survivors  insurance 
system  as  well  as  under  a  State  workmen’s 
compensation  law  and  under  general  veter¬ 
ans’  legislation.  Another  family,  equally  in 
need  of  income  to  replace  the  father’s  earn¬ 
ings,  may  have  had  no  opportunity  to  gain 
protection  under  any  of  these  programs. 

No  Federal  provision  is  made  to  care 
for  the  disabled  other  than  the  needy 
blind.  In  the  same  report,  pages  21  and 
22,  it  is  said : 

The  United  States  is  unique  among  major 
industrial  nations  in  its  lack  of  a  general 
disability  insurance  system.  Compensation 
for  wage  loss  due  to  incapacity  is  confined 
in  this  country  to  work-connected  acci¬ 
dents  or  diseases  in  industry  and  commerce, 
to  service  in  the  armed  forces,  and  to  em¬ 
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ployment  in  the  railroad  industry  or  by  gov¬ 
ernment.  Two  States  provide  benefits  for 
temporary  disability  under  arrangements 
similar  to  unemployment  insurance  and 
with  the  same  coverage.  In  June  1947  these 
special  systems,  in  the  aggregate,  reached 
very  few  of  the  2,000,000  to  2,500,000  per¬ 
sons  disabled  on  an  average  day  and  recently 
in  the  labor  force,  who  but  for  their  in¬ 
capacity  would  be  working  or  seeking  work. 

The  Social  Security  Administration  in 
this  report,  pages  1  to  63,  concedes  the 
limitations  of  the  present  law  and 
strongly  urges  extension  of  coverage. 
The  present  law  was  and  continues  to 
be  considered  simply  as  a  cornerstone 
of  a  structure  which  was  to  be  expanded. 
Approach  has  been  piecemeal  and  dic¬ 
tated  by  practical  considerations.  There 
has  been  the  fear  that  in  attempting  to 
accomplish  too  much  all  would  be  lost. 

Under  the  existing  law  under  old-age 
and  survivors’  insurance  the  average 
benefits  are  approximately  $25  per 
month  according  to  the  latest  data  avail¬ 
able  from  Social  Security  records.  To 
obtain  this  payment  the  worker  and  the 
employer  would  have  to  make  contribu¬ 
tions  over  ar  long  period  of  time.  On  the 
other  hand  the  average  of  old-age  as¬ 
sistance — not  available  to  those  under 
the  retirement  plan  but  given  only  on  a 
claim  of  need — was  some  $16  more  per 
month  than  the  old-age  and  survivors’ 
insurance  payments.  According  to  late 
figures  payments  in  Colorado  reached 
$67.08,  in  California  $70.55,  in  Washing¬ 
ton  $67.11,  in  my  own  State  of  Oregon, 
$48.21.  It  is  thus  shown  that  those  re¬ 
ceiving  assistance  who  did  not  contrib¬ 
ute  to  the  program  received  very  sub¬ 
stantially  more  than  those  who  through 
the  years  contributed  taxes  based  on 
monthly  incomes. 

It  is  reported  that  recipients  of  relief 
now  exceed  by  nearly  1,500,000  the  in¬ 
sured  workers  who  are  drawing  benefits. 
In  the  month  of  October  last  the  number 
granted  cash  on  the  basis  of  need  totaled 
2,469,372  as  against  1,016,303  retired 
workers  receiving  old-age  insurance. 
This  experience  is  directly  opposite  to 
that  contemplated  when  the  Social  Secu¬ 
rity  Act  was  enacted.  It  was  believed 
that  gradually  all  old-age  beneficiaries 
would  come  under  the  provisions  of  the 
old-age  and  survivors  insurance  program 
and  those  receiving  assistance  on  the 
basis  of  need  would  be  gradually  reduced 
and  eventually  eliminated. 

Mr.  Arthur  J.  Altmeyer,  Commissioner 
for  Social  Security,  in  an  article  appear¬ 
ing  in  the  Social  Security  Bulletin  for 
December  1948,  said: 

Today  we  have  Federal  old-age  and  sur¬ 
vivors  insurance  and  a  railroad  social  insur¬ 
ance  system  that  covers  the  risk  of  wage 
loss  from  old  age,  premature  death,  tem¬ 
porary  and  permanent  disability,  maternity, 
and  unemployment.  We  have  unemploy¬ 
ment  insurance  laws  in  all  the  States  and 
Territories.  We  have  1,800  permanent  full¬ 
time  public  employment  offices.  We  also 
have  temporary  disability  laws  in  three 
States,  covering  loss  of  wages  due  to  non¬ 
industrial  accident  and  sickness.  Besides 
these  forms  of  social  insurance,  we  have  in 
effect  federally  aided  State-wide  old-age  as¬ 
sistance  programs  in  all  the  States,  aid  to 
dependent  children  in  all  States  but  one, 
and  aid  to  the  blind  in  all  but  four 
States  *  *  *. 
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Benefits  paid  under  the  various  forms  of 
social  Insurance  are  for  the  most  part  Inade¬ 
quate.  The  Increase  In  the  benefits  that 
have  occurred  have  not  kept  pace  with  the 
Increased  cost  of  living.  Moreover,  as  I 
have  already  Indicated,  only  three  States 
provide  protection  against  loss  of  wages  re¬ 
sulting  from  nonlndustrlal  accidents  and 
diseases.  There  is  no  protection  under  Fed¬ 
eral  old-age  and  survivors  Insurance  against 
permanent  total  disability.  There  Is  no  pro¬ 
tection  under  either  Federal  or  State  law 
against  the  costs  of  medical  care. 

As  far  as  the  various  forms  of  public  as¬ 
sistance  are  concerned,  the  Federal  Govern¬ 
ment  has  provided  Increased  participation  in 
the  costs.  This  Increased  participation  has 
enabled  the  States  to  provide  more  financial 
assistance  to  needy  persons  than  they  other¬ 
wise  would  have  been  able  to  do.  Therefore, 
the  increase  in  Federal  participation  is  de¬ 
sirable  in  itself.  At  the  same  time,  however, 
that  more  Federal  participation  has  been 
provided  in  meeting  the  cost  of  public  as¬ 
sistance,  there  has  been  a  lopsided  develop¬ 
ment  of  our  total  social-security  system. 

A  major  defect  in  the  present  system  is 
the  smallness  of  individual  payments, 
and  their  inadequacy  in  providing  a  de¬ 
cent  standard  of  living.  As  one  of  my 
colleagues  has  said,  the  old-age  insurance 
program  1s  allegedly  based,  in  respect  to 
the  payments  to  the  recipients,  upon  the 
contributions  made  by  the  workers,  the 
employees,  and  their  employers.  A  vast 
actuarial  scheme  has  been  set  up,  requir¬ 
ing  the  attention  and  deliberation  of 
highly  trained  actuaries.  Great  shelves 
are  being  filled  with  volumes  of  statis¬ 
tics,  weighted  averages,  median  lines, 
maximums,  minimums,  involved  and  in¬ 
tricate  forms.  At  the  end,  what  hap¬ 
pens?  At  the  end,  the  average  worker 
comes  out  with  about  $25  a  month,  far 
less  than  he  would  get  if  he  were  under 
the  old-age  assistance  program.  This 
plan  actually  contemplates  that  these 
actuarial  calculations  will  become  effec¬ 
tive  against  a  boy  16  years  of  age  who 
is  in  a  covered  occupation,  and  that  for 
50  years,  until  he  is  65  years  of  age,  the 
Social  Security  Board  will  keep  track  of 
his  employers  and  of  the  tax  payments 
made  from  his  wages;  also  of  his  wife, 
his  children,  his  job,  and  his  compensa¬ 
tion;  and  then,  as  a  result  of  those  cal¬ 
culations,  it  will  determine  what  that 
young  man  will  receive  50  years  from 
now.  In  other  words,  these  actuarial 
calculators  are  now  calculating  whether 
50  years  from  now  that  boy  will  get 
$10.50,  or  $19,  or  $20.  In  the  next  10 
or  20  years  we  are  going  to  have  crisis 
after  crisis;  what  these  crises  may  be,  no 
one  can  readily  predict;  but  certain  It  is 
that  many  of  them  will  bring  widespread 
economic  dislocation.  And  here  is  a 
group  of  men  who  solemnly  assert  that 
by  means  of  this  actuarial  system  they 
are  at  this  time  determining  how  much 
workers  will  be  paid  10  to  20  to  50  or  even 
100  years  from  now.  The  sad  and 
pathetic  aspect  of  it  is  that  these  pay¬ 
ments  will  amount  to  only  approximately 
$10  a  month,  which  is  the  minimum,  or 
up  to  approximately  $60  a  month,  which 
is  the  maximum.  As  a  matter  of  fact, 
these  payments  are  so  meager  and  so 
low  that  they  nauseate  and  sicken  the 
human  heart.  It  Is  true  H.  R.  6000  In¬ 
creases  these  payments  which  is  com¬ 
mendable. 


Subject  to  particular  attack  has  been 
the  fact  that  the  average  payments  un¬ 
der  public  assistance,  for  which  a  show¬ 
ing  of  need  is  required,  exceed  on  the 
average  payments  under  OASI  toward 
which  the  beneficiaries  have  actually 
made  payments  as  shown  in  the  Social 
Security  Bulletin,  November  1947,  pages 
34  to  36,  and  in  Social  Security  Bulletin, 
October  1947,  page  33.  It  is  also  pointed 
out  that  it  is  rash  to  attempt  to  fix  by 
statute  and  provide  through  reserves  the 
payments  that  will  be  paid  many  years 
hence.  Changes  in  the  purchasing  power 
of  the  dollar  are  so  great  that  attempts 
of  one  generation  to  set  minimum  decent 
standards  of  living  for  succeeding  gen¬ 
erations  cannot  but  prove  fruituless  and 
just  waste  motion. 

It  is  not  possible  to  estimate  definitely 
the  per  capita  annuity  that  would  be 
available  under  the  Townsend  proposal 
should  it  be  enacted.  Its  virtue  is  its 
elasticity,  the  monthly  payments  keep¬ 
ing  pace  with  the  purchasing  power  of 
the  dollar.  The  tax  formula  could  be 
changed  by  the  Congress  from  time  to 
time  to  meet  the  existing  needs.  Since 
the  amount  of  the  monthly  payments  for 
the  beneficiaries  depends  upon  the  tax 
collected  and  the  number  of  eligible  citi¬ 
zens  who  apply  for  the  annuities,  it  is 
not  possible  to  determine  with  any  de¬ 
gree  of  accuracy  what  these  payments 
would  be  without  knowing  the  national 
gross  income  and  the  number  of  recipi¬ 
ents.  However,  amounts  payable  under 
the  Townsend  plan  will  be  found  by  sub¬ 
tracting  administrative  costs  from  tax 
receipts  and  dividing  by  number  of  bene¬ 
ficiaries.  Proponents  of  the  plan  have 
variously  estimated  the  benefits  that 
would  be  payable  monthly. 

At  the  present  time  old-age-assistance 
payments  are  financed  through  congres¬ 
sional  and  State,  and  sometimes  local, 
appropriations.  No  special  Federal  levy 
is  made  to  finance  the  Federal  share. 
Payments  to  the  recipients  are  actually 
made  by  the  States.  The  Federal  con¬ 
tribution  for  payments  to  the  aged  and 
blind  is  three-fourths  of  the  first  $20, 
plus  one-half  of  the  remainder  up  to  $50. 
It  is  three-fourths  of  the  first  $12  for 
each  child,  one-half  of  the  next  $15  for 
the  first  child  and  one-half  of  the  next 
$6  for  each  additional  child.  The  maxi¬ 
mum  Federal  contribution  is  $50  for  the 
aged  and  blind,  $27  for  the  first  depend¬ 
ent  child,  and  $18  for  each  additional 
child. 

Under  the  Townsend  plan,  each  In¬ 
stallment  of  the  annuity  received  must 
be  spent  within  the  United  States  by 
the  end  of  30  days  after  its  receipt.  The 
proceeds  from  the  sale  of  real  property 
acquired  through  the  use  of  money  re¬ 
ceived  as  an  annuity  must  be  spent  with¬ 
in  6  months.  The  purpose  of  this  is  to 
keep  the  money  in  circulation,  stimulate 
the  economy,  and  stabilize  production. 
There  is  no  comparable  provision  appli¬ 
cable  to  payments  under  OASI  or  public 
assistance. 

Complications  involved  in  the  admin¬ 
istration  of  old-age  and  survivors  insur¬ 
ance  are  frequently  pointed  to  as  one 
of  the  arguments  against  that  system. 
“Illusory,”  “sheer  fraud,”  “swindle”  are 
favorite  epithets  for  attacking  the  re¬ 


serve.  A  discussion  of  this  appears  in 
Legislative  Reference  Public  Affairs  Bul¬ 
letin  No.  46,  1946,  Financing  Social  Se¬ 
curity,  pages  41-61.  A  more  recent  fur¬ 
ther  attack  has  been  made  by  John  T. 
Flynn  in  his  Our  Present  Dishonest  Fed¬ 
eral  Old-Age  Pension  Plan,  Reader’s  Di¬ 
gest,  May  1947.  This  is  reprinted  in  the 
Congressional  Record,  May  5,  1947,  page 
4613. 

The  great  objection  to  the  public  as¬ 
sistance  programs  is  that,  being  State 
administered,  amounts  paid  vary  greatly 
not  only  as  between  States  but  also  as 
between  localities  within  the  same  State. 
So  far  as  the  Townsend  proposal  is  con¬ 
cerned,  none  of  the  foregoing  would  pre¬ 
sent  a  problem,  but  the  proposal  would 
have  some  problems  of  its  own  to  be 
worked  out.  Some  of  the  foregoing 
points  I  will  now  consider  in  further 
detail. 

The  Bureau  of  Internal  Revenue  is  to 
collect  the  tax  under  the  proposed  Town¬ 
send  plan  law.  Every  person  having  a 
personal  income  in  excess  of  $250  and 
all  other  persons  or  corporations  having 
any  gross  receipts  would  be  required  to 
make  monthly  returns.  Much  of  this 
work  of  collection  could  be  eliminated  if 
a  method  of  collection  at  the  source  were 
devised.  Another  administrative  prob¬ 
lem  would  be  the  sending  out  of  the 
checks  each  month  to  the  pensioners. 
A  similar  problem  is  now  being  met  un¬ 
der  the  Social  Security  Act. 

Under  old-age  and  survivors  insur¬ 
ance,  the  Social  Security  Administration 
in  the  Federal  Security  Administration 
administers  the  payment  of  benefits, 
while  the  Bureau  of  Internal  Revenue 
collects  the  tax.  The  cost  of  adminis¬ 
tering  this  program  is  now  running 
around  $50,000,000  per  year.  Total  costs 
through  1947  were  about  15  percent  of 
benefits  paid  out  and  a  little  more  than 
2  percent  of  total  receipts — taxes  plus 
interest  on  assets.  For  the  fiscal  year 
1947,  administrative  costs  were  2.5  per¬ 
cent  of  receipts  and  9.6  percent  of  bene¬ 
fit  payments.  Part  of  the  administra¬ 
tive  chore  is  keeping  the  wage  records  of 
78,700,000  living  persons  and  determin¬ 
ing  the  amount  of  benefit  each — and  his 
family — is  entitled  to  if  and  when  he  or 
they  become  eligible  for  a  benefit  pay¬ 
ment. 

Though  old-age  and  other  public  as¬ 
sistance  plans  are  State  administered, 
the  Federal  Government  contributes  to 
the  administrative  costs.  The  contribu¬ 
tion  is  5  percent  of  the  grant  for  old-age 
assistance  and  one-half  the  cost  of  ad¬ 
ministering  aid  to  dependent  children 
and  the  blind.  The  total  Federal  and 
State  administrative  costs  in  the  fiscal 
year  1947  ran  approximately  as  follows; 
Old-age  assistance,  $50,026,000;  depend¬ 
ent  children  $21,289,000;  needy  blind 
$2,396,000.  The  costs  ran  higher  for  the 
year  1948  but  the  break-down  is  not  yet 
available. 

Proponents  of  the  Townsend  plan  be¬ 
lieve  that  the  economy  of  the  Nation 
will  benefit  by  reason  of  the  expenditure 
of  the  annuity  within  30  days  after  its 
receipt.  According  to  the  bill  (a)  the 
annuity  shall  be  spent  within  the  con¬ 
fines  of  the  United  States,  its  Territories, 
and  possessions ;  (b)  each  installment  of 
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the  annuity  shall  be  spent  by  the  an¬ 
nuitant  within  30  days  after  the  time 
of  Its  receipt;  (c)  an  annuitant  shall  not 
engage  in  any  occupation,  business,  or 
other  activity  from  which  a  profit,  wage, 
or  other  compensation  is  realized  or  at¬ 
tempted,  except  that  nothing  in  this  title 
shall  be  construed  to  prohibit  an  an¬ 
nuitant  from  collecting  interest,  rents,  or 
other  revenues  from  his  own  investments. 
No  annuitant  shall  support  an  able- 
bodied  person  in  idleness  except  a 
spouse;  (c)  any  sum  received  by  an  an¬ 
nuitant  which  represents  the  proceeds 
of  a  sale  of  any  real  property  acquired 
through  the  use  of  money  received  as  an 
annuity  under  this  title  shall  be  expended 
by  the  annuitant  within  6  months  after 
the  receipt  of  such  proceeds  of  such 
a  sale. 

The  thought  behind  this  proposal  is 
that  in  the  years  before  the  war  people 
in  general  tended  to  hoard  their  earn¬ 
ings.  Consumption  did  not  keep  pace 
with  our  ability  to  produce.  The  result 
was  that  we  had  underproduction,  un¬ 
derconsumption,  and  unemployment. 
Under  the  Townsend  plan  there  will  be 
no  incentive  for  elderly  people  of  limited 
income  to  hoard  their  meager  earnings 
as  the  haunting  fear  of  old  age  and 
destitution  will  have  been  removed.  The 
proceeds  of  the  tax  will  go  to  people  who 
will  move  out  of  employment.  They  will 
be  required  to  spend  the  proceeds  of 
their  annuities  within  30  days.  This  will 
stimulate  production,  production  will 
promote  employment,  the  younger  will 
move  into  jobs  vacated  by  the  aged,  and 
we  will  have  prosperity. 

The  old-age  and  survivors  insurance 
program,  being  a  contributory  plan  based 
upon  contributions  by  both  employers 
and  employees,  each  paying  a  tax  of  1 
percent  of  the  first  $3,000  of  wages,  to  be 
increased  to  1  y2  percent  in  1950-51  and 
2  percent  thereafter,  is,  in  effect,  a  tax 
on  production  and  a  burden  on  all  citi¬ 
zens.  The  plan  gives  inadequate  relief 
to  those  covered  and  is  unjust  to  those 
not  covered.  These  taxes  go  into  what  is 
called  a  trust  fund  which,  on  June  30, 
1949,  amounted  to  $11,200,000,000.  The 
Government  spends  the  trust  funds  as 
received  for  the  regular  expenses  of  Gov¬ 
ernment,  and  replaces  the  funds  with 
Government  securities  bearing  interest 
paid  by  the  Government,  which  encour¬ 
ages  deficit  spending.  It  follows  that 
when  these  funds  are  needed,  in  lieu  of 
the  bonds  the  Government  will  be  obliged 
to  levy  another  tax  on  all  taxpayers  to 
meet  the  demands  upon  the  fund.  Not¬ 
withstanding  this  huge  balance  in  the 
trust  fund  on  December  31,  1948,  there 
had  been  paid  to  beneficiaries  under  the 
program  up  to  that  date,  only  $2,328,- 
606,000.  The  cost  of  administering  this 
program  is  now  running  approximately 
$50,000,000  a  year.  For  the  fiscal  year 
1948  administrative  costs  were  10.8  per¬ 
cent  of  the  benefit  payments.  A  major 
part  of  the  heavy  administrative  work  is 
in  keeping  the  wage  records  of  78,700,000 
living  people  and  determining  the 
amount  of  benefits  each — including  his 
family — is  entitled  to  if  and  when  he  be¬ 
comes  eligible  for  benefit  payments.  To 
be  fully  insured  for  life  a  worker  must 
have  40  calendar  quarters  of  covered  em¬ 


ployment.  Minimum  benefits  for  a 
worker  are  $10  a  month,  and  for  a  worker 
and  his  wife,  $15.  Maximum  benefits 
currently  paid  are  $45.20  for  a  worker 
and  $67.80  for  a  worker  and  his  wife. 
The  average  payments  as  of  December 
1948  were  $25.40  for  avworker  and  $38.10 
for  a  man  and  his  wife.  This  old-age  and 
survivors  insurance  plan  contemplates 
these  actuarial  calculations  would  be¬ 
come  effective  for  a  boy  16  years  of  age  in 
a  covered  occupation  and  that  for  50 
years  or  until  he  is  65  years  of  age,  the 
Social  Security  Board  will  keep  track  of 
his  employers’  and  his  tax  payments 
made  from  his  wages  and  other  essential 
data  covering  the  case,  and  based  there¬ 
on  will  determine  what  he  will  receive  in 
benefits  50  years  from  now  which,  ac¬ 
cording  to  present  average  payments, 
would  be  about  $25  a  month.  With  the 
ups  and  downs  in  the  economic  conditions 
of  our  Nation  and  the  fluctuation  in  the 
value  of  the  dollar,  it  is  at  once  apparent 
that  the  whole  scheme  is  unworkable 
and,  in  fact,  offers  little  social  security  to 
our  workers.  These  workers,  who,  with 
their  employers  have  been  taxed  through 
the  years  and  who  are  now  receiving  only 
an  average  payment  of  $25  a  month,  are 
receiving  less  than  many  of  the  old-age 
beneficiaries  who  pay  no  tax  to  the  fund. 
In  the  meantime,  the  Federal  Govern¬ 
ment  is  piling  up  a  huge  so-called  reserve 
fund  which,  in  reality,  is  only  a  paper 
fund  as  the  actual  moneys  are  expended 
as  received  by  Government  bureaus,  and 
only  I  O  U’s  are  left  in  the  fund. 

All  of  these  difficulties  would  be 
avoided  by  the  enactment  of  legislation 
of  the  type  we  propose  in  H.  R.  2135  and 
H.  R.  2136  which,  as  I  have  said,  is  a 
pay-as-you-go  plan  and  is  financed  from 
current  receipts,  to  which  all  contribute 
who  come  within  the  tax  formula.  Par¬ 
ticularly,  it  would  eliminate  the  unsound 
reserve  fund,  the  bureacratic  spenders’ 
paradise  for  inflation  and  deficit  spend¬ 
ing.  Furthermore,  our  proposal  would  be 
elastic  so  that  monthly  annuities  neces¬ 
sary  to  enable  the  recipient  to  maintain 
himself  in  decency  and  health,  would  be 
determined  currently,  based  on  existing 
conditions  and  tax  revenues  collected, 
and  which  would  be  adequate  to  meet 
necessary  living  expenses. 

While  it  is  true  H.  R.  6000  provides 
additional  funds  to  carry  on  the  old-age 
assistance  program,  the  revised  method 
of  allocation  of  the  funds  to  the  recip¬ 
ients  is  so  arranged  that  the  additional 
Federal  assistance  will  go  to  those  States 
in  the  Union  which  have  provided  the 
least  help  to  the  aged.  As  shown  by  the 
tables  on  page  41  of  the  committee  report 
in  the  “Old  age  groups  receiving  from 
$20  to  $45  per  month”  of  which  only  $5 
to  $17.50  is  contributed  by  States  and 
local  funds,  recipients  may  receive  an 
increase  from  Federal  funds  of  from  $5 
to  $1.25  a  month,  providing  the  States 
make  the  same  contributions  heretofore 
given.  However,  the  States  such  as  Cali¬ 
fornia,  Colorado,  Washington,  and  my 
own  State  of  Oregon,  which  have  con¬ 
tributed  more  generously  to  the  welfare 
of  these  people  will  receive  no  additional 
Federal  funds. 

It  is  apparent,  therefore,  that  the  Pa¬ 
cific  Coast  States  will  receive  no  addi¬ 


tional  Federal  contributions  under  this 
law  to  pass  on  to  old-age  annuitants  un¬ 
der  the  old-age  assistance  provisions  of 
social  security  and  they  will  be  relegated 
to  the  existing  inadequate  allowances  for 
the  needy  citizens. 

The  old-age  assistance  program  under 
the  present  social-security  law  is  also 
wholly  inadequate  to  provide  a  decent 
annuity  to  old  people  of  our  Nation  who 
come  within  its  provisions.  It  is  a  star¬ 
vation  allowance.  There  is  little  uni¬ 
formity  in  the  payments  made  in  the 
several  States.  Many  old-age  annuitants 
are  suffering  from  malnutrition  and  star¬ 
vation.  In  my  own  home  city  this  news 
item  appeared: 

OLD-AGE  PENSIONER  FOUND  '  CRITICALLY  ILL 

Leonard  Dow,  79,  Lind  Hotel,  old-age  pen¬ 
sioner  wlio  was"  found  seriously  ill  in  his 
room  Friday,  was  taken  to  the  Emergency 
Hospital.  Attendants  said  he  is  suffering 
from  pneumonia  and  malnutrition.  He  later 
was  admitted  to  Permanente  Hospital,  where 
his  condition  is  reported  critical.  Dow  is  the 
third  elderly  person  found  this  week  in  need. 

Many  of  our  aged  citizens  throughout 
the  United  States  are  similarly  situated. 
If  we  are  to  preserve  the  American  way 
of  life  and  our  economic  and  democratic 
processes  under  free  enterprise,  we  must 
find  a  solution  not  only  for  our  unem¬ 
ployment  problems  but  also  for  the  prob¬ 
lems  of  providing  adequate  care  for  the 
aged  and  disabled.  With  an  accelerating 
advance  in  technology  in  the  post-war 
era,  and  with  the  commercial  develop¬ 
ment  of  atomic  energy  presaging  more 
rapid  transitions  in  mass  production,  the 
social  risks  and  hazards  of  unemploy¬ 
ment  and  old  age  are  increased.  Rather 
than  see  workers  pushed  from  active 
labor  force,  hit  or  miss,  the  logical  policy 
to  follow  is  one  of  selection.  The  older 
group  has  earned  retirement.  Many  of 
them  are  not  covered  by  the  Social  Secur¬ 
ity  Act.  By  covering  the  entire  group, 
the  whole  process  of  business  activity 
will  be  stabilized.  Retirement  payments 
will  provide  continuous  buying  power, 
will  provide  the  needed  balance  in  mar¬ 
ket  demand,  and  will  help  to  provide  mass 
consumption  without  which  our  mass- 
production  economy  cannot  function  suc¬ 
cessfully.  It  will  lead  the  way  to  greater 
prosperity  in  our  Nation. 

It  was  by  reason  of  these  deficiencies 
in  the  old-age  security  program  that 
those  of  us  in  the  Congress  interested  in 
the  problem  introduced  the  Townsend 
legislation,  which  is  embodied  in  H.  R. 
2135  and  H.  R.  2136.  The  closed  rule  by 
which  we  are  bound  does  not  permit  an 
amendment  being  offered  embodying  our 
proposal. 

The  aged,  through  no  fault  of  their 
own,  through  the  fiat  of  industry,  are 
denied  a  part  in  production.  They  toiled 
the  longest  in  production  and  should  not, 
when  old,  be  deprived  of  taking  part  in 
consumption.  They  are  the  victims  of 
an  industrial  system  for  which  they  are 
not  responsible.  Society  owes  a  duty  to 
these  old  folks,  and  it  can  only  perform 
this  duty  by  establishing  a  national  an¬ 
nuity  system  providing  against  the  haz¬ 
ards  of  old  age  and  disability.  There 
are  now  millions  among  us  60  years  of  age 
and  over  who  are  not  now  being  cared  for 
in  an  honorable  and  just  way  by  the  pres- 
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ent  system  of  social  security,  and  are  re¬ 
ceiving  no  support  from  any  source  or 
hopelessly  inadequate  support.  Our  plan 
would  replace  the  complicated,  arbitrary, 
and  inequitable  provisions  of  the  existing 
law.  It  is  financed  by  a  gross  income  tax 
in  which  all  participate.  As  I  have  al¬ 
ready  said,  it  is  a  pay-as-you-go  system, 
and  annuities  will  be  paid  currently  each 
month  out  of  currently  raised  revenues, 
and  the  sums  so  received  by  annuitants 
must  be  spent  within  30  days:  Under 
the  plan  the  existing  system  of  old-age 
and  survivors  insurance  and  old-age  as¬ 
sistance  will  be  abolished  and  a  new  pro¬ 
gram  substituted  therefor.  This  proposal 
gives  recognition  to  the  past  labors  of  the 
aged  and  would  offer  them  dividends 
from  the  wealth  of  American  industry 
which  they  helped  to  create.  These  an¬ 
nuities  are  provided  for  these  self-re¬ 
specting  American  citizens  as  a  matter 
of  right,  without  reference  to  need  or 
prior  contributions,  and  with  neither  the 
stigma  of  charity  or  the  aroma  of 
poverty. 

Mr.  Chairman,  I  regret,  as  I  have  said 
before,  that  the  Rules  Committee  has 
brought  this  legislation  before  the  House 
under  a  gag  rule  which  will  not  permit 
any  amendments  and  which  will  not  give 
the  House  an  opportunity  to  vote  upon  an 
amendment  embodying  the  Townsend 
legislation.  I  trust  that  if  the  bill  passes 
the  House  the  Senate  will  make  it  pos¬ 
sible  for  the  Congress  to  pass  judg¬ 
ment  upon  a  Federal  social-security  pro¬ 
gram  which  will  eliminate  State  lines 
and  make  it  possible  for  all  of  the  aged 
and  disabled  citizens  and  dependent  wid¬ 
ows  and  children  of  the  United  States 
to  have  adequate  social  security  protec¬ 
tion,  which  they  are  not  accorded  under 
the  present  social-security  law,  even 
after  it  is  amended  by  the  provisions  of 
H.  R.  6000. 

(Mr.  ANGELL  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WOODRUFF.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Michigan  [Mr.  Ford]. 

(Mr.  FORD  asked  and  was  given  per¬ 
mission  to  revise  the  remarks  he  made 
earlier  today  in  the  Committee  of  the 
Whole.) 

Mr.  WOODRUFF.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Kansas  [Mr.  Rees], 

Mr.  REES.  Mr.  Chairman,  I  consider 
it  to  be  absolutely  unfair  and  undemo¬ 
cratic  for  the  majority  leadership  to  bring 
the  social  security  bill  to  the  floor  of  the 
House  under  a  gag  rule. 

This  bill  contains  600  pages.  There 
are  a  number  of  controversial  features 
in  the  bill.  It  is  far  reaching  in  its  effect 
upon  the  people  of  this  country.  It  is  a 
bill  that  determines  permanent  policy  on 
the  broad  question  of  social  security  and 
is  entitled  to  full  consideration  and  de¬ 
bate  by  the  membership  of  the  House. 

Furthermore,  Mr.  Chairman,  there  are 
many  Members  who  would  like  to  offer 
amendments  to  this  bill,  and  yet,  by 
adopting  this  gag  rule,  435  Members  must 
approve  or  reject  the  bill  as  written  and 
in  entirety.  Do  not  forget  the  bill  was 
writteen  by  15  Members  of  a  House  com¬ 
mittee. 


I  have  no  fault  to  find  with  the  fact 
that  the  bill  was  written  by  a  majority 
of  the  House  committee.  My  criticism  is 
that  the  bill  is  of  such  vast  importance 
and  of  Nation-wide  interest  that  Mem¬ 
bers  ought  to  have  a  right  to  submit 
amendments  and  have  them  discussed. 

This  procedure  is  autocratic,  to  say  the 
least.  Furthermore,  to  say  that  some 
other  Congress  in  the  past  followed  this 
kind  of  procedure  with  respect  to  some 
other  bill  is  not  sufficient  excuse  or  rea¬ 
son  for  following  such  policy  on  this  leg¬ 
islation.  The  problem  is  too  important  to 
be  considered  under  a  gag  rule  where  no 
one  is  even  given  an  opportunity  to  offer 
amendments  of  any  kind. 

Let  me  repeat,  the  question  I  am  rais¬ 
ing  now  is  not  with  respect  to  the  ap¬ 
proval  or  disapproval  of  the  bill.  The 
question  I  raise  is  that  of  placing  the 
House  in  a  strait- jacket  whereby  we  must 
take  the  bill  in  its  entirety  as  written  or 
vote  against  all  of  its  provisions.  / 

Mr.  Chairman,  we  were  called  back  2 
weeks  ago  and  have  been  in  session  only 
4  or  5  days.  It  seems  to  me  that  since 
you  have  seen  fit  to  insist  on  bringing  the 
bill  to  the  floor  of  the  House,  then  you 
ought  to  permit  plenty  of  time  for  discus¬ 
sion  and  amendments. 

Let  me  say  further  that  since  this  bill 
will  not  even  be  considered  in  the  Senate 
during  the  present  session,  the  right 
thing  to  do  is  to  have  it  printed  and  then 
let  it  go  over  until  the  first  of  the  year 
so  the  people  may  have  a  chance  to  exam¬ 
ine  its  provisions  in  the  meantime.  The 
reason  I'make  this  suggestion  is  because 
of  an  agreement  that  has  been  made  by 
the  majority  party  not  to  consider  it  in 
the  Senate  until  next  year. 

(Mr.  REES  asked  and  was  given  per¬ 
mission  to  revise  and  extend  the  remarks 
he  made  earlier  today  in  the  Committee 
of  the  Whole.) 

Mr.  WOODRUFF.  Mr.  Chairman,  I 
yield  11  minutes  to  the  gentleman  from 
Illinois  [Mr.  Mason]. 

Mr.  MASON.  Mr.  Chairman,  you  have 
just  listened  to  a  very  excellent,  states¬ 
manlike  discussion  of  our  social  security 
set-up  and  the  problems  contained  there¬ 
in.  I  fully  agree  with  what  the  gentle¬ 
man  from  Arkansas  said  about  the  gen¬ 
tleman  from  New  Jersey:  He  is  one  of  the 
best  posted  men  in  the  Congress  on  so¬ 
cial-security  problems.  He  has,  however, 
given  you  a  description  of  the  social- 
security  set-up  and  its  problems  from 
the  standpoint  of  an  enthusiastic  sup¬ 
porter  of  the  problem.  Now,  I  am  going 
to  give  you  a  description  of  the  social- 
security  set-up  as  a  whole,  not  the  rami¬ 
fications  of  it,  from  the  standpoint  of  a 
man  who  is  violently  opposed  to  the  way 
the  social-security  set-up  is  being  ad¬ 
ministered,  and  the  law  under  which  it 
is  being  administered. 

Mr.  Chairman,  social  security  is  a 
splendid  thing.  It  is  supposed  to  provide 
financial  independence  for  old  folks  no 
longer  able  to  work.  Properly  admin¬ 
istered,  it  would  do  just  that.  But  the 
New  Deal  politicians  who  invented  the 
plan  wanted  the  tax  money  to  spend  at 
once;  so,  through  political  cunning  and 
sharp  practice,  they -put  across  on  the 
American  worker  and  employer  this 
scheme  to  collect  taxes  now  for  old-age 


security  benefits,  spend  the  money  for 
other  things,  and  then  levy  additional 
taxes  upon  future  generations  to  pay  the 
old-age  benefits  that  present-day  work¬ 
ers  have  already  paid  for.  The  social- 
security  objective  is  excellent;  the  plan 
for  financing  it  is  “phony.” 

Social  security  taxes  are  paid  to  insure 
security  in  our  old  age.  Uncle  Sam  has 
collected  some  $15,000,000,000  for  that 
purpose,  but  he  has  spent  every  cent  col¬ 
lected  for  current  needs.  It  was  spent 
as  fast  as  it  rolled  into  the  Treasury. 
Instead  of  putting  the  money  into  the 
vault  for  future  use  when  it  was  needed. 
Uncle  Sam  spent  it  and  put  his  I  O  U’s 
into  the  vault.  When  you  are  past  65  and 
are  entitled  to  monthly  benefit  payments 
from  the  social-security  fund  Uncle  Sam 
will  have  to  tax  your  children  and  your 
grandchildren  to  get  the  money  to  pay 
what  you  have  coming  to  you — what  you 
and  your  employer  have  already  paid  for. 

YOU  PAY  TWICE  FOR  SOCIAL  SECURITY 

Mr.  Chairman,  the  premium  you  pay 
for  your  old-age  security  insurance — the 
dollars  taken  out  of  your  pay  envelope 
each  month — goes  into  the  Federal 
Treasury  and  is  spent  for  the  general 
running  expenses  of  the  Government. 
Into  the  old-age  security  insurance  re¬ 
serve  fund — in  lieu  of  the  cash  collect¬ 
ed — are  placed  Government  bonds  from 
which  future  old-age  security  insurance 
benefits  are  to  be  paid.  But  Government 
bonds  only  represent  an  obligation  on  the 
part  of  the  Federal  Government  to  pay 
out  at  some  future  time  an  equivalent 
number  of  dollars.  And  where  will  these 
dollars  come  from  to  pay  this  obligation 
or  debt?  From  future  taxation.  There 
is  no  other  source.  Therefore,  you  are 
taxed  to  pay  for  your  old-age  security  in¬ 
surance  during  the  time  you  work,  and 
then  when  you  retire  at  65  years  of  age 
your  children  must  pay  new  taxes  to  re¬ 
deem  the  bonds  to  furnish  the  cash  that 
the  old-age  security  insurance  hands  out 
to  you  in  the  form  of  benefits.  It  is  a 
fraudulent  system,  a  “phony”  system. 

To  illustrate:  John  Smith  decides  to 
operate  his  own  security  program  and 
puts  into  his  safety-deposit  box  a  certain 
amount  each  week  out  of  his  wages  as  a 
fund  to  provide  an  annuity  in  his  old  age. 
After  John  has  accumulated,  let  us  say, 
$5,000  in  his  safety-deposit  box  he  finds 
he  needs  money  for  other  expenses,  so 
he  takes  cash  out  of  the  box  and  re¬ 
places  it  with  I  O  U’s  to  himself.  If  he 
keeps  on  using  cash  out  of  his  fund  he 
will  eventually  have  in  his  box  $5,000 
worth  of  I  O  U’s  signed  by  John  Smith 
and  payable  to  John  Smith.  This  is  ex¬ 
actly  the  kind  of  reserve  fund  Uncle  Sam 
has  set  up  as  a  social-security  fund,  and 
Uncle  Sam  must  levy  a  second  tax  to  pay 
future  benefits. 

The  Federal  Government  wound  up 
June  30,  1949,  $1,500,000,000  in  the  red. 
Congress  turned  down  President  Tru¬ 
man’s  request  for  higher  income  taxes. 
Increasing  the  old-age  security  insurance 
taxes  will  bring  in  extra  billions  for  cur¬ 
rent  expenses.  So,  since  President  Tru¬ 
man  cannot  “soak”  the  rich  to  balance 
the  budget  he  proposes  to  “soak”  the  poor 
to  balance  the  budget  through  increased 
old-age  security  insurance  taxes.  Has 
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the  Federal  Government  either  the  re¬ 
sponsibility  or  the  right  under  our  form 
of  government  to  force  its  citizens  to  buy 
“phony”  old-age  insurance? 

Now,  Mr.  Chairman,  what  does  H.  R. 
6000,  the  bill  now  before  the  House  for 
debate  and  action,  propose  to  do?  What 
are  its  provisions?  Briefly,  the  following 
is  an  analysis  of  the  general  features  of 
the  bill,  boiled  down  and  stated  in  simple 
language. 

The  bill  has  201  pages  and  the  report 
has  207  pages,  all  technical  language  and 
terminology.  The  committee  labored  6 
months  (February  15  to  August  15)  to 
overhaul  our  social  security  set-up.  Half 
the  time  was  given  to  open  public  hear¬ 
ings  and  half  to  executive  committee 
consideration  and  debate.  H.  R.  6000  is 
the  result  of  the  6  months’  labor,  being 
voted  out  of  the  committee  favorably  by 
a  22-to-3  vote.  The  following  are  the 
principal  provisions  of  the  bill : 

A.  COVERAGE 

President  Truman  asked  that  23,000,- 
000  people  not  now  covered  be  taken  into 
the  system — farmers,  farm  help,  all  pro¬ 
fessional  people,  such  as  doctors,  dentists, 
lawyers,  civil  engineers,  and  so  forth,  and 
all  self-employed.  The  bill  takes  in  be¬ 
tween  ten  and  twelve  million  people  not 
now  covered,  but  leaves  out  farmers, 
farm  help,  and  all  professional  people. 

B.  BENEFITS 

Present  benefits,  under  the  provisions 
of  the  bill,  will  be  in  general  doubled. 
For  example:  Present  primary  benefits 
run  from  $10  per  month  to  $45  per 
month.  Under  the  bill  they  will  run 
from  $25  to  $64,  while  family  benefits 
.under  the  bill  will  run  from  $40  per 
month  to  $150  per  month. 

C.  TAXES 

The  present  2  percent  pay-roll  tax  for 
social  security — 1  percent  on  employed 
and  1  percent  on  employer — will  be  in¬ 
creased  to  3  percent  January  1950,  4 
percent  January  1951,  5  percent  Janu¬ 
ary  1960,  6  percent  January  1965,  6  Vi 
percent  January  1970.  Since  it  will  re¬ 
quire  at  least  8  percent  to  cover  accrued 
benefits  by  that  time,  the  general  treas¬ 
ury  will  be  drawn  upon  for  the  balance 
needed. 

All  self-employed  people  will  be  re¬ 
quired  to  pay  1  y2  times  the  rate  employ¬ 
ees  are  required  to  pay. 

The  taxable  amount  of  a  person’s  sal¬ 
ary  or  wages  for  social-security  purposes 
has  been  upped  under  the  bill  from  $3,000 
to  $3,600. 

D.  ADMINISTRATION 

H.  R.  6000  has  many  technical  revi¬ 
sions  of  the  present  law  to  simplify,  clari¬ 
fy,  and  expand  the  present  powers  of  the 
Social  Security  Administration. 

E.  DEFINITION  OF  EMPLOYEE 

The  definition  of  employee  is  very 
technical  and  complicated.  It  repeals 
the  Gearhart  bill  which  reinstated  the 
common  law  definition  of  “master  and 
servant”  for  social  security  purposes.  I 
cannot  explain  this  new  definition,  and 
I  do  not  know  anyone  that  can  explain 
it.  In  reality  H.  R.  6000  permits  the 
Social  Security  Administrator  to  use  his 
own  judgment  in  deciding  who  is  an  em¬ 


ployee  and  who  is  not.  The  definition  is 
not  spelled  out  in  the  bill. 

Mr.  Chairman,  H.  R.  6000,  in  my  opin¬ 
ion,  is  a  long  step  down  the  road  to  a 
welfare  state.  It  is  the  initial  or  prelim¬ 
inary  step  toward  socialized  medicine — a 
cradle-to-grave  program  that  will  even¬ 
tually  cost  the  taxpayers  of  this  Nation 
between  fifteen  and  twenty  billions  of 
dollars  per  year. 

This  social  security  expansion  program 
is  both  immoral  and  unsound.  It  is  im¬ 
moral  because  it  proposes  to  hand  out 
benefits  now  and  charge  most  of  the  cost 
to  future  generations.  It  is  unsound  be¬ 
cause  it  dodges  entirely  the  expenses 
eventually  involved.  I  am  opposed  to 
H.  R.  600  on  many  counts. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Arkansas  [Mr.  Harris]. 

Mr.  HARRIS.  Mr.  Chairman,  I  too 
have  enjoyed  the  discussion  today  on  the 
highly  complicated  and  most  interesting 
subject  of  social  security.  I  am  for  the 
expansion  of  social  security  because  I  be¬ 
lieve,  out  of  the  experience  gained  since 
1935,  that  when  this  program  was  first 
enacted,  there  must  be  some  changes 
that  coud  be  brought  about  that  would 
make  it  a  better  program. 

I  should  like  to  refer,  as  many  others 
have  here,  to  a  particular  provision  that 
gives  me  some  concern,  however.  There 
are  a  number  of  provisions  here  that 
cause  me  grave  doubt.  I  believe  that  is 
true  of  other  Members.  As  a  member 
of  the  committee  has  said,  this  repre¬ 
sents  somewhat  of  a  compromise  on 
some  highly  important  issues,  and  this  is 
what  we  have. 

I  am  from  the  southern  part  of  Arkan¬ 
sas,  where  we  have  tremendous  timber, 
s&wmill,  pulp,  paper,  and  logging  indus¬ 
tries,  which  mean  much  to  the  economy 
of  our  area  and  to  thousands  and  thou¬ 
sands  of  employees,  and  their  welfare. 
This  is  why  I  am  making  an  effort  to  try 
to  clarify  what  seems  to  be  a  very  impor¬ 
tant  definition  as  contained  in  this  bill 
with  far-reaching  effect,  and  one  that 
seems  to  have  created  a  great  deal  of 
interest  among  many  people  and  par¬ 
ticularly  in  the  timber,  sawmill,  pulp, 
and  paper  industries. 

I  refer  particularly  to  the  definition  of 
“employee,”  which  is  proposed  in  the  bill 
to  include — 

(1)  Any  officer  of  a  corporation;  or 

(2)  Any  individual  who,  under  the  usual 
common-law  rules  applicable  in  determining 
the  employer-employee  relationship,  has  the 
status  of  an  employee.  For  purposes  of  this 
paragraph,  if  an  Individual  (either  alone  or 
as  a  member  of  a  group)  performs  service  for 
any  other  person  under  a  written  contract 
expressly  reciting  that  such  person  shall  have 
complete  control  over  the  performance  of 
such  service  and  that  such  individual  is  an 
employee,  such  individual  with  respect  to 
such  service  shall,  regardless  of  any  modifi¬ 
cation  not  in  writing,  be  deemed  an  employee 
of  such  person  (or,  if  such  person  is  an  agent 
or  employee  with  respect  to  the  execution  of 
such  contract,  the  employee  of  the  principal 
or  employer  of  such  person) ;  or 

(3)  Any  individual  (other  than  an  indi¬ 
vidual  who  is  an  employee  under  paragraph 
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(1)  or  (2)  of  this  subsection)  who  performs 
services  for  remuneration  for  any  person — 

(A)  As  an  outside  salesman  in  the  manu¬ 
facturing  or  wholesale  trade; 

(B)  As  a  full-time  life-insurance  salesman; 

(C)  As  a  driver-lessee  of  a  taxicab; 

(D)  As  a  home  worker  on  materials  or 
goods  which  are  furnished  by  the  person  for 
whom  the  services  are  performed  and  which 
are  required  to  be  returned  to  such  person 
or  to  a  person  designated  by  him; 

(E)  As  a  contract  logger; 

(F)  As  a  lessee  or  licensee  of  space  within 
a  mine  when  substantially  all  of  the  product 
of  such  services  is  required  to  be  sold  or 
turned  over  to  the  lessor  or  licensor;  or 

(G)  As  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  indi¬ 
vidual  (1)  is  required  to  meet  a  minimum 
sales  quota,  or  (ii)  is  expressly  or  impliedly 
required  to  furnish  the  services  with  respect 
to  designated  or  regular  customers  or  cus¬ 
tomers  along  a  prescribed  route,  or  (iii)  is 
prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
If  the  contract  of  service  contemplates  that 
substantially  all  of  such  services  (other  than 
the  services  described  in  subparagraph 
(F) )  are  to  be  performed  personally  by  such 
individual;  except  that  an  individual  shall 
not  be  Included  in  the  term  “employee” 
under  the  provisions  of  this  paragraph  if 
such  individual  has  a  substantial  investment 
(other  than  the  investment  by  a  salesman 
in  facilities  for  transportation)  in  the 
facilities  of  the  trade,  occupation,  business, 
or  profession  with  respect  to  which  the 
services  are  performed,  or  if  the  services  are 
in  the  nature  of  a  single  transaction  not  part 
of  a  continuing  relationship  with  the  person 
for  whom  the  services  are  performed;  or 

(4)  any  individual  who  is  not  an  em¬ 
ployee  under  paragraph  (1),  (2),  or  (3)  of 
this  subsection  but  who,  in  the  performance 
of  service  for  any  person  for  remuneration, 
has,  with  respect  to  such  service,  the  status 
of  an  employee,  as  determined  by  the  com¬ 
bined  effect  of  (A)  control  over  the  individ¬ 
ual,  (B)  permanency  of  the  relationship, 
(C)  regularity  and  frequency  of  performance 
of  the  service,  (D)  integration  of  the  in¬ 
dividual’s  work  in  the  business  to  which  he 
renders  service,  (E)  lack  of  skill  required  of 
the  individual,  (F)  lack  of  investment  by  the 
individual  in  facilities  for  work,  and  (G)  lack 
of  opportunities  of  the  individual  for  profit 
or  loss. 

I  have  carefully  read  the  explanation 
of  the  committee  in  paragraph  9,  page 
14,  of  the  committee  report  and  also  the 
explanation  in  the  section-by-section 
analysis  of  the  bill,  beginning  on  page  80, 
including  examples  applicable  under  the 
definition.  I  appreciate  the  determined 
effort  the  committee  has  made  to  clearly 
explain  the  meaning  of  this  proposed 
definition. 

However,  much  speculation  has  arisen 
and  there  are  grave  doubts  in  the  minds 
of  some  people  whose  businesses  will  be 
affected  by  the  definition,  and  the  actual 
application  to  their  own  operation. 

I  think  it  should  be  and  I  believe  it  is 
the  purpose  and  intention  of  the  com¬ 
mittee  in  bringing  to  the  Congress  this 
definition  for  business  as  well  as  em¬ 
ployees  to  know  whether  or  not  they 
would  apply  to  their  own  operation  which 
is  an  established  operation.  In  other 
words,  I  believe  the  gentleman  would 
concur  with  me  that  this  definition 
should  be  clear  and  explicit  so  this  com¬ 
pany  or  that  company  or  this  employee 
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or  that  employee  would  know  if  it  is  ap¬ 
plicable  to  his  own  situation. 

In  that  there  is  some  doubt  and  appre¬ 
hension  in  the  minds  of  some,  I  should 
like  in  order  to  clarify  this  meaning 
further  to  propound  to  my  colleague  from 
Arkansas  [Mr.  Mills],  a  member  of  the 
committee,  some  further  hypothetical 
questions  of  actual  and  existing  opera¬ 
tions  of  some  businesses  in  the  sawmill, 
lumber,  pulp,  paper-mills,  timber,  and 
contract  operation.  I  thoroughly  concur 
in  the  high  compliment  paid  to  him  by 
other  members.  The  gentleman  is  so 
familiar  with  the  meaning  of  the  defini¬ 
tion,  his  answer  would  no  doubt  be  the 
determining  factor  in  the  administration, 
if  this  becomes  law,  of  these  specific  and 
existing  contractual  operations  between 
company  and  independent  contractors. 

Forv  instance,  here  is  a  company  that 
I  could  name  in  my  district.  It  contracts 
logging. 

The  contractors  own  their  truck  and 
furnish  all  equipment,  which  usually 
consists  of  a  truck  and  trailer,  a  team 
and  saws.  The  company  may  or  may 
not  own  the  timber  lands,  most  of  the 
time  it  does  and  some  of  the  time  under 
timber  contracts.  The  contractor  merely 
cuts  down  the  trees,  saws  the  logs,  loads 
them  and  hauls  them  to  the  mill.  These 
contractors  handle  their  own  pay  rolls. 
They  handle  and  report  social  security 
and  income-tax  deductions.  The  com¬ 
pany  simply  pays  them  under  a  written 
contract,  different  prices  depending  on 
the  amount  of  timber,  the  distance  from 
the  mill  and  other  factors.  They  too 
are  perfectly  free  to  make  a  contract  to 
haul  for  any  other  mill  that  they  see  fit, 
although  most  of  them  haul  for  this 
particular  company  most  of  the  time. 

Under  this  statement  of  fact,  and  ac¬ 
tual  situation,  would  under  this  defini¬ 
tion  these  men  in  the  administration  of 
it  be  considered  contractors  or  employ¬ 
ees  of  the  company  and  would  any  of  the 
men  that  might  be  working  for  the 
parties  entered  into  the  contract  to  de¬ 
liver  the  timber  to  the  mill  be  consid¬ 
ered  under  this  definition  employees  of 
the  company? 

Mr.  MILLS.  Mr.  Chairman,  if  the 
gentleman  will  yield? 

Mr.  HARRIS.  I  am  delighted  to  yield 
to  my  colleague. 

Mr.  MILLS.  On  the  basis  of  the  in¬ 
formation  the  gentleman  has  submitted, 
it  is  quite  clear  to  me  that  the  intention 
is  that  the  definition  of  the  term  “em¬ 
ployee”  not  include  this  individual,  this 
contractor,  as  an  employee  of  this  lum¬ 
ber  company.  That  individual,  under 
this  definition,  is  intended  to  remain  an 
independent  contractor.  Let  me  point 
out  why. 

First  of  all,  it  is  hard  to  find  control 
over  that  individual.  Second,  there  is 
no  permanency  of  relationship.  The  re¬ 
lationship  is  based  upon  a  contract  that 
may  be  for  2  weeks  or  3  months  or  a 
year,  but  it  is  not  within  the  meaning  of 
the  language  on  line  11,  page  51,  “per¬ 
manency  of  relationship.”  The  integra¬ 
tion  of  the  individual’s  work,  of  course,  is 
present. 

But  on  the  other  hand,  this  individual 
has  an  investment  in  the  tools  of  his 
trade.  In  your  case  he  owns  trucks.  He 


certainly  owns  axes'  and  saws.  In  the 
last  line  of  paragraph  (4),  on  page  51, 
you  find  this  language:  “lack  of  oppor¬ 
tunities  of  the  individual  for  profit  or 
loss,”  denoting  the  status  of  employee 
where  there  is  that  lack. 

This  individual  is  in  a  business  of  his 
own,  where  he  runs  the  risk  of  suffering 
a  loss  and  anticipates  making  a  profit. 

Mr.  HARRIS.  In  other  words,  the 
contractor  would  be  responsible  for  the 
social -security  tax? 

Mr.  MILLS.  As  an  employer;  yes,  sir. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  HARRIS.  I  yield. 

Mr.  CURTIS.  I  am  not  familiar  with 
the  type  of  industry  that  has  been  de¬ 
scribed.  Is  this  person  known  as  a  con¬ 
tract-logger? 

Mr.  MILLS.  Yes.  He  is  known  as  a 
contract-logger.  I  know  enough  about 
the  situation  which  exists  in  the  terri¬ 
tory  of  the  gentleman  from  Arkansas  to 
be  able  to  advise  the  gentleman  from 
Nebraska  that  he  is  known  as  a  contract- 
logger.  That  is  his  business. 

Mr.  CURTIS.  If  the  gentleman  will 
refer  to  paragraph  (3),  would  not  that 
bring  them  in  as  employees? 

Mr.  MILLS.  Paragraph  (3)  would 
not  bring  this  individual  in  because  of 
the  language  which  is  found  beginning 
on  line  16,  page  50  of  the  bill.  As  the 
gentleman  knows,  the  contract-logger  is 
mentioned  by  category  in  line  3,  page  50, 
but  in  order  for  him  to  be  an  employee, 
he  has  to  come  within  this  language 
beginning  on  line  16,  page  50,  and  ex¬ 
tending  over  through  line  3,  page  51, 
this  particular  individual  would  not 
come  within  that  definition. 

Mr.  CURTIS.  But  he  would  have  to 
meet  the  test  of  being  employed. 

Mr.  MILLS.  That  is  correct. 

Mr.  HARRIS.  Here  is  another  case. 
I  regret  to  have  to  take  up  so  much  of 
the  time  of  the  committee,  but  it  is 
highly  important  and  a  specific  operation 
and  typical,  not  only  in  my  district,  so 
far  as  the  lumber,  sawmill,  pulp  and 
paper  industry  is  concerned,  but  it  is 
typical  all  over  the  South  where  we  have 
southern  pine  operations.  It  is  also  im¬ 
portant  throughout  the  United  States  in 
the  timber  and  mill  industry.  I  am  not 
indicating  the  question  of  employee 
coverage,  but  clearly  determining  the 
responsibility.  The  taxes  must  be  paid. 
It  is  not  right,  nor  is  it  the  intention  of 
an  employer  or  company,  to  proceed 
under  one  ruling  or  interpretation  for 
years  and  find  he  must  pay  thousands 
of  dollars  by  administrative  ruling,  thus 
vitally  affecting  the  company’s  eco¬ 
nomic  status  and  relationship  with  its 
employees. 

This  case  also  is  actual,  concerning  a 
certain  company  in  my  district  and  a 
typical  one  in  our  area. 

This  company  enters  into  a  contract 
with  an  independent  logging  contractor 
who  employs  some  15  men.  He  owns 
and  operates,  says,  two  trucks  and  trail¬ 
ers,  one  tractor,  perhaps  one  mechanical 
saw  and  odd  tools.  His  investment  is 
approximately  $10,000.  He  complies 
with  all  State  and  Federal  laws,  such  as 
wage-hour,  social  security,  workmen’s 


compensation,  and  so  forth.  He  has 
contracted  with  this  major  lumber  com¬ 
pany  for  12  to  15  years.  He  may  or  may 
not  have  ever  contracted  with  any  other 
company.  In  carrying  out  the  contract 
with  the  company,  he  will  probably  cut 
from  the  company’s  own  timber  or  a 
timber  deed  owned  by  the  company. 
His  contracts  are  entered  into  after 
negotiation  with  the  company  as  to 
terms,  price,  products  to  be  cut,  and  so 
forth.  His  contracts  are  for  bids  rang¬ 
ing  from  2  weeks  to  3  months.  He 
most  usually  owns  his  own  home  and  a 
small  plot  of  land  in  the  rural  areas.  He 
may  own  some  livestock  and  farm  some, 
but  his  contract-logging  operations  con¬ 
stitute  his  main  business.  His  em¬ 
ployees  usually  live  in  the  area,  too.  They 
do  some  farming  and  raise  livestock,  but 
depend  largely  on  woods  work  for  their 
livelihood. 

As  described  by  this  actual  existing 
operation,  would  under  the  definition  in 
the  bill,  the  so-called  independent  con¬ 
tractors  of  the  company,  be  actual  inde¬ 
pendent  contractors,  or  employees  of  the 
company  and  would  the  employees  of 
the  alleged  contractor  be  actual  em¬ 
ployees  of  the  company  under  the  defini¬ 
tion? 

Mr.  MILLS.  Under  this  definition  of 
either  paragraph  3  or  4,  that  individual 
would  be  an  independent  contractor  and 
not  an  employee  for  this  reason:  The 
fact  that  he  may  have  been  under  con¬ 
tract  over  a  period  of  12  or  15  years  is 
still  not  establishing  a  permanency  of 
relationship,  because  those  contracts  are 
of  short  duration,  and,  as  you  have  in¬ 
dicated,  the  man  has  a  perfect  right  to 
contract  with  other  individuals.  He  has 
capital  invested.  He  runs  the  risk  of  loss 
as  well  as  the  possibility  of  profit.  He 
would  be  an  independent  contractor. 

Mr.  HARRIS.  I  understand  the  com¬ 
mittee  in  its  study  and  formulation  of 
this  provision  of  the  bill  became  familiar 
with  the  case  of  Crossett  Lumber  Co.  v'. 
U.  S.  (79  F.  (Supp.)  20,  1948),  which 
case  involved  the  meaning  of  the  term 
“employee”  for  the  purposes  of  pulp- 
wood  operations,  and  decided  by  the  Fed¬ 
eral  district  court  in  Arkansas.  In  that 
case  it  was  held  that  the  individuals  em¬ 
ployed  by  the  contract  loggers  were  not 
employees  of  the  lumber  company  but 
of  the  contract  loggers. 

Is  it  the  intention  of  the  committee 
under  this  employee  definition  that  the 
individuals  employed  by  contract  loggers 
under  circumstances  such  as  those  in¬ 
volved  in  that  case  be  considered  em¬ 
ployees  of  the  lumber  company  for  the 
purposes  of  social-security  taxes? 

Mr.  MILLS.  As  the  gentleman  knows, 
the  Crossett  Lumber  Co,  case  was  decided 
in  the  western  district  of  Arkansas  by 
my  predecessor  in  Congress.  I  had  oc¬ 
casion  to  talk  to  him  about  this  specific 
case — not  before  the  decision  but  long 
after  the  decision.  On  the  basis  of  the 
information  that  I  received  from  him,  it 
appears  that  in  the  course  of  arriving  at 
his  conclusion  he  gave  consideration  to 
the  very  factors  which  the  Supreme 
Court  had  used  in  the  Silk  case,  and  the 
other  cases.  It  is  true  that  at  the  time 
that  decision  was  handed  down,  the  Con¬ 
gress  had  passed  the  Gearhart  resolution, 


1949 


CONGRESSIONAL  RECORD— HOUSE 


14041 


and  the  common  law  was  the  law  insofar 
as  this  definition  is  concerned.  But  in 
arriving  at  the  meaning  of  the  common- 
law  rule,  the  judge  analyzed  all  of  those 
factors  and  found  that  the  man  was  an 
independent  contractor,  and  that  his  em¬ 
ployees  were  not  employees  of  the  Cros- 
sett  Lumber  Co.  To  my  mind,  this  does 
not  change  that  decision. 

Mr.  HARRIS.  One  further  question 
with  reference  to  insurance.  What  is  the 
status,  under  the  definition  of  “em¬ 
ployee”  of  a  local  property  agent  selling 
fire  insurance,  surety,  fidelity  insurance, 
who  owns  his  business,  which  he  may  sell 
at  his  will? 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Arkansas  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  two  additional 
minutes. 

Mr.  MILLS.  The  status  of  the  local 
property  insurance  agent  referred  to  by 
the  gentleman  was  considered  by  the 
committee  in  connection  with  this  defi¬ 
nition,  and  the  committee  does  not  in¬ 
tend,  and  I  am  reliably  informed  that 
the  Treasury  does  not  contemplate,  that 
they  should  be  included  as  employees, 
under  this  definition.  The  answer  I  ob¬ 
tained  from  those  people  in  the  Treas¬ 
ury,  who  will  be  charged  with  the  respon¬ 
sibility  of  collecting  this  tax,  is  that  those 
people  clearly  are  not  employees. 

Mr.  HARRIS.  Will  the  gentleman 
advise  the  House  if  he  also  has  informa¬ 
tion  as  to  whether  or  not  the  attitude  of 
the  Treasury  as  he  has  just  explained 
will  be  the  same  with  reference  to  an¬ 
swers  to  the  questions  I  asked  regarding 
the  sawmill,  paper  mill  and  timber  in¬ 
dustries? 

Mr.  MILLS.  I  can  assure  the  gentle¬ 
man  as  much  as  anyone  can  assure  him 
concerning  the  action  of  a  bureau  that 
the  people  in  the  Internal  Revenue  Serv¬ 
ice  and  in  the  Treasury  will  attempt  as 
best  they  can  to  follow  what  they  con¬ 
sider  to  be  the  Committee’s  intention 
regarding  these  definitions.  The  people 
in  the  Bureau  of  Internal  Revenue  and 
in  the  Treasury  Department  have  been 
with  our  Committee  during  the  course  of 
all  our  consideration  of  these  definitions 
and  I  think  they  know  full  well  what  our 
Committee  intends,  and  that  the  Com¬ 
mittee  does  not  intend  to  give  a  blank 
check  to  any  department. 

Mr.  HARRIS.  I  appreciate  the  gen¬ 
tleman’s  categorical  answer  to  these 
questions. 

Mr.  JENKINS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HARRIS.  I  yield. 

Mr.  JENKINS.  Does  the  gentleman 
think  there  is  any  finality  in  that? 
That  just  because  one  man  in  the  Treas¬ 
ury  says  what  he  will  do  the  man  who 
succeeds  him  will  be  similarly  bound? 
In  future  years  the  Treasury  will  be 
officered  by  other  men;  there  is  no  per¬ 
manency  there.  These  men  down  in  the 
Treasury  cannot  take  the  place  of  a 
judge  on  the  bench;  they  are  not  the 
judiciary;  and  I  tell  you  we  ought  riot 
to  pass  any  legislation  based  on  what  an 
official  in  the  Treasury  might  or  might 
not  do. 

Mr.  HARRIS.  I,  too,  have  had  some 
doubt  about  administrative  procedures 


but  I  assume  most  agencies  are  en¬ 
deavoring  to  administer  the  laws  as  Con¬ 
gress  intends  them.  There  are  certainly 
some  exceptions,  but  we  do  not  antici¬ 
pate  this  to  be  one  of  them. 

I  thank  the  gentleman  from  Arkansas 
for  his  categorical  answers  to  my  ques¬ 
tions,  but  from  these  actual  operations 
we  must  recognize  that  such  independent 
contractors  are  integrated  with  the  busi¬ 
ness.  It  is  just  an  actual  reality  that 
cannot  be  avoided  in  such  operations. 
Many  contract  with  the  company  only 
and  they  take  one  contract  after  another. 
Therefore,  some  question  the  meaning  of 
these  interrelated  provisions  of  para¬ 
graph  4,  under  the  definition  pertaining 
to  the  so-called  economic  dependents. 

But  it  is  the  committee’s  interpretation 
that  such  actual  operations  would  not  be 
included  in  the  employee  definition  and 
the  contractors  will  be  the  ones  responsi¬ 
ble  for  the  tax  and  the  compliance  with 
the  social  security  provision. 

Mr.  MILLS.  That  is  correct. 

Mr.  HARRIS.  I  appreciate  your  clear 
and  frank  answers  in  clarifying  this  as 
it  affects  this  industry. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Arkansas  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
move  that  the  Committee  do  now  rise. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  Chair, 
Mr.  Kilday,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.  R.  6000)  to  extend  and  improve  the 
Federal  old-age  and  survivors  insur¬ 
ance  system,  to  amend  the  public  assist¬ 
ance  and  child  welfare  provisions  of  the 
Social  Security  Act,  and  for  other  pur¬ 
poses,  had  come  to  no  resolution  there¬ 
on. 

■^■BTOUIt  Of-MBg^IN<»  TOMOHROW 

Mr.  COOPER.  Mr.  Speakeiy  I  ^sk 
•unanimous  consent  that  when  th&House 
’adjourns  today  it  adjourn  to  meqt  at 
10  o’clock  a.  m.  tomorrow. 

The  SPEAKER.  Is  there  objection'' 
fthe  request  of  the  gentleman  from  Ten^ 
fnessee? 

There  was  no  objection. 

Mr.  COOPER.  I  may  state,  •  Mr. 

■  Speaker,  that  it  is  the  hope  and  expec¬ 
tation  that  we  will  reach  a  vote  on  the 
pending  bill  tomorrow  afternoon. 

FURTHER  MESSAGE  FROM  THE  SENATE 

A  further  message  from  the  Senate, 
by  Mr.  Carrell,  one  of  its  clerks,  an¬ 
nounced  that  the  Senate  agrees  to  the 
’report  of  the  committee  of  conference 
on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  Senate 
to  the  bill  (H.  R.  4381)  entitled  “An  act 
to  provide  cumulative  sick  and  emerg- 
gency  leave  with  pay  for  teachers  and 
attendance  officers  in  the  employ  of  the 
Board  of  Education  of  the  District  of 
Columbia,  and  for  other  purposes.’’ 

EXTENSION  OF  REMARKS 

Mr.  BIEMILLER  (at  the  request  of 
Mr.  Cooper)  was  given  permission  to  ex¬ 
tend  his  remarks  in  the  Record. 

lyfr.  EVINS  (at  the  request  of  Mr. 
CdopER)  was  given  permission  to  extend 
•Ms  remarks  in  the  Record  and  to  in- 
!/ 


lude  three  addresses  by  the  President  of 
■he  United  States. 

Mr.  HARRIS  asked  and  was  given  per- 
ission  to  revise  and  extend  the  re/ 
arks  he  made  in  the  Committee  of  the 
IWhole  today. 

Mr.  EBERHARTER.  Mr.  Speakef,  I 
sk  to  have  inserted  in  the  Appendix  of 
he  Record  a  memorial  address  by  my 
olleague  from  Pennsylvania.'  [Mr. 
'lood],  on  the  life,  character,  and  pub¬ 
lic  service  of  the  Honorable  John  Joseph 
SDelaney,  late  a  Representative  from  the 
Itate  of  New  York.  / 

The  SPEAKER.  Is  there^objection  to 
he  request  of  the  gentleman  from  Penn¬ 
sylvania? 

There  was  no  objection, 

Mr.  LANE  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the 
Appendix  of  the  Record  in  two  separate 
instances  and  in  each  to  include  ex¬ 
traneous  matter.  / 

ERNES’}?  J.  JENKINS 

Mr.  WHEELER.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (S.  377)  for  the 
relief  of  Ernest  J.  Jenkins,  which  was  on 
today’s  Priv/te  Calendar  but  was  passed 
over. 

The  Claf'k  read  the  title  of  the  bill. 

Mr.  9OLLIVER.  Mr.  Speaker,  re¬ 
serving, the  right  to  object,  will  the  gen¬ 
tleman'  from  Georgia  consent  to  an 
amendment? 

WHEELER.  Yes. 

The  SPEAKER.  Is  there  objection  to 
thC  present  consideration  of  the  bill? 

There  being'  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Ti'easury  is  authorized  and  directed  to 
pay,  out  of  any  money  in  the  Treasury  not 
otherwise  appropriated,  to  Ernest  J.  Jenkins, 
of  Brunswick,  Ga.,  the  sum  of  $21,600,  in  full 
satisfaction  of  his  claim  against  the  United 
States  for  compensation  for  loss  of  earnings 
and  for  expenses  incurred  as  a  result  of  per¬ 
sonal  injuries  sustained  in  an  airplane  crash 
on  October  8,  1942,  while  on  active  duty  with 
the  Civil  Air  Patrol,  Sixth  Task  Force,  at 
St.  Simons  Island,  Ga.:  Provided,  That  no 
part  of  the  amount  appropriated  in  this  act 
in  excess  of  10  percent  thereof  shal  be  paid 
delivered  to  or  received  by  any  agent  or 
ftorney  on  account  of  services  rendered  in 
nection  with  this  claim,  and  the  same 
shsSU  be  unlawful,  any  contract  to  the  con- 
trarXnotwithstandlng.  Any  person  violat¬ 
ing  tlmprovislons  of  this  act  shall  be  deemed 
guilty  di  a  misdemeanor  and  upon  convic¬ 
tion  thereof  shall  be  fined  in  any  sum  not 
exceeding  $4,000. 

Mr.  DOLLIVER.  Mr.  Speaker,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Dollwer:  On 
page  1,  line  6,  strikeout  “$21,600”  and  insert 
in  lieu  thereof  “$10,000,” 

The  Senate  bill  was  dered  to  be  read 
a  third  time,  was  readHhe  third  time, 
and  passed,  and  a  motio&To  reconsider 
was  laid  on  the  table.  \ 

AMENDMENT  OF  FEDERAL  FOOD,  DRUG, 
AND  COSMETIC  ACT,  AS  Alvi^NDED 

Mr.  SADOWSKI.  Mr.  SpeakeK  I  ask 
unanimous  consent  to  take  from,  the 
Speaker’s  table  the  bill  (H.  R.  160)  to 
amend  section  801  of  the  Federal  Food, 
Drug,  and  Cosmetic  Act,  as  amended, 
with  Senate  amendments,  disagree  to  the 
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'Senate  amendments,  and  agree  to  the 
conference  asked  by  the  Senate. 

The  Clerk  read  the  title  of  the  bill. 

Thfe.  SPEAKER.  Is  there  objection 
to  theva-equest  of  the  gentleman  from 
Michigan^  The  Chair  hears  none,  and 
appoints  tl*e  following  conferees :  Messrs. 
Rogers  of  Florida,  Wilson  of  Oklahoma, 
Hinshaw,  and  Leonard  W.  Hall. 

EXTENSION  OF  REMARKS 

Mr.  O’HARA  of.  Illinois  asked  and  was 
given  permission  fee  extend  his  remarks 
in  the  Record  and  include  an  article  by 
Ludwig  Lesinski. 

Mr.  QUINN  asked  ari^  was  given  per¬ 
mission  to  extend  his  i'smarks  in  the 
Record  and  include  a  newlspaper  article 
appearing  in  the  Long  Island  Star  Jour¬ 
nal  on  Monday,  October  3,  Iff* 
PERMISSION  TO  ADDRESS  TIIEJVHOUSE 

Mrs.  ROGERS  of  Massachusetts^  Mr. 
Speaker,  I  ask  unanimous  conseiit  to 
proceed  for  1  minute,  and  to  revise  a^d 
extend  my  remarks. 

The  SPEAKER.  Is  there  objection  to11 
the  request  of  the  gentlewoman  from 
Massachusetts? 

There  was  no  objection. 

A  SELECT  COMMITTEE  ON  INTERNATION¬ 
AL  INFORMATION  AND  PSYCHOLOGICAL 

WARFARE 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Speaker,  the  introduction  of  a  resolution 
to  conduct  a  full  and  complete  investiga¬ 
tion  and  study  of  peacetime  internation¬ 
al  information  services  are  conducted 
by  the  Federal  Government,  and  to  ex¬ 
amine  the  means  by  which  our  national 
interest  may  best  be  served  by  a  civilian 
psychological  warfare  agency  in  the 
event  of  war  or  the  threat  of  war,  has 
occupied  my  attention  for  many  months. 

To  accomplish  this  end,  I  have  intro¬ 
duced  House  Resolution  374. 

At  no  other  time  in  the  history  of  the 
United  States  has  there  been  assembled 
on  these  shores  so  many  vitally  con¬ 
cerned  American  citizens  with  such  a  va¬ 
riety  of  experience  in  both  peacetime  in¬ 
formation  and  psychological  warfare  as 
there  are  today. 

The  testimony  of  these  Americans  be-, 
fore  the  proposed  select  committee 
the  House  of  Representatives  would 
ate  a  storehouse  of  skills  and  know- 
in  intricate  and  highly  spe 
skills.  Such  essential  information  can¬ 
not  be  collected  on  short  not bjC  But, 
should  a  need  arise  for  suciyinforma- 
tion,  each  minute  wasted  wqjfld  create  a 
corresponding  figure  on  casualty  lists. 
No  one  can  tell  what  wil/come  to  pass. 
So  we  must  bulwark  odrselves  against 
what  might  come  to  pass. 

It  is  sincerely  feltfand  it  is  devoutly 
hoped,  that  no  occffcion  will  arise  where 
all  of  this  massyof  knowledge  must,  of 
necessity,  be  tapped  and  used.  Never¬ 
theless,  it  would  indeed  be  fatal  overcon¬ 
fidence  should  we  fail  to  utilize  this  re¬ 
serve  of  ajjllity  which  is  at  hand  ready 
for  use ;  Xwaitine  only  the  mechanical 
committee  procedure,  to  ac- 
cumujtfte  it,  analyze  it,  and  concentrate 
It. 

fy  primary  aim  in  introducing  my 
^solution  to  create  a  House  select  com- 
littee  to  study  and  investigate  peace¬ 


time  international  information  services 
and,  in  the  case  of  war  or  the  threat  of 
war,  to  study  and  investigate  how  our 
national  best  interest  could  be  served  by 
a  parallel  study  and  investigation  of 
psychological  warfare. 

My  stand  on  this  resolution  is  tersely 
and  powerfully  expressed  in  the  motto 
of  that  vigorously  American  organiza¬ 
tion — the  Boy  Scouts  of  America.  Their 
motto — -and,  in  connection  with  the  res¬ 
olution  I  have  introduced  on  the  select 
committee  for  the  study  of  our  inter- 
nationoal  information  services  and  psy¬ 
chological  warfare,  my  motto — “Be  Pre¬ 
pared.” 

The  resolution  follows: 

Resolved,  That  there  is  hereby  created  a 
select  committee  to  be  composed  of  seven. 
Members  of  the  House  of  Representatives  to 
be  appointed  by  the  Speaker,  one  of  whom 
he  shall  designate  as  chairman.  Any  va¬ 
cancy  occuring  in  the  membership  of  the 
committee  shall  be  filled  in  the  same  man¬ 
ner  in  which  the  original  appointment  was 
made. 

The  committee  is  authorized  and  directed 
kto  conduct  a  full  and  complete  investiga- 
ion  and  study  for  the  purpose  of  ascertain¬ 
ing  the  means  by  which  the  national  in- 
terfe^t  may  best  be  protected  and  served,  in 
time;pf  peace  by  the  conduct  of  internation¬ 
al  infi&pnation  services  and  in  time  pf  war 
or  threat  of  war  by  a  civilian  psychological 
warfare  agency. 

The  committee  shall  report  tcvtfhe  House 
(or  to  the  dterk  of  the  House  a  the  House 
is  not  in  session)  as  soon  as  practicable  dur¬ 
ing  the  present  ^Congress  the  results  of  its 
investigation  and. study,  together  with  such 
recommendations  Sfcs  it  deems  advisable. 

For  the  purpose  3t  carrying  out  this  res¬ 
olution  the  committes^br  any  subcommittee 
thereof  authorized  by  'the  committee  to  hold 
hearings,  is  authorised  tflUsit  and  act  during 
the  present  Congress  at '-such  times  and 
places  within  tne  United  States,  whether 
the  House  is  ipr  session,  has  rkpessed,  or  has 
adjourned,  todiold  such  hearing,  and  to  re¬ 
quire,  by  synpena  or  otherwise,  tlie  attend¬ 
ance  and /testimony  of  such  witnesses  and 
the  production  of  such  books,  records,  cor¬ 
respondence,  memoranda,  papers,  ancLdocu- 
mentf  as  It  deeems  necessary.  Subpgnas 
may/be  issued  under  the  signature  of  ihe 
chairman  of  the  committee  or  any  membi 
the  committee  designated  by  him,  anc 
aay  be  served  by  any  person  designated  by 
such  chairman  or  member. 

EXTENSION  OF  REMARKS 

• 

Mr.  ANGELL  asked  and  was  given  per¬ 
mission  to  include  in  the  remarks  he 
made  in  the  Committee  of  the  Whole 
today  certain  extraneous  matter. 

Mr.  SHORT  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  in  the 
Record  and  include  two  editorials,  also 
two  speeches  delivered  at  the  commis¬ 
sioning  of  the  Naval  Reserve  Center  in 
Joplin,  Mo.,  on  Thursday  last. 

Mr.  MURRAY  of  Wisconsin  asked  and 
was  given  permission  to  extend  his  re¬ 
marks  in  the  Record  in  two  instances 
and  to  include  in  one  a  newspaper  article, 
in  the  other  a  letter. 

Mr.  McDONOUGH  asked  and  was 
given  permission  to  extend  his  remarks 
in  the  Record  and  include  an  article. 

Mr.  WOODRUFF  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  an  address  by  Kath- 
rine  Curtis  before  the  Utah  Federation  of 
Womens  Republican  Clubs  at  Salt  Lake 
City,  Utah,  on  September  30,  1949,  not¬ 


withstanding  that  it  exceeded  two  pages 
of  the  Record  and,  according  to  the  Pub¬ 
lic  Printer,  cost  $218.68  to  print.  / 

Mr.  HILL  asked  and  was  given  percus¬ 
sion  to  extend  his  remarks  in  the,RECORD 
and  include  an  article  entitled  “Why 
Does  Uncle  Sam  Pick  On  Ua-  notwith¬ 
standing  that  it  exceeded  two  pages  of 
the  Record  and,  according^to  the  Public 
Printer,  cost  $184.50  to  ppmt. 

Mrs.  ROGERS  of  Massachusetts  asked 
and  was  given  pel-minion  to  include  in 
her  remarks  a  resolution  she  introduced 
today  to  create  a  .committee  to  investi¬ 
gate  the  best  means  of  conducting  psy¬ 
chological  warfare  in  peace  and  war. 

Mr.  SADOWSKI  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  in  .Three  instances  and  include 
excerpts.,  f 

COMMITTEE  ON  APPROPRIATIONS 

w 

Mi>,:  CANNON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Appropriations  may  have  until  mid¬ 
night  tonight  to  file  a  conference  report 
c  on  the  civil  functions  appropriation  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mis¬ 
souri? 

There  was  no  objection. 

The  conference  report  and  statement 
are  as  follows: 

CONFERENCE  REPORT  (H.  REPT.  NO.  1377) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
3734)  making  appropriations  for  civil  func¬ 
tions  administered  by  the  Department  of 
the  Army  for  the  fiscal  year  ending  June  30, 
1950,  and  for  other  purposes,  having  met, 
after  full  and  free  conference,  have  agreed 
to  recommend  and  do  recommend  to  their 
respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ments  numbered  9  and  10. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  3,  6,  8  and  17,  and  agree  to  the  same. 

Amendment  numbered^:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  1,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  stricken  out  and  in¬ 
serted  by  said  amendment,  insert  the  fol¬ 
lowing:  “Provided  further,  That  the  various 
ppropriations  for  rivers  and  harbors  and 
e,od  control  may  be  used  for  the  purchase 
{ids  replacement  only)  in  the  current  fiscal 
year’ef  five  hundred  passenger  motor  vehicles 
and  tto  motorboats  (to  be  acquired  from 
surplus^ stock  where  practicable)  and  the 
purchase-Vnot  to  exceed  five,  to  be  acquired 
from  surplus  stocks),  maintenance,  repair, 
and  operation  of  aircraft.”;  and  the  Senate 
agree  to  the  slune. 

Amendment  mimbered  2 :  That  the  House 
recede  from  its  oteagreement  to  the  amend¬ 
ment  of  the  SenaSe  numbered  2,  and  agree 
to  the  same  with  antemendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$197,489(890”;  and  the  Senate 
agree  to  the  same. 

Amendment  numbered  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numberecM,  and  agree  to 
tin  same  with  an  amendment  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  "$1,200,000”;  and  n^e  Senate 
agree  to  the  same. 

Amendment  numbered  7:  That  th&JIouse 
recede  from  its  disagreement  to  the  attend- 
ment  of  the  Senate  numbered  7,  and  agree 
to  the  same  with  an  amendment,  as  follow® : 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  "$366,330,400”;  and  the  Senate'*!, 
agree  to  the  same. 


House  of  Representatives 


The  House  met  at  10  o’clock  a.  m. 

PRAYER 

Th^gPEAKER.  Will  the  membership 
rise  forXrnoment  in  silent  prayer? 

THE  JOURNAL 

The  Jour^Wl  of  the  proceedings  of 
yesterday  was\ead  and  approved. 
committeeSpn  banking  and 

CURRENCY 

Mr.  BUCHANAN.  Ntfr.  Speaker,  I  ask 
unanimous  consent  thS^  the  Committee 
on  Banking  and  Current^  be  permitted 
to  sit  today  during  generalise  bate  on  the 
bill  H.  R.  6000. 

The  SPEAKER.  Is  there\ebjection 
to  the  request  of  the  gentleman  from 
Pennsylvania? 

There  was  no  objection. 

EXTENSION  OF  REMARKS 

Mr.  MONRONEY  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  an  editorial  appear¬ 
ing  in  the  Washington  News. 

Mr.  RANKIN.  Mr.  Speaker,  the  other 
day  I  received  permission  to  extend  my 
remarks  in  the  Record  and  include  a  list 
of  the  war  casualties  of  the  Navy,  Marine 
Corps,  and  Coast  Guard  of  the  State  of 
Mississippi  in  the  recent  war.  The  list 
included  also  the  names  of  the  nearest 
kin.  I  am  informed  by  the  Public 
Printer  that  this  will  exceed  two  pages  of 
the  Record  and  will  cost  $1,394,  but  I 
ask  that  it  be  printed  notwithstanding 
that  fact. 

The  SPEAKER.  Without  objection, 
notwithstanding  the  cost,  the  extension 
may  be  made. 

There  was  no  objection. 

[The  matter  referred  to  appears  in  the 
Appendix.] 

Mr.  YOUNG  asked  and  was  given  per 
mission  to  extend  his  remarks  in  th 
Record  and  include  a  letter  from  a  co; 
stituent.  / 

Mr.  RICH  asked  and  was  giver* 'per- 
mission  to  extend  his  remarks/fn  the 
Record  and  include  an  editoriaTappear- 
ing  in  the  Altoona  Tribune  entitled  “Let’s 
Know  What  We  Pay.” 

Mr.  SMITH  of  Wisconsin  asked  and 
was  given  permission  to  extend  his  re¬ 
marks  in  the  Recorder!  three  instances 
and  include  excerp 

Mr.  COTTON  ^asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  ipSlude  an  editorial  appear¬ 
ing  in  thq/New  Hampshire  Morning 
Union. 

IION  TO  ADDRESS  THE  HOUSE 

KARSTEN.  Mr.  Speaker,  I  ask 
unarhimcus  consent  to  address  the  House 
1  minute  and  to  revise  and  extend 
iy  remarks. 
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The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Missouri? 

There  was  no  objection. 

REVENUE-PRODUCING  ACTIVITIES 

Mr.  KARSTEN.  Mr.  Speaker,  there 
have  come  to  my  attention,  as  a  member 
of  the  Committee  on  Expenditures  in  the 
Executive  Departments,  many  lucrative 
revenue-producing  activities  existing  in 
the  Government  today  which  give  no 
accounting  for  the  funds  they  receive 
and  disburse. 

These  revenue-producing  activities  in¬ 
clude  restaurants,  snack  bars,  cafeterias, 
soda  fountains,  newsstands,  beauty  par¬ 
lors,  barber  shops,  shoe  repair  parlors, 
vending  machines,  and  numerous  other 
types  of  business  operations  maintained 
and  operated  in  Federal  buildings  at  the 
Government’s  expense.  The  operation 
of  these  concessions  is  maintained  for 
the  convenience  and  comfort  of  persons 
ukthe  service  of  the  Government  ancL'fs 
deemed  essential  to  their  efficient  j^er- 
form^nce  of  assigned  duties. 

Considering  the  large  number^df  these 
business'tpncessions  which  operate  daily 
within  ou\Federal  buildings;  it  is  most 
obvious  thaflteubstantial  syms  of  money 
flow  into  the  hands  of  Federal  employees 
who  are  engagechm  the^d  operations;  and 
yet,  under  existing  statutes,  there  is  no 
adequate  accountmg£made  therefor. 

In  order  that  the  Government’s  inter¬ 
est  will  be  fully  protecC^d  in  this  regard 
and  the  revyriue  received  from  these 
business  concessions  will  not  be  diverted 
to  unauthorized  purposes,  I  ato  today  in¬ 
troducing  a  bill  providing  for  Bhe  finan¬ 
cial  control  and  operation  of  alPf  ederal 
income-producing  activities. 

EXTENSION  OF  REMARKS 

Mr.  MILLER  of  Nebraska  asked  ari>j 
was  given  permission  to  extend  his  re-’ 
marks  in  the  Record  and  include  a  letter 
to  the  Secretary  of  State,  with  some 
other  material. 

Mr.  JENKINS  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record,  and  further  was  given  permis¬ 
sion  to  include  some  tables  in  the  re¬ 
marks  he  expects  to  make  later  today  in 
connection  with  H.  R.  6000. 

Mr.  SECREST  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  an  article  written  by 
John  W.  Love,  published  in  the  Cleve¬ 
land  Press  of  September  29,  1949. 

Mr.  DINGELL  (at  the  request  of  Mr. 
Cooper)  was  given  permission  to  extend 
his  remarks  in  the  Record  following  the 
remarks  to  be  made  later  today  by  Mr. 
Cooper  on  the  social-security  bill. 

Mr.  CUNNINGHAM  asked  and  was 
given  permission  to  extend  his  remarks 
in  the  Record  and  include  an  editorial 


ADDRESS,, ^THE  HOUSE 
Mr.  Speaker,  I  ask 


by  Don  L.  Berry  of  the  Indianola  Record* 
Herald,  of  Indianola,  Iowa. 

Mr.  BLATNIK  (at  the  request  qf-”Mr. 
Perkins)  was  given  permission  tq/extend 
his  remarks  in  the  Record  and'include 
an  editorial. 

PERMISSION  TO 

Mr.  RANKIN, 
unanimous  consent  to  ^fidress  the  House 
for  1  minute  and  to  revise  and  extend  my 
remarks  and  include  an  excerpt  from  the 
Record  showing  tjtie  items  included  in  the 
civil  functions  appropriation  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Mississip; 

Them'was  no  objection. 

[IV^T  RANKIN  addressed  the  House. 
Hi§  'remarks  will  appear  hereafter  in  the 
Spendix.  ]  • 

CALL  OF  THE  HOUSE 

Mr.  RICH.  Mr.  Speaker,  I  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  PRIEST.  Mr.  Speaker,  I  move  a 
call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names  : 

[Roll  No.  216] 

Furcolo 
Garmatz 
Gary 
Gathings 
Gavin 
Gilmer 


Abbltt 

Allen,  Ill. 

Baring 

Barrett,  Pa. 

Beckworth 

Bennett,  Mich. 

Bentsen 

Bland 

Blatnlk 

Bolton,  Md. 

Bolton,  Ohio 

Bonner 

Bramblett 

Brehm 

Buckley,  N.  Y. 
3ulwlnkle 


Granahan 
Grant 
Green 
Gregory 
Harvey 
Hays.  Ohio 
Hubert 
Heffernan 
Herlong 


Morton 
Mul  ter 
Murphy 
Murray,  Tenn. 
Norblad 
Norton 
O'Neill 
Patten 
Pfeiffer, 
William  L. 
Philbln 
Phillips,  Calif. 
Poage 
Powell 
Rains 


Hoffman, (,Mich.  Reed,  Ill. 


Burdick 

Horan 

Reed,  N.  Y. 

Bdrnside 

Huber 

Rees 

Byrhe.  N.  Y. 

Irving 

Rhodes 

Carljfte 

Jackson,  Calif. 

Rlbicoff 

Celler  \. 

Jonas 

Richards 

Chatham* 

Kearney 

Riehlman 

Chlperflelct- 

Kearns 

Rivers 

Cole,  N.  Y.  \ 

Keating 

Roosevelt 

Cooley  > 

.  Kee 

Sabath 

Corbett 

'Keefe 

Sadowski 

Coudert 

fe^Uey 

St.  George 

Cox 

Kdqgh 

Scott,  Hardie 

Crosser 

KlllSirn 

Scott, 

Davenport 

KlelnY 

Hugh  D.,  Jr. 

Davies,  N.  Y. 

Kunkel\ 

Shafer 

Davis,  Tenn. 

Larcade  \ 

Short 

Dawson 

LeCompte  \ 

Smith,  Ohio 

Deane 

Lovre  V 

Smith,  Va. 

Dlngell 

McDonough  S 

Staggers 

Dolllnger 

McMillan,  S.  C. 

'Stanley 

Donohue 

McSweeney 

Stockman 

Douglas 

Mack,  Ill. 

Taiiriello 

Elston 

Macy 

Tayfby 

Engle,  Calif. 

Mansfield 

Thoma^,  N.  J. 

Feighan 

Merrow 

Towe  \ 

Fellows 

Miller,  Calif. 

Vinson  \ 
Wadsworth'S 

Flood 

Miller,  Md. 

Fogarty 

Morrison 

Walter 

14165 

14166 
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itaker 
WhmsXalif. 
Whiteritt'MiP 
Whitten 


Wigglesworth 
Willis 
Withrow 
■Wood 


Woodhou§ 
Worles 


this  roll  call  283 
to  their  names, 


The  SPEA1 
Members  have 
a  quorum. 

By  upafnmous  consent,  pro- 

ceqjiiffgs  under  the  call  were  dispensed 

nnwpinii  a  *****.* 

SOCIAL  SECURITY  ACT  AMENDMENTS  OP 
1949 


Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  State  of  the  Union  for  the  further 
consideration  of  the  bill  (H.  R.  6000)  to 
extend  and  improve  the  Federal  old-age 
and  survivors’  insurance  system,  to 
amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security 
Act,  and  for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  resolved 
itself  into  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union  for  the 
further  consideration  of  the  bill  H.  R. 
6000,  with  Mr.  Kilday  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  When  the  Com¬ 
mittee  rose  on  yesterday,  the  gentleman 
from  North  Carolina  [Mr.  DoughtonI 
had  consumed  1  hour  and  21  minutes  and 
the  gentleman  from  Ohio  [Mr.  Jenkins] 
had  consumed  1  hour  and  44  minutes. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  25  minutes  to  the  gentleman  from 
Tennessee  [Mr.  Cooper]. 

Mr.  COOPER.  Mr.  Chairman,  I  have 
spoken  three  times  on  this  bill  already, 
once  before  the  Rules  Committee,  once 
in  the  Democratic  conference,  and  then 
on  the  rule,  so  I  shall  not  ask  your  in¬ 
dulgence  very  long  at  this  time. 

The  pending  bill,  H.  R.  6000,  comes  be¬ 
fore  the  House  by  a  favorable  vote  of  22 
to  3  of  the  Ways  and  Means  Committee. 
In  my  experiences  as  a  member  of  that 
committee  I  have  never  known  any 
measure  to  receive  more  thorough  and 
careful  consideration  than  the  pending 
bill. 

The  social-security  program  for  this 
country  was  established  under  the  act  of 
1935.  That  measure  was  the  greatest 
piece  of  legislation  of  that  type  ever 
enacted  in  the  history  of  this  or  any 
other  country  of  the  world.  Many  other 
countries  had  some  phases  or  some  parts 
of  the  social-security  program,  but  the 
great  President  Franklin  D.  Roosevelt 
was  the  first  man  with  the  vision  and  the 
courage  to  give  to  the  country  a  rounded- 
out  and  completed  recommendation  for  a 
social-security  program. 

The  act  of  1935  provided  among  other 
things  for  old-age  assistance,  commonly 
called  old-age  pensions.  It  provided  for 
old-age  insurance  benefits,  commonly 
called  old-age  annuities.  It  provided  for 
unemployment  compensation,  aid  to  de¬ 
pendent  children,  child  welfare,  aid  to 
the  blind,  and  included  other  provisions. 

The  old-age  insurance  provisions  of 
the  act  became  effective  in  1937.  After  3 
years  of  experience  under  this  act,  it  was 
found  that  certain  improvements  were 
desirable,  so  the  act  of  1939,  embracing 
quite  a  number  of  far-reaching  amend¬ 
ments  to  the  Social  Security  Act  of  1935, 


was  enacted.  In  fact,  the  act  of  1939 
provided  a  program  much  broader  and 
more  extensive  than  the  original  act. 
The  original  act  provided  only  for  old- 
age  retirement  benefits.  The  1939  act 
provided  for  old-age  and  survivors  in¬ 
surance  benefits. 

Now,  after  10  years  of  experience  un¬ 
der  the  1939  act,  it  is  found  desirable  to 
extend  this  program  further,  so  in  its  far- 
reaching  consequences  to  the  future 
happiness  and  welfare  of  the  people  of 
this  country  this  bill,  H.  R.  6000,  is  per¬ 
haps  the  most  important  legislation  re¬ 
ceiving  the  attention  and  consideration 
of  this  Congress. 

Many  improvements  are  provided  for 
this  program.  Among  other  things,  the 
program  for  old-age  assistance,  or  what 
is  commonly  referred  to  as  old-age  pen¬ 
sions,  is  extended  and  improved.  A  new 
formula  is  provided  in  this  bill  which  will 
result  in  all  of  the  States  of  the  Union 
receiving  some  additional  Federal  funds 
for  old-age  assistance,  and  the  States 
paying  the  lowest  amount  of  benefits  for 
this  purpose  will  receive  greater  benefits. 

Then  for  the  first  time  we  embrace  in 
this  program  a  provision  for  total  and 
permanent  disability  benefits  for  the 
needy  people  of  the  country. 

Bear  in  mind  that  under  the  present 
program  only  people  who  have  reached 
the  age  of  65  can  receive  the  benefits  of 
old-age  assistance.  We  add  a  new  cate¬ 
gory  in  this  bill  and  provide  not  only 
for  old-age  assistance  and  aid  to  de¬ 
pendent  children  and  the  other  provi¬ 
sions  now  included  in  the  program,  but 
we  also  provide  for  total  and  permanent 
disability  benefits  regardless  of  age. 
That  means  if  some  person  becomes 
totally  and  permanently  disabled  and  is 
in  need,  but  has  not  yet  reached  the  age 
of  65,  he  is  eligible  for  benefits  under 
this  program  under  the  'same  formula 
of  State  and  Federal  matching  as  is  pro¬ 
vided  for  old-age  assistance,  or  old-age 
pensions. 

Then  very  important  amendments  are 
included  with  respect  to  the  program 
for  old-age  and  survivors’  insurance. 
Bear  in  mind  that  old-age  assistance,  or 
commonly  called,  old-age  pensions,  is  all 
paid  for  by  the  Federal  and  State  Gov¬ 
ernments.  The  individual  recipient  may 
not  have  contributed  any  part  to  that 
program.  But  under  title  n  of  the  old- 
age  ard  survivors’  insurance  program 
the  people  themselves  make  contribu¬ 
tions  during  the  working  period  of  their 
lives  to  build  up  benefits  to  which  they 
become  entitled  as  a  matter  of  right 
when  they  reach  retirement  age. 

Mr.  KEEFE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  KEEFE.  The  gentleman  is  mak¬ 
ing  a  very  splendid  exposition  of  this 
bill.  He  has  just  discussed  some  of  the 
old-age-pension  provisions  of  the  bill. 
Up  to  now  the  gentleman,  as  I  have  fol¬ 
lowed  his  statement,  perhaps  he  intends 
to  do  so  later,  has  not  discussed  this  new 
provision  in  the  bill  which  relates  to  the 
receipt  or  payment  of  old-age  assistance 
to  beneficiaries  who  are  occupants  of 
public  institutions.  I  would  like  to  get 
a  very  definite  statement.  As  the  gentle¬ 
man  knows,  I  appeared  before  his  com¬ 


mittee  in  support  of  a  proposal  which 
would  permit  the  continuation  of  old- 
age  assistance  payments  even  though  the 
people  were  in  a  public  institution.  As 
I  understand,  what  you  have  done — and 
the  gentleman  can  correct  me  if  I  am 
mistaken — you  do  not  permit  the  contin¬ 
uation  of  payments  in  the  event  a  person 
is  either  a  voluntary  or  involuntary  pa¬ 
tient  in  a  tuberculosis  sanatorium  or  a 
mental  institution,  but  if  the  county  or 
local  organization  provides  a  place  where 
they  may  receive  medical  care  or  sub¬ 
sistence  care  on  a  medical  basis  they 
will  not  lose  their  old-age  pensions,  is 
that  correct? 

Mr.  COOPER.  The  gentleman  is  cor¬ 
rect.  Persons  in  medical  institutions 
other  than  tubercular  or  mental  insti¬ 
tutions  .would  be  eligible.  The  gentle¬ 
man  will  find  on  page  42  of  the  report  a 
very  clear  explanation  of  that  provision 
of  the  bill.  I  am  glad  to  say  the  distin¬ 
guished  gentleman  from  Wisconsin  has 
evidenced  an  intense  interest  for  many 
years  in  this  particular  phase  of  the  pro¬ 
gram.  But  the  Committee  on  Ways  and 
Means  was  most  favorably  impressed  by 
his  appearance  before  the  committee. 
We  have  endeavored  to  take  care  of  the 
situation  which  he  so  ably  presented  to 
the  committee. 

Mr.  KEEFE.  I  thank  the  gentleman. 

Mr.  COOPER.  Mr.  Chairman,  the 
pending  bill  provides  for  an  expansion 
and  improvement  of  the  old-age  and  sur¬ 
vivors’  insurance  program.  It  also  in¬ 
cludes,  for  the  first  time,  a  new  category 
for  total  and  permanent  disability  bene¬ 
fits. 

About  11,000,000  people  not  now  cov¬ 
ered  under  the  social-security  program 
are  covered  under  this  bill.  Those  11,- 
000,000  people  include  the  following 
groups : 

(a)  Certain  self-employed  persons 
other  than  farmers  are  included  under 
the  bill,  about  4,500,000  people.  They 
are  covered  when  their  net  earnings  from 
self-employment  amount  to  $400  or  more 
per  year. 

We  have  had  this  situation  presented 
to  us  from  time  to  time.  I  am  sure  the 
experience  of  every  Member  of  this 
House  has  been  similar  to  mine.  We 
meet  people  in  our  districts  at  home  who 
say  to  us,  in  effect,  “I  am  operating  a 
barber  shop,  or  a  garage,  or  some  other 
business.  I  am  paying  my  employer’s 
share  of  social-security  tax  for  the  bene¬ 
fit  of  the  other  people  who  work  in  my 
business,  but  I  am  not  making  any  pro¬ 
vision  for  my  own  retirement  benefits. 
It  may  well  be  that  when  I  reach  65  I 
may  need  retirement  benefits  as  much,  as 
any  of  the  men  I  am  now  employing  and 
for  whom  I  am  paying  my  share  of  the 
tax.” 

So  the  committee  has  included  in  this 
bill  certain  self-employed,  on  the  basis  I 
have  just  mentioned.  Of  course,  a  self- 
employed  person  is  both  employer  and 
employee.  It  may  be  thought  advisable 
for  him  to  pay  the  employer’s  tax  and  the 
employee’s  tax,  both,  because  he  occupies 
both  relationships.  But  under  the  provi¬ 
sions  of  this  bill,  after  consultation  with 
the  actuaries  and  those  who  are  in  the 
best  position  to  give  us  “expert  advice  and 
assistance,  it  was  found  that  the  tax  rate 
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is  IV2  imes  the  amount  of  the  employee’s 
tax  rate  would  be  generally  sufficient 
to  take  care  of  those  self-employed  peo¬ 
ple.  So,  instead  of  paying  under  the 
present  rate  of  2  percent,  1  percent  for 
employer  and  1  percent  for  employee, 
those  self-employed  people  are  required 
to  pay  IV2  percent. 

Next,  employees  of  nonprofit  institu¬ 
tions,  other  than  ministers,  which  will 
include  about  600,000  people:  The  em¬ 
ployer  is  not  compulsorily  taxed,  but  may 
voluntarily  elect  to  participate.  If  an 
employer  does  not  participate,  the  em¬ 
ployee  receives  one-half  the  wage  credit. 
We  know,  of  course,  the  long-standing 
question  about  taxation  of  certain  insti¬ 
tutions  in  this  country — religious,  edu¬ 
cational,  and  other  institutions  of  that 
type.  So  it  is  provided  in  this  bill  that 
they  may  voluntarily  pay  this  tax  for 
the  benefit  of  their  employees,  and  the 
information  given  the  Committee  on 
Ways  and  Means,  by  representatives  of 
those  institutions,  is  that  perhaps  98  per¬ 
cent  of  them  will  be  glad  and  willing  to 
voluntarily  pay  this  tax.  But  it  is  pro¬ 
vided  that  in  such  instances  as  the  em¬ 
ployer  does  not  pay  it,  then  the  employee 
receives  one-half  the  wage  credit,  be¬ 
cause  he  is  paying  the  employee’s  tax,  but 
the  employer’s  part  of  the  tax  has  not 
been  paid  for  him. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield. 

•  Mr.  JONAS.  Does  this  provision  that 
the  gentleman  has  just  discussed  apply 
to  hospitals  that  are  organized  not  for 
profit? 

Mr.  COOPER.  That  is  correct. 

Mr.  JONAS.  It  is  up  to  the  hospital 
management  to  determine  whether  they 
wish  to  become  parties? 

Mr.  COOPER.  It  applies  to  all  those 
so-called  nonprofit  institutions — educa¬ 
tional  institutions,  religious  institutions, 
hospital  institutions,  etc. 

Mr.  JONAS.  And  charitable  institu¬ 
tions? 

Mr.  COOPER.  Charitable  institu¬ 
tions.  But  it  is  on  a  voluntary  basis  so 
far  as  payment  of  the  employer’s  part 
of  the  tax  is  concerned. 

Mr.  JONAS.  If  an  employer  does  not 
pay,  then  the  employee  would  only  draw 
one-half  what  he  would  draw  if  the  em¬ 
ployer  had  paid? 

Mr.  COOPER.  That  is  right.  The 
estimated  number  of  nonprofit  employ¬ 
ers,  with  the  type  of  organization,  is  as 
follows:  Total  of  all  nonprofit  employers, 
287,000.  Churches,  254,000;  hospitals, 
3,000;  hospitals,  church  operated,  1,000; 
other  nonprofit  hospitals,  2,000;,  or  a 
total  under  employment  of  12,000. 
Schools — universities,  colleges,  or  profes¬ 
sional  schools,  1,000;  elementary  and  sec¬ 
ondary  schools,  11,000,  or  a  total  of  12,- 
000  employers;  other  religious  institu¬ 
tions,  3,000;  miscellaneous  service  and 
welfare  agencies,  foundations,  and  asso¬ 
ciations,  15,000  employers. 

Mr.  MILLER  of  Nebraska.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  MILLER  of  Nebraska.  When 
these  nonprofit  groups  once  go  in  volun¬ 
tarily,  do  I  understand  that  they  may 
also  withdraw  of  their  own  volition,  after 
they  have  once  gone  into- the  program? 


Mr.  COOPER.  After  5  years,  if  2 
years  advance  notice  is  given. 

Mr.  MILLER  of  Nebraska.  Do  the  dis¬ 
ability  provisions  go  only  to  those  who 
pay  in  under  the  old-age  and  survivors’ 
feature,  or  do  they  go  to  those  receiving 
old-age  assistance? 

Mr.  COOPER.  It  goes  to  both. 

We  had  added  a  new  category  for  the 
assistance  program  an  dalso  for  the  old 
age  and  survivors’  insurance  program. 

Mr.  MILLER  of  Nebraska.  Does  the 
question  of  need  enter  into  the  picture, 
as  to  whether  or  not  they  are  in  need? 

Mr.  COOPER.  The  question  of  need 
applies  for  assistance  for  disability,  just 
as  it  does  in  the  case  of  old-age  assist¬ 
ance.  But  the  question  of  need  does  not 
apply  for  disability  insurance,  just  as  it 
does  not  apply  in  the  case  of  old  age  and 
survivors’ '  insurance  for  people  past  65, 
because  the  insurance  is  something  they 
have  bought  and  paid  for  and  are  en¬ 
titled  to  as  a  matter  of  right,  but  on  the 
assistance  program  need  must  be  shown. 

Mr.  MILLER  of  Nebraska.  In  the  as¬ 
sistance  program  who  sets  up  the  stand¬ 
ard  of  need?  Or  does  it  vary  in  the  sev¬ 
eral  States? 

Mr.  COOPER.  There  are  certain 
broad  standards  provided  under  the 
Federal  act,  but  in  the  main  each  State 
through  its  welfare  department  or  such 
agency  as  administers  the  program  in 
the  State  determines  those  questions  and 
fixes  the  degree  of  need  and  any  other 
requirements  that  must  be  met  by 
recipients. 

Mr.  HARRIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COCPER.  I  yield. 

Mr.  HARRIS.  In  the  case  of  a  person 
entitled  to  old-age  assistance  who  draws 
a  check  under  the  old-age-pension  pro¬ 
gram  and  then  becomes  disabled,  would 
he  be  entitled  to  draw  checks  under  the 
total  and  permanent  disability  program? 

Mr.  COOPER.  They,  of  course,  are 
separate  programs. 

Mr.  HARRIS.  That  is  the  reason  I 
asked  the  gentleman  the  question. 

Mr.  COOPER.  Let  us  assume  the  case 
of  a  man  who  is  65  years  of  age  and  in 
need;  he  is  entitled  to  old-age  assistance. 
The  bill  expressly  provides  that  no  aid 
will  be  furnished  to  any  individual  for 
assistance  for  disability  for  any  period 
with  respect  to  which  he  is  receiving  old- 
age  assistance  or  aid  to  the  blind,  or  aid 
to  dependent  children  is  furnished  him. 

Mr.  HARRIS.  If  the  gentleman  will 
yield  further,  I  understood  from  the  ex¬ 
planation  given  that  the  total-  and  per¬ 
manent-disability  clause  would  apply  to 
the  established  disability  of  the  indi¬ 
vidual. 

Mr.  COOPER.  I  do  not  know  that  our 
minds  are  exactly  meeting.  A  person 
who  is  not  65  years  of  age  but  who  is 
totally  and  permanently  disabled,  re¬ 
gardless  of  his  age,  if  he  is  in  need,  is 
entitled  to  qualify  under  this  program. 

Mr.  DONDERO.  Mr.  Chairman,  will 
the  gentleman  yield  for  a  question? 

Mr.  COCPER.  I  yield. 

Mr.  DONDERO.  While  home  I  was 
visited  by  a  delegation  of  policemen  and 
firement  from  the  city  of  Detroit  request¬ 
ing  that  their  organization  be  exempted 
from  the  provisions  of  this  bill  because 
they  had  their  own  retirement  plan.  Is 
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that  possible  under  the  provisions  of  the 
bill  now  under  consideration? 

Mr.  COOPER.  Yes;  that  is  entirely 
possible,  and  I  will  try  to  touch  on  that 
provision  in  just  a  moment. 

Mr.  DONDERO.  But  a  vote  is  re¬ 
quired  to  exempt  them;  I  understand 
they  have  to  make  the  election. 

Mr.  COOPER.  That  is  right;  they 
have  to  vote  by  a  two-thirds  majority  to 
come  under  the  program,  or  they  can¬ 
not  be  covered. 

Mr.  DONDERO.  Would  that  apply  to 
school  teachers’  retirement  funds  also? 

Mr.  COOPER.  Yes,  both  of  them. 

Mr.  LYNCH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  LYNCH.  In  reply  to  the  inquiry 
that  was  made  in  respect  to  the  non¬ 
profit  institutions,  is  it  not  a  fact  that 
when  an  institution  has  been  in  for  5 
years  it  may  withdraw  only  upon  2  years’ 
additional  notice;  so  that  before  any  in¬ 
stitution  may  withdraw  it  must  be  in  the 
system  or  its  employees  must  be  in  the 
system  for  7  years  and  once  it  has  with¬ 
drawn  the  institution  cannot  get  back? 

Mr.  COOPER.  The  gentleman  is  cor¬ 
rect.  Allow  me  to  say  that  the  gentle¬ 
man  from  New  York  [Mr.  Lynch]  has 
made  an  outstanding  contribution  to 
this  provision  of  the  bill  as  well  as  to 
many  others.  He  served  on  the  subcom¬ 
mittee  last  year  and  has  been  very  dili¬ 
gent  in  his  efforts  this  year  and  has  made 
an  outstanding  contribution  to  the  pro¬ 
visions  of  this  bill,  especially  with  re¬ 
spect  to  these  nonprofit  institution  em¬ 
ployees. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Mississippi. 

Mr.  WHITTINGTON.  As  I  under¬ 
stand  the  gentleman,  under  the  terms  of 
this  bill  the  matter  of  employers  com¬ 
ing  under  it  is  wholly  optional  with  the 
employer,  all  employers,  whether  barber 
shop  operators  or  not? 

Mr.  COOPER.  It  is  voluntary  whether 
they  come  under  or  not? 

Mr.  WHITTINGTON.  Yes. 

Mr.  COOPER.  No. 

Mr.  WHITTINGTON.  The  matter  of 
an  employer  coming  under  the  provisions 
of  the  bill  is  not  voluntary? 

Mr.  COOPER.  The  statement  with 
reference  to  an  employer  coming  under 
the  terms  of  the  bill  voluntarily  was  with 
respect  to  nonprofit  institutions. 

Mr.  WHITTINGTON.  I  know  about 
that.  I  am  talking  about  self-employed 
generally. 

Mr.  COOPER.  The  gentleman  is  talk¬ 
ing  about  self-employed  people? 

Mr.  WHITTINGTON.  Yes. 

Mr.  COOPER.  No.  They  are  not 
covered  on  a  voluntary  basis. 

Mr.  WHITTINGTON.  How  many  self- 
employed  are  brought  under  the  terms 
of  the  bill  outside  of  exceptions  named 
in  the  bill? 

Mr.  COOPER.  There  about  4,500,000 
self-employed  people  other  than  farmers 
who  are  brought  under  the  provisions  of 
the  bill. 

Mr.  WHITTINGTON.  Automatically, 
whether  they  desire  to  be  brought  under 
it  or  not? 
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Mr.  COOPER.  Yes.  I  might  state  on 
that  point  that  originally  I  favored 
bringing  all  self-employed  people  in  on  a 
Voluntary  basis,  but  it  was  pointed  out 
that  such  a  program  would  be  very  ex¬ 
pensive  and  would  probably  seriously 
affect  the  trust  fund  for  the  simple  rea¬ 
son  that  people  would  wait  until  they  be¬ 
gan  to  advance  in  years  or  their  health 
became  impaired  before  they  would  elect 
to  come  in,  therefore  there  would  be  an 
unusual  burden  on  the  program.  They 
would  not  have  paid  in  during  their  ac¬ 
tive  and  most  productive  period  of  their 
lives  thereby  strengthening  the  fund. 
So,  from  the  actuarial  advice  we  were 
able  to  secure,  it  was  found  it  was  not  de¬ 
sirable  to  bring  these  people  in  on  a  vol- 
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Mr.  WHITTINGTON.  So  that  the 
compulsory  part  is  confined  to  all  self- 
employed? 

Mr.  COOPER.  That  applies  to  every¬ 
body  under  the  program  now.  It  is  not 
an  optional  one. 

Mr.  ROGERS  of  Florida.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Florida. 

Mr.  ROGERS  of  Florida.  If  we  adopt 
this  program  is  it  not  a  precedent  for 
adopting  a  policy  of  socialized  medicine? 

Mr.  COOPER.  No.  It  has  no  rela¬ 
tion  to  that  at  all.  It  has  nothing  in 
the  world  to  do  with  it.  Socialized 
medicine  cannot  come  unless  the  gen¬ 
tleman’s  own  committee  favorably  re¬ 
ports  legislation  on  that  point.  That  is 
under  the  jurisdiction  of  his  committee, 
not  the  Committee  on  Ways  and  Means, 

Mr.  ROGERS  of  Florida.  Is  it  the 
gentleman’s  idea  that  if  we  require  a 
self-employed  man  who  does  not  want 
to  come  under  this  program  to  come  in 
that  would  not  be  a  policy  looking  to¬ 
ward  requiring  a  man  to  take  out  insur¬ 
ance? 

Mr.  COOPER.  I  do  not  see  any  rela¬ 
tionship  at  all  between  the  two. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Tennessee  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  15  additional  min¬ 
utes. 

Mr.  MACK  of  Washington.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Washington. 

Mr.  MACK  of  Washington.  On  page 
54  of  this  bill  it  is  provided  that  news¬ 
paper  publishers  shall  be  excluded  from 
the  benefits  of  this  legislation.  Could 
the  gentleman  tell  me  why  newspaper 
publishers  are  excluded? 

Mr.  COOPER.  Well,  about  the  only 
answer  I  can  give  the  gentleman  is  that 
the  committee  had  no  evidence  that  they 
wanted  to  be  included. 

Mr.  MACK  of  Washington.  One  fur¬ 
ther  question.  The  publishers  of  news¬ 
papers  which  are  incorporated  are 
included  as  employees.  Will  this  section 
bar  them  from  inclusion? 

Mr.  COOPER.  No,  sir;  it  does  not  af¬ 
fect  them.  In  other  words,  employees  of 
incorporated  businesses  continue  in  the 
future  as  they  have  in  the  past. 

Mr.  EBERHARTER.  Mr.  Chairman, 
Will  the  gentleman  yield? 


Mr.  COOPER.  I  yield  tc  the  gentle¬ 
man  from  Pennsylvania. 

Mr.  EBERHARTER.  I  notice  the  gen¬ 
tleman  is  very  much  disturbed  about  the 
exclusion  of  editors  and  publishers  of 
newspapers.  The  committee,  when  it 
was  considering  that  subject,  felt  that 
editors  and  publishers  of  newspapers  sel¬ 
dom  retired  when  they  were  65  years  of 
age,  and  that  was  an  additional  reason 
for  their  exclusion. 

Mr.  COOPER.  The  gentleman  is  cor- 
l*6Ct 

Mr.  SECREST.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Ohio. 

Mr.  SECREST.  Does  the  gentleman 
see  a  future  possibility  of  farmers  volun¬ 
tarily  being  included  in  the  social  se¬ 
curity  program? 

Mr.  COOPER.  Well,  of  course,  it  is 
difficult  to  tell  now.  Farmers  were  not 
included  under  this  bill  because  the  com¬ 
mittee  did  not  receive  sufficient  evidence 
that  they  wanted  to  be  included,  and 
the  further  fact  as  indicated  by  the  con¬ 
tribution  made  by  the  gentleman  from 
Pennsylvania.  As  a  matter  of  practice, 
many  farmers  ordinarily  do  not  retire  at 
65  years  of  age.  If  a  man  owns  his  farm, 
although  he  may  not  plow  and  hoe  and 
work  as  much  as  he  did  in  his  younger 
days,  he  still  operates  his  farm,  super¬ 
vises  it,  and  does  not  want  to  retire  as 
many  other  people  do. 

I  would  like  to  refer  now  to  certain 
other  provisions  of  the  pending  bill.  Do¬ 
mestic  servants,  not  in  farm  homes,  are 
included;  about  950,000.  They  are  cov¬ 
ered  when  regularly  employed;  that  is, 
if  they  are  regularly  employed  for  as 
much  as  26  days  out  of  the  quarter  and 
have  earnings  of  as  much  as  $25  during 
the  quarter,  from  a  single  employer. 

State  and  local  government  employees; 
about  4,000,000  people  are  included. 
They  are  covered  if  the  State  enters  into 
a  compact  with  the  Federal  Security 
Agency,  with  the  condition  that  employ¬ 
ees  already  under  retirement  systems  are 
covered  only  if  by  two-thirds  majority 
they  vote  to  come  under  the  program. 

Also  included  are  certain  Federal  em¬ 
ployees  not  under  a  retirement  program; 
about  100,000.  They  are  covered,  with 
certain  exceptions,  such  as  persons  un¬ 
der  temporary  appointment  to  fill  a  per¬ 
manent  position,  and  very  short-time 
employees,  such  as  post-office  clerks  dur¬ 
ing  the  Christmas  rush. 

Mr-  FORD.  Mr.  Chairman,  will  the 
gentleman  yield 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  FORD.  As  to  local  Institutions 
that  have  their  own  programs  for  re¬ 
tirement,  the  gentleman  says  that  it 
takes  two-thirds  majority.  Is  that  two- 
thirds  majority  of  all  who  are  covered 
under  the  local  plan  or  two-thirds  ma¬ 
jority  of  those  voting? 

Mr.  COOPER.  It  provides  for  two- 
thirds  both  of  all  employees  and  adult 
beneficiaries  of  a  retirement  system. 

Mr.  FORD.  There  must  be  an  affirma¬ 
tive  vote  of  two-thirds  of  those  who  are 
eligible  and  covered  in  order  to  bring 
the  local  employees  under  the  coverage 
of  this  act? 


Mr.  COOPER.  The  gentleman  is  cor¬ 
rect. 

The  bill  also  provides  coverage  for  cer¬ 
tain  groups,  about  half  a  million  people, 
which  includes  agricultural  processing 
workers  off  the  farm,  nonprofit  agricul¬ 
tural  and  horticultural  organizations, 
voluntary  employees  benefit  associations, 
farm-loan  and  farm-credit  institutions, 
employment  of  United  States  citizens 
outside  the  United  States  by  American 
employers,  and  the  inclusion  of  tips  as 
wages. 

Under  this  bill,  benefits  for  existing 
beneficiaries  are  increased  from  50  per¬ 
cent  to  as  much  as  150  percent  for  the 
lowest  benefit  group,  with  the  average  in¬ 
crease  being  about  70  percent.  The  new 
benefit  formula  is  50  percent  of  the  first 
$100  of  average  monthly  wage,  plus  10 
percent  of  the  next  $200,  the  average 
wage  being  the  average  over-all  years  of 
social  security  coverage,  that  is,  the  years 
in  which  there  was  $200  or  more  of  wages 
after  1936  (or  $400  after  1949),  which¬ 
ever  is  more  favorable.  This  amount 
would  be  increased  by  one-half  percent 
for  each  year  of  social-security  coverage. 
Thus,  the  longer  the  worker  is  in  the  sys¬ 
tem  the  larger  will  be  the  benefits. 

Mr.  MCCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  MCCORMACK.  I  think  the  Rec¬ 
ord  should  show  that  in  connection  with 
the  allowance  for  increased  annuity  the 
average  payment  of  noncontributory 
old-age  assistance  throughout  the  coun¬ 
try,  as  I  remember,  is  about  $35,  and  the 
earned  annuity  is  only  $24,  considerably 
less  than  the  noncontributory. 

Mr.  COOPER.  I  think  the  correct  fig¬ 
ures  are  about  $45  and  $26. 

Mr.  MCCORMACK.  In  any  event,  there 
is  a  great  disparity  there,  and  that  is  a 
very  important  element  for  consideration 
by  the  committee. 

Mr.  COOPER.  The  gentleman  is  cor¬ 
rect. 

One  other  word  or  two  about  this  so- 
called  increment  here,  this  one-half  per¬ 
cent  a  year  that  a  person  receives  for 
the  number  of  years  he  is  in  the  program. 
Bear  in  mind  that  that  is  in  the  interest 
of  people  who  have  sustained  and  sup¬ 
ported  the  program.  The  longer  the  per¬ 
son  is  under  the  program,  the  more  his 
benefits  are,  and  he  is  entitled  to  this  in¬ 
crement. 

The  minimum  primary  benefit  is  in¬ 
creased  from  the  present  $10  a  month  to 
$25  a  month. 

Maximum  family  benefits  are  in¬ 
creased  from  the  present  $85  a  month  to 
$150  per  month. 

Then  there  are  very  important  provi¬ 
sions  with  respect  to  the  qualifications 
for  benefits.  In  addition  to  existing  eli¬ 
gibility  requirements,  that  is,  quarters  of 
coverage  in  one-half  the  quarters  since 
1936  and  before  age  65,  or  40  quarters  of 
coverage,  another  alternative  condition 
is  introduced  so  that  newly-covered 
groups  may  qualify  sooner,  that  is,  20 
quarters  of  coverage  out  of  the  40-quar¬ 
ter  period  ending  at  65  or  at  a  later  date. 
That  is  of  special  importance  to  this  new¬ 
ly-covered  group,  the  self-employed. 
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The  retirement  age  of  65  as  provided 
under  the  present  program  is  continued 
in  the  pending  bill. 

Mr.  BRYSON.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  South  Carolina. 

Mr.  BRYSON.  Did  the  committee  give 
any  serious  thought  to  the  reduction  of 
that  maximum  age  of  65  to  62,  as  in  the 
case  of  Members  of  Congress? 

Mr.  COOPER.  Yes;  the  committee 
did  give  very  serious  and  lengthy  consid¬ 
eration  to  that  phase  of  it.  There  was 
considerable  testimony  presented  to  the 
committee,  especially  in  favor  of  reduc¬ 
ing  the  age  for  women.  At  one  time  the 
committee  tentatively  agreed  to  reduce 
the  age  for  women  to  63,  I  believe.  Lat¬ 
er,  when  we  were  considering  the  rate  of 
tax  and  the  various  phases  of  the  mat¬ 
ter,  and  considering  the  additional  ben¬ 
efits  that  had  been  provided  and  all  the 
various  problems  in  connection  with  it, 
it  was  finally  decided  to  leave  the  age  at 
65  as  at  present.  It  is  a  matter  of  judg¬ 
ment.  Of  course,  there  are  many  desir¬ 
able  reasons  for  reducing  the  age,  espe¬ 
cially  in  the  case  of  women.  But  after 
all,  this  entire  program  has  to  be  paid 
for,  and  we  have  to  consider  every  item 
that  goes  into  the  cost  of  the  program 
and  bear  that  in  mind  when  we  are  fix¬ 
ing  the  tax  rate  necessary  to  provide  the 
revenue  to  pay  for  the  program. 

Mr.  HEDRICK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  HEDRICK.  In  my  section  we 
have  many  farmers  who  are  also  coal 
miners.  They  live  on  10  or  15  acres  of 
land  which  they  farm  some,  and  go  to 
the  mines  to  work  some.  What  effect 
would  this  have  on  them? 

Mr.  COOPER.  I  do  not  see  that  this 
bill  would  have  any  effect  on  that  situa¬ 
tion,  because  farmers  are  still  exempt. 
I  do  not  see  that  there  would  be  any  ma¬ 
terial  difference  from  the  present  pro¬ 
gram  in  that  respect. 

The  bill  provides  for  lump-sum  death 
payments  to  be  made  available  for  all 
insured  deaths.  At  present  these  pay¬ 
ments  are  made  only  for  deaths  where 
immediate  monthly  survivor  benefits  are 
not  payable. 

Then,  as  I  have  indicated  before,  the 
bill  includes  a  new  category  for  the  old- 
age  and  survivors  insurance  part  of  the 
social-security  program,  which  is  simi¬ 
lar  to  the  new  category  included  for  the 
assistance  program;  that  is,  we  include 
those  who  are  permanently  and  totally 
disabled.  We  had  brought  to  our  atten¬ 
tion  many  instances  of  persons  who  have 
been  under  the  social-security  program 
from  the  very  beginning.  They  have 
been  paying  in  their  taxes.  The  em¬ 
ployer  has  been  paying  the  proper  tax 
for  their  benefits;  but  they  might  have 
a  stroke  of  paralysis  or  a  serious  heart 
ailment  might  develop,  or  for  some  rea¬ 
son  they  become  totally  and  permanently 
disabled.  As  a  result  they  are  removed 
from  the  labor  market.  They  are  forced 
into  retirement  because  of  their  physical 
condition.  But  they  have  not  yet  reached 
the  age  of  65.  Under  the  present  pro¬ 
gram  they  can  receive  nothing,  although 
they  have  been  paying  in  all  during  that 
time. 


This  provision  of  the  pending  bill  adds 
a  new  category  and  provides  that  where 
a  person  is  found  to  be  totally  and  per¬ 
manently  disabled  by  the  Government 
physician  and  meets  the  requirements 
and  provisions  contained  in  the  bill  he 
may  qualify  for  retirement  benefits, 
whatever  he  may  be  entitled  to,  when  he 
becomes  totally  and  permanently  dis¬ 
abled,  just  the  same  as  if  he  had  reached 
65  years  of  age  and  had  been  retired  by 
reason  of  age. 

Mr.  REES.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  REES.  Does  that  follow  the  gen¬ 
eral  pattern  prescribed  under  the  civil 
service? 

Mr.  COOPER.  May  I  say  to  the  dis¬ 
tinguished  gentleman  from  Kansas  that 
we  tried  the  best  we  could  to  follow  the 
general  pattern  of  the  civil-service  re¬ 
tirement  program  as  well  as  the  veterans’ 
program  with  respect  to  total  and  per¬ 
manent  disability  payments,  as  well  as 
the  retirement  program  under  the  Rail¬ 
road  Retirement  Act.  We  tried  to  pat¬ 
tern  this  along  the  lines  of  these  pro¬ 
grams  which  have  been  in  effect  for  a 
number  of  years  and  have  worked  rather 
successfully. 

Mr.  REES.  In  fact,  this  is  very  much 
like  the  program  under  the  Railroad  Re¬ 
tirement  Act,  is  it  not;  that  is,  this  par¬ 
ticular  feature  of  it? 

Mr.  COOPER.  It  is  very  similar. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  MILLS.  The  program  for  rail¬ 
road  men  has  been  in  effect  since  1937, 
has  it  not? 

Mr.  COOPER.  Yes;  we  have  had  over 
10  years  of  experience  under  that  act, 
and  we  have  tried  to  pattern  this  some¬ 
what  along  that  line. 

Mr.  LYNCH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  LYNCH.  It  is  true,  is  it  not,  that 
in  the  case  of  a  man  who  might  be  dis¬ 
abled,  let  us  say  at  the  age  of  52 ;  that  is, 
totally  and  permanently  disabled,  he 
would  not  become  eligible  for  social- 
security  benefits  under  the  present  law 
until  he  reached  the  age  of  65?  But  the 
fact  that  he  was  out  of  covered  employ¬ 
ment  from  the  age  of  52  to  the  age  of  65 
would  cause  a  lessening  of  the  benefits 
which  he  ordinarily  would  receive  under 
the  present  law;  is  that  not  correct? 

Mr.  COOPER.  The  gentleman  is 
correct. 

Mr.  LYNCH.  We  have  corrected  that 
situation. 

Mr.  COOPER.  That  is  true. 

Mr.  MILLER  of  Nebraska.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  MILLER  of  Nebraska.  If  a  vet¬ 
eran  who  was  50  years  of  age  and  comes 
under  the  Veterans’  Administration  as 
far  as  disability  is  concerned,  and  is  also 
under  the  old-age  and  survivors  insur¬ 
ance  benefit,  and  he  becomes  totally  and 
permanently  disabled,  does  he  draw  from 
both  funds? 

Mr.  COOPER.  Yes.  He  would  draw 
under  both  funds.  As  I  endeavored  to 
point  out  earlier,  the  old-age  and  sur¬ 
vivors  and  the  total  and  permanent  dis¬ 
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ability  insurance  is  something  that  the 
person  has  bought  and  paid  for,  and  he 
is  entitled  to  it  as  a  matter  of  right,  re¬ 
gardless  of  any  other  benefits  that  he 
may  receive  under  a  pension  or  other 
retirement  system,  or  regardless  of  how 
much  income  he  may  have.  He  is  buy¬ 
ing  and  paying  for  insurance  and  is 
entitled  to  it. 

Mr.  MILLER  of  Nebraska.  At  65  years 
of  age  he  would  get  old-age  assistance 
and  come  under  the  survivors  clause  of 
this  bill  and  also  under  the  Veterans’ 
Administration?  And  the  congressional 
retirement,  if  he  is  a  Congressman? 

Mr.  CCGPER.  The  gentleman  will 
bear  in  mind  the  old-age  assistance  pro¬ 
gram  or  the  commonly  called  old-age 
pensions,  and  the  total  and  permanent 
disability  assistance,  is  based  on  need. 
A  person  must  be  in  need.  He  is  receiv¬ 
ing  something  there  that  is  paid  for  by 
the  Federal  and  State  Governments,  but 
he  has  made  no  contribution  at  all  to  it. 
On  the  other  hand,  the  old-age  and  sur¬ 
vivors  insurance  and  the  new  category, 
total  and  permanent  disability  insurance, 
is  something  that  he  has  bought  and  paid 
for  himself  during  the  productive  period 
of  his  life,  and  he  is  entitled  to  those 
benefits  as  a  matter  of  right. 

Mr.  MILLER  of  Nebraska.  I  think  I 
understand.  Of  course,  there  is  some 
misconception  about  what  he  has  bought 
and  paid  for.  If  he  has  been  in  the  pro¬ 
gram  only  8  or  10  years  he  could  not 
possibly  have  paid  in  more  than  a  thou¬ 
sand  or  twelve  hundred  dollars,  and  he 
might  start  drawing  $100  a  month,  which 
would  take  out  everything  he  had  paid  in 
in  1  year’s  time. 

Mr.  COOPER.  Well,  it  is  the  best  sys¬ 
tem  we  have  been  able  to  work  out  to 
meet  those  conditions. 

Mr.  MILLER  of  Nebraska.  But  he 
has  not  really  bought  and  paid  for  it. 

Mr.  COOPER.  Of  course,  there  may 
be  some  question  about  that,  but  there 
may  be  some  question  about  whether  a 
man  buys  and  pays  for  other  insurance 
that  he  carries. 

Mr.  CLEMENTE.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  CLEMENTE.  Are  all  the  cate¬ 
gories  under  the  present  law  fully 
covered  in  this  bill? 

Mr.  COOPER.  Yes,  they  are. 

Mr.  CLEMENTE.  Some  of  the  pay¬ 
ments  for  death  have  not  been  made. 
There  are  circumstances  where  a  man 
has  been  fully  insured,  but  after  he  is 
fully  insured  he  becomes  ill  and  is  sick 
for  3  or  4  years  and  then  dies.  The 
Social  Security  Agency  says  you  are  not 
entitled  to  any  benefits  because  you  have 
not  worked  fhe  last  six  quarterly  periods. 
Has  that  been  corrected? 

Mr.  COOPER.  Of  course,  under  this 
new  category,  total  and  permanent  dis¬ 
ability  insurance  would  be  helpful  in 
such  a  situation. 

Mr.  CLEMENTE.  Is  there  a  time 
limit  on  total  disability? 

Mr.  COOPER.  There  is  a  6  months’ 
waiting  period.  That  is  for  this  reason. 
A  man  becomes  ill  or  something  may 
happen  to  him  today,  and  it  is  extremely 
difficult  to  determine  right  then  whether 
he  is  going  to  be  permanently  disabled 
or  not,  or  even  whether  he  is  going  to 
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be  totally  disabled  or  not,  but  we  figure 
that  by  requiring  a  6  months’  waiting 
period  competent  physicians  may  then 
be  able  to  determine  whether  he  is  going 
to  be  permanently  disabled  and  whether 
his  disability  is  total. 

Mr.  CLEMENTE.  If,  he  is  decided  to 
be  totally  disabled  at  this  time,  and  he 
dies,  does  his  family  receive  the  death 
benefits? 

Mr.  COOPER.  Yes.  That  is  correct. 

Mr.  FORAND.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  FORAND.  Insofar  as  the  wait¬ 
ing  period  of  6  months  is  concerned,  I 
think  the  States  could  well  take  care  of 
that  period  like  the  State  of  Rhode  Island 
does  under  its  sick-benefit  insurance  set¬ 
up,  that  would  give  the  beneficiary  an 
opportunity  to  at  least  have  some  help 
during  the  first  6  months  of  his  disabil¬ 
ity,  and  then  the  social-security  pro¬ 
gram  pick  him  up. 

Mr.  COOPER.  That  is  correct. 

Now,  one  other  point  I  would  like  to 
mention,  and  I  shall  not  take  more  time. 
We  include  a  very  important  provision 
in  the  interest  of  our  veterans.  We  pro¬ 
vide  that  a  permanent  wage  credit,  at 
the  assumed  rate  of  $160  per  month, 
shall  be  allowed  for  the  time  spent  in 
the  military  service.  We  have  thou¬ 
sands  and  thousands  of  veterans  of 
World  War  II,  men  who  were  in  covered 
employment  before  they  went  into  the 
service  and  went  back  into  covered  em¬ 
ployment  after  they  came  out  of  the 
service.  But  for  the  length  of  time  they 
were  in  the  military  service  there  is  a 
gap  in  their  social-security  coverage; 
that  is  1,  2,  3,  4,  or  5  years  that  they 
spent  in  the  service — that  much  time  is 
taken  out  under  their  social-security  cov¬ 
erage.  This  bill  provides  that  we  will 
allow  at  the  rate  of  $160  a  month  the 
time  that  the  man  spent  in  the  military 
service  in  order  that  there  may  not  be  a 
break  or  a  gap  in  his  social-security 
coverage. 

Mr.  CLEMENTE.  Take  the  case  of 
the  boy  who  goes  into  the  service  at  17 
years  of  age  but  who  is  now  under  cov¬ 
ered  employment;  would  he  be  given 
credit  at  that  rate  for  the  time  spent 
in  the  military  service? 

Mr.  COOPER.  Yes. 

Just  a  word  in  conclusion.  Your  com¬ 
mittee  has  given  6  months  of  diligent 
effort  to  this  bill.  We  present  to  you 
what  we  consider  and  honestly  believe  to 
be  a  sound,  workable,  and  constructive 
bill,  and  request  your  earnest  considera¬ 
tion  and  support  of  it. 

THE  PROPOSED  LEGISLATION  IS  GOOD  BUT  DOES 
NOT  GO  FAR  ENOUGH 

Mr.  DINGELL.  Mr.  Chairman,  let  me 
start  off  by  saying  that  I  am  100  percent 
in  favor  of  H.  R.  6000  and  want  to  do 
everything  in  my  power  to  see  that  it  is 
enacted.  The  Committee  on  Ways  and 
Means  has  worked  hard  and  diligently 
on  this  bill  and  has  produced  a  very  sig¬ 
nificant  measure.  There  has  been  splen¬ 
did  cooperation  between  all  the  members 
of  the  committee,  and  I  am  very  grati¬ 
fied  that  the  bill  accomplishes  as  much 
as  it  does  considering  that  in  this  dem¬ 
ocratic  Nation  of  ours  the  wishes  of  the 
minority  are  not  to  be  completely  ig¬ 


nored.  However,  I  do  want  to  state  at 
this  time  my  personal  views  that  the 
bill  should  have  gone  further  than  it 
does  and  thus  provided  a  greater  meas¬ 
ure  of  security  for  the  people  of  this 
country.  Many  of  the  features  of  H.  R. 
4303,  which  I  introduced  in  the  Eightieth 
Congress  might  well  have  been  included 
in  the  current  legislation. 

As  I  have  stated,  the  social-security 
amendments  contained  in  H.  R.  6000  are 
not  all  that  I  hoped  for.  As  all  Mem¬ 
bers  of  the  House  know,  I  have  consist¬ 
ently  in  the  past  been  in  favor  of  liber¬ 
alizing  and  expanding  the  social-secu¬ 
rity  system  so  as  to  cover  all  gainful 
employment  in  the  country.  This  action 
is  long  overdue  and  we  should  not  delay 
any  longer  for  more  study  and  delibera¬ 
tion.  The  subject  of  social  security  has 
been  widely  considered  both  within  and 
without  the  Government  over  the  past 
decade  and  there  is  almost  universal 
agreement  that  expansion  and  liberali¬ 
zation  are  needed  and  needed  now. 

Although  the  bill  is  deficient  in  that 
it  does  not  go  as  far  as  I  should  like  to 
have  it  go  in  the  direction  of  liberality 
of  benefits  and  expansion  of  coverage, 
considering  the  tremendous  problems  in¬ 
volved,  the  bill,  H.  R.  6000,  is  a  definite 
step  forward.  Not  only  has  it  removed 
the  drastic  restriction  of  coverage 
brought  about  by  the  Gearhart  resolu¬ 
tion  of  the  Eightieth  Congress,  but  mov¬ 
ing  in  the  other  direction  it  has  added 
11,000,000  more  people  to  the  coverage  of 
the  program.  When  a  private  life-in¬ 
surance  company  contemplates  a  change 
in  the  type  of  policy  that  is  to  be  sold 
to  the  public  it  requires  a  thorough  actu¬ 
arial  study  and  research  by  experts,  all 
involving  a  tremendous  amount  of  time 
and  energy.  Thus,  the  social-security 
system,  covering  the  employment  of  35,- 
000,000  people  during  an  average  week, 
or  50,000,000  people  during  the  course 
of  a  year,  and  over  80,000,000  people 
sincedts  inauguration,  less  than  15  years 
ago,  also  requires  a  tremendous  amount 
of  work,  both  by  policy  makers  and  by 
technical  experts. 

First,  and  perhaps  foremost,  I  believe 
that  coverage  could  feasibly  have  been 
extended  to  more  persons  than  the  bill 
covers.  The  important  groups  still  not 
covered,  but  greatly  in  need  thereof,  are 
farmers,  farm  laborers,  intermittent  do¬ 
mestic  services,  members  of  the  armed 
forces,  and  perhaps  supplemental  or  co¬ 
ordinated  protection  for  railroad  work¬ 
ers  and  civil -service  workers,  who  have 
their  own  systems.  Also  some  provision 
should  be  made  for  national-bank  em¬ 
ployees  who  were  inadvertently  omitted 
from  coverage  during  1937-39,  many  of 
whom  have  suffered  as  a  result. 

I  am  especially  concerned  about  the 
coverage  of  farmers  and  farm  laborers. 
I  have  always  contended  that  farmers 
and  farm  laborers,  just  like  all  other 
workers,  suffer  from  heat  and  cold,  want 
and  privation,  and  all  the  other  risks  of 
humankind  in  our  complex  economy.  I 
believe  that  the  spokesmen  for  the  farm¬ 
ers  actually  failed  their  responsibility  in 
that  they  did  not  press  more  strongly  for 
the  cause  of  covering  farmers  under  the 
social-security  system. 


I  think  that  the  farmers  and  farm  la¬ 
borers,  as  well  as  the  various  other  classes 
which  are  not  included  under  H.  R.  6000, 
will  ultimately  be  included..  In  the 
meantime  the  bill,  H.  R.  6000,  provides  a 
fairly  adequate  start  toward  a  good,  lib¬ 
eral  social-security  system  for  the  work¬ 
ers  of  this  country,  and  I  hope  it  will  not 
be  too  long  before  the  benefits  of  cover¬ 
age  will  be  available  to  all  workers. 

The  benefit  amounts  have  on  the  whole 
been  increased  very  materially,  but  I  feel 
that  an  even  further  increase  would  have 
been  desirable.  The  maximum  credit¬ 
able  wage  was  increased  from  $3,000  to 
$3,690,  but  this  is  far  too  little  and  should 
have  gone  to  at  least  $4,800  when  it  is 
considered  how  much  wages  have  risen 
since  1935,  when  the  $3,000  maximum 
was  first  inaugurated.  For  instance, 
among  male  automobile  and  steel  work¬ 
ers  employed  throughout  the  entire  year 
over  40  percent  received  at  least  $3,000  in 
wages  in  1945,  and  since  that  time  this 
proportion  has  undoubtedly  risen  con¬ 
siderably,  probably  to  at  least  60  per¬ 
cent.  Moreover,  the  majority  of  these 
are  earning  well  above  the  $3,600  limit 
established  by  H.  R.  6000.  A  higher  wage 
limit  would,  of  course,  have  resulted  in 
higher  benefits.  Then,  too,  in  the  mat¬ 
ter  of  liberalization  of  benefits,  I  feel 
that  we  have  not  done  adequately  by 
those  who  are  already  on  the  roll.  These 
persons  will  receive  an  increase  of  about 
70  percent,  which  it  is  true  will  be  most 
helpful,  but  they  will  still  not  be  treated 
as  fairly  as  those  who  came  on  shortly 
after  the  enactment  date,  who  will,  in 
effect,  receive  an  increase  of  about  100 
percent. 

Considering  the  eligibility  conditions 
for  benefits,  I  feel  that  the  bill  Is  a  little 
too  strict  in  regard  to  both  those  in  the 
newly  covered  groups  and  even  for  those 
now  covered,  and  I  would  very  much  pre¬ 
fer  to  have  seen  more  liberal  eligibility 
provisions  included.  Also  it  is  unfortu¬ 
nate  that  the  retirement  age  for  women, 
both  workers  and  dependents,  such  as 
wives  and  widows,  was  not  lowered  to 
age  60. 

The  bill  has  made  a  great  forward  step 
in  including  permanent  and  total  dis¬ 
ability  insurance,  but  I  feel  that  too  con¬ 
servative  a  program  has  been  set  forth 
because  there  are  no  supplementary  ben¬ 
efits  available  for  dependents.  Certainly 
a  young  worker  who  is  disabled  and  who 
had  a  number  of  children  is  in  great 
need  of  more  than  the  moderate  benefit 
which  will  be  payable  to  him,  and  it 
would  seem  only  logical  that  if  his  de¬ 
pendents  are  to  receive  benefits  after  his 
death  they  should  certainly  be  paid  while 
he  is  living.  After  ail,  it  will  be  a  very 
peculiar  situation  for  less  to  be  paid  to 
the  worker’s  family  while  he  is  alive  and 
disabled  than  after  he  dies,  and  I  cer¬ 
tainly  hope  that  dependents’  benefits  for 
disabled  workers  will  be  introduced  in 
the  not  too  far  distant  future.  Also  it 
would  be  desirable  to  include  benefits  for 
disabled  dependents  of  retired  workers 
and  disabled  survivors  of  deceased  work¬ 
ers  without  regard  to  the  age  limitation 
now  prevailing. 

H.  R.  6000  is  of  great  importance  in 
encouraging  persons  beyond  the  retire¬ 
ment  age  to  engage  in  some  form  of  gain- 
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ful  employment  because  It  permits  pay¬ 
ment  of  full  benefits  when  wages  are  $50 
or  less  per  month.  However,  if  admin¬ 
istrative  problems  could  be  solved,  it 
would  be  desirable  to  go  further  and 
eliminate  an  inequitable  situation  which 
will  arise.  A  man  earning  $55  will  lose 
all  of  his  benefit,  whereas  if  he  earned  $5 
less,  he  would  have  received  all  of  his 
benefit.  Certainly,  in  such  a  case  he 
should  only  forfeit  $5  of  his  benefit. 
After  a  retired  person  reaches  75,  the 
bill  will  permit  him  to  earn  any  amount 
he  can  without  loss  of  benefits. 

In  the  field  of  public  assistance,  I  am 
heartily  in  favor  of  the  increased  grants 
for  States  with  low  average  payments, 
although  I  think  that  we  are  perhaps 
tackling  this  problem  in  the  wrong  man¬ 
ner.  I  believe  that  it  would  be  much 
better  if  Federal  participation  varied 
with  the  economic  capacity  of  the  State, 
as  determined  by  its  per  capita  income, 
rather  than  on  the  basis  of  the  average 
payment  in  the  State. 

Finally,  let  me  refer  just  a  moment  to 
the  historic  Republican  opposition  to 
social  security.  In  general  this  opposition 
has  not  vanished,  but  is  unfortunately 
still  present  among  the  undercurrents. 

The  Republican  Party  on  the  whole  is 
still  rigidly  conservative  and  has 
throughout  the  years  tried  to  hold  back 
the  inevitable  progress  of  social  security. 
The  time  was  ripe  just  after  the  war,  and 
after  thorough  studies  had  been  made 
available,  for  the  Republican  Party  while 
it  had  control  of  the  Eightieth  Congress 
to  sponsor  legislation  which  could  have 
been  on  a  nonpartisan  basis,  but  as  you 
all  know  virtually  no  action  was  taken 
and  even  such  action  as  there  was  at  that 
time  was  of  a  negative  character,  remov¬ 
ing  from  coverage  thousands  of  people 
under  the  so-called  Gearhart  resolution. 
The  cause  of  social  securtiy  is  so  popu¬ 
lar  among  the  people  of  this  country 
that  the  Republican  Party  does  not  dare 
to  come  out  in  opposition  and  defeat  the 
will  of  the  people.  But  the  Republican 
Party  does  attempt  to  hinder  and  delay 
any  progressive,  liberalizing  moves. 
There  is  need  to  be  truly  conservative 
in  setting  up  a  broad  insurance  program 
such  as  this,  and  the  Committee  on  Ways 
and  Means  has  had  competent  actuarial 
advice  on  this  matter.  The  benefits  pro¬ 
vided  in  H.  R.  6000  will  be  met  without 
any  question  from  the  contribution  in¬ 
come  to  the  program.  However,  there 
is  a  very  clear  distinction  between  con¬ 
servatism  in  the  plan  of  financing  and 
the  ultraconservative  attitude  of  the 
Republican  Party  which  has  tried  to 
block  any  progressive  legislation  toward 
liberalizing  the  program. 

In  closing,  however,  let  me  reiterate 
that  I  have  discussed  here  only  the  fea¬ 
tures  of  the  bill  which  I  felt  could  be 
improved  and  liberalized,  and  I  have 
not  taken  the  time  of  this  House  to  go 
over  the  many  sound  and  desirable  fea¬ 
tures  of  the  bill.  If  I  had  done  so  I  would 
have  taken  up  far  more  time  than  I  have. 
This  bill  has  my  wholehearted  support 
and  I  urge  its  passage. 

Mr.  WOODRUFF.  Mr.  Chairman,  I 
yield  15  minutes  to  the  gentleman  from 
Pennsylvania  [Mr.  Simpson], 


Mr.  SIMPSON  of  Pennsylvania.  Mr. 
Chairman,  I  wish  to  suggest  to  the  com¬ 
mittee  in  connection  with  this  bill  that 
there  are  two  parts  to  it,  the  one  being 
that  which  we  are  very  happy  to  give  to 
those  who  qualify  as  eligible  for  benefits 
under  the  social-security  laws;  the  other 
is  that  applying  to  taxes  and  the  effect  of 
the  taxes  upon  both  the  individual  and 
his  employer.  Little  has  been  said  about 
that  phase  of  this  legislation.  Frankly, 
if  there  is  any  windfall  involved  in  this 
piece  of  legislation  for  anyone  it  is  for 
the  United  States  Government. 

Can  you  imagine  what  this  committee 
would  have  done  had  the  Ways  and 
Means  Committee,  carried  out  the  Presi¬ 
dent’s  request  earlier  this  year  and  come 
before  you  with  a  new  tax  bill  imposing 
new  levies  upon  the  income-tax  payers 
of  the  country  and  in  particular  upon  the 
corporations?  We  thought  of  that 
earlier  in  the  year  as  the  President  re¬ 
quested.  But,  Mr.  Chairman,  regard¬ 
less  of  the  White  House  request  that  we 
pass  a  new  tax  bill  this  year,  the  chair¬ 
men  of  our  respective  Finance  Commit¬ 
tees  threw  up  their  hands  in  holy  horror 
and  said  there  should  be  in  effect  no  new 
tax  bill  this  year.  That  tax,  as  I  sug¬ 
gested  earlier,  as  contemplated,  would 
have  applied  largely  to  the  corporations; 
yet  here  we  are  today  under  a  closed  rule 
imposing  an  income  tax  upon  the  very 
poorest  people  of  our  Nation,  the  man 
with  the  smallest  income,  the  man  who 
under  our  general  income-tax  laws  is 
exempted ;  yet  here  we  are  imposing  that 
tax  upon  him;  and,  worse,  we  are  spend¬ 
ing  it,  as  we  see.  So  I  repeat  that  the 
Treasury  of  the  United  States  will  re¬ 
ceive  the  windfall,  if  there  is  any,  un¬ 
der  this  bill  because  it  will,  oVer  the  next 
5  years,  collect  at  least  one-half  of  all 
the  taxes  levied  under  the  social-security 
laws  from  the  lower-income  group  of  our 
Nation  in  an  amount  of  $2,500,000,000 
per  year  in  excess  of  expenditures.  Put¬ 
ting  it  another  way,  our  reserves  for  the 
social -security  fund  will  increase  by 
about  $11,000, g00, 000  over  the  next  5 
years.  All  of  that  is  money  that  will  be 
taken  from  the  individual  and  his  em¬ 
ployer  and  spent  for  regular  govern¬ 
mental  expenses.  Certainly,  Mr.  Chair¬ 
man,  one  can  readily  understand  why 
those  charged  with  the  administration  of 
our  Government  today  would  like  to  have 
this  bill  passed. 

In  effect,  the  Congress  has  said  “You 
cannot  take  that  money  from  the  busi¬ 
nessman,  you  cannot  take  that  money 
from  the  usual  income-tax  payers,  you 
cannot  take  that  money  from  corpora¬ 
tions,  but  we  will  go  out  and  apply  an 
income  tax  without  any  exemption  to 
the  lowest  income  group.  We  will  take 
nothing  off  regardless  of  the  size  of  their 
family,  we  will  take  nothing  off  for  med¬ 
ical  expenses,  nothing  whatever.  We 
will  levy  the  tax  against  whatever  they 
may  earn.” 

Someone  may  rise  and  say  that  that 
is  not  exactly  true  because  there  is  an 
exemption  of  four  or  five  hundred  dol¬ 
lars  a  year  below  which  the  individual 
does  not  pay  a  social-security  tax,  but  I 
point  out  that  that  group  has  no  chance 
whatever  for  benefits  under  these  social- 


security  laws,  the  very  group  that  actu¬ 
ally  needs  it  the  most. 

There  has  been  considerable  talk 
about  the  fact  that  this  bill  has  come  to 
the  committee  with  a  substantial  ma¬ 
jority  in  favor  of  it.  That  is  true.  I 
suggest  that  had  the  committee  believed 
that  anything  other  than  the  usual  prac¬ 
tice  of  the  House  would  be  followed  in 
considering  the  bill  that  it  would  not 
have  come  out  with  much  more  than  a 
bare  majority.  However,  the  bill  is  here. 
The  gentleman  from  New  Jersey  [Mr. 
Kean]  has  introduced  a  bill  which  will 
be  the  basis  for  a  motion  to  recommit. 
In  that  bill  are  a  number  of  items,  about 
nine  of  which  were  at  one  time  or  an¬ 
other  either  actually  written  by  the  com¬ 
mittee  into  the  bill  H.  R.  6000  or  they 
were  voted  down  by  a  few  votes.  They 
were  highly  controversial  items.  When 
one  realizes  that  our  committee  is 
divided  respectively,  15  Democrats  and 
10  Republicans,  and  I  tell  you  that  a 
number  of  these  factors  in  Mr.  Kean’s 
bill  under  the  nine  items  found  in  our 
report  on  page  51  were  actually  in  the 
bill,  you  will  appreciate  that  a  number 
of  Democrats  supported  the  position 
taken  by  the  author  of  the  amendment. 

They  are  highly  meritorious  amend¬ 
ments  and,  in  my  opinion,  they  deserve 
at  the  very  least  the  consideration  of 
this  body  for  they  do  express  a  policy 
that  the  entire  Congress  should  have 
passed  upon. 

With  respect  to  one  of  them  dealing 
with  the  $3,000  wage  base,  you  should 
keep  in  mind  that  social  security  is  in¬ 
tended  to  solve  a  social  problem.  It  is 
not  intended  to  compete  with  insurance 
and  it  is  not  intended  to  provide  insur¬ 
ance.  It  is  to  solve  a  social  problem. 
Raising  the  base  from  $3,000  to  $3,600 
immediately  gives  a  windfall  to  every 
man  earning  $3,600,  not  at  his  own  ex¬ 
pense,  not  because  of  something  he 
bought  and  paid  for,  but  it  is  paid  out 
of  the  social  security  fund  which  has 
been  taken  from  the  working  men  in 
years  past,  who  paid  their  tax  on  a  $3,000 
income  and  less.  Thus  by  increasing 
this  to  $3,600  we  immediately  help  the 
%man  who  needs  it  from  the  social  stand¬ 
point  more  at  the  expense  of  employees 
»who  need  it  worse. 

Mr.  Chairman,  adding  V2  percent  a 
year  for  every  year  a  man  is  under  the 
social  security  law  is  not  right.  There 
are  two  provisions  in  the  bill  providing 
for  extra  credit  because  of  continuous 
membership  in  the  fund.  One  is  the  con¬ 
tinuous  factor  which  in  effect  means  that 
the  longer  you  are  in  the  more  you  get. 
After  having  given  that  to  the  individ¬ 
uals,  we  then  add  this  increment  of  one- 
half  percent  a  year.  We  did  that  in  the 
face  of  the  recommendation  of  the  ad¬ 
visory  committee,  which  is  accepted  gen¬ 
erally  as  authority  on  social  security  law, 
because  what  we  are  saying  to  future 
generations  to  come  is  that  we  in  1949  are 
levying  an  obligation  upon  you  about 
which  we  cannot  even  guess  as  to  its  cost. 
We  do  not  know  how  many  people  will 
be  in  how  long  under  the  social  security 
law  and,  starting  today  and  looking 
ahead  20  to  30  years,  that  employee  has 
no  idea  what  his  actual  work  will  be  each 
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year  unless  he  assumes  he  will  work 
regularly.  The  generations  in  the  future 
will  be  just  as  puzzled  as  we  are  today. 
In  just  as  much  confusion  about  social 
security,  If  our  record  Is  any  precedent. 

When  this  social  security  program 
started  10  years  ago,  we  all  were  led  to 
believe,  though  I  was  not  In  Congress  at 
that  time,  that  the  problems  of  the  work¬ 
ingman  would  be  solved.  Here  we  are 
a  few  years  later  with  our  fund  over 
8,000,000,000  in  the  red,  and  with  the 
payments,  to  which  any  worker  is  eligible, 
wholly  inadequate,  so  much  so  that  I  be¬ 
lieve  I  am  correct  in  saying  that  about 
one-sixth  of  all  those  receiving  benefits 
under  this  law  are  also  receiving  old-age 
assistance.  We  have  benefits  so  inade¬ 
quate  that  we  are  here  today  increasing 
them  by  an  average  of  70  to  80  percent, 
an  increase,  members  of  the  committee, 
which  every  recipient  needs  upon  which 
to  live.  That  is  something  that  the  Con¬ 
gresses  back  in  the  thirties  had  no  right, 
if  you  please, -to  promise  those  individ¬ 
uals,  and  then  to  depend  upon  a  future 
Congress  to  make  good. 

Mr.  JENKINS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SIMPSON  of  Pennsylvania.  I 
yield  to  the  gentleman  from  Ohio. 

Mr.  JENKINS.  Did  the  gentleman 
give  the  approximate  cost  of  this  incre¬ 
ment  to  which  he  has  been  referring? 

Mr.  SIMPSON  of  Pennsylvania.  One- 
half  of  1  percent  a  year  for  each  year  the 
individual  is  in  the  retirement  fund. 

Mr.  JENKINS.  The  total  aggregate 
would  be  about  $1,000,000,000  a  year,  ad¬ 
ditional  cost. 

Mr.  SIMPSON  of  Pennsylvania.  Yes.  I 
would  like  to  add  at  this  point  that  that 
will  be  one  of  the  items  excluded  under 
the  Kean  bill  so  that  we  can  save  $1,- 
000,000,000  each  year  right  there  by  ac¬ 
cepting  the  Kean  bill.  And,  please  get 
this  point,  there  is  not  a  man  eligible 
under  H.  R.  6000  for  benefits  under  so¬ 
cial  security  who  will  not  get  exactly 
the  same  amount  of  benefits  under  the 
Kean  bill. 

Mr.  MILLER  of  Nebraska.  Mr.  Chair-  • 
man,  will  the  gentleman  yield? 

Mr.  SIMPSON  of  Pennsylvania.  I 
yield  to  the  gentleman  from  Nebraska. 

Mr.  MILLER  of  Nebraska.  I  am  con¬ 
cerned  about  tho  gentleman’s  statement 
that  the  old  age  and  survivors  insurance 
fund  is  $8,000,000,000  in  the  red.  How 
does  the  gentleman  explain  that,  and 
what  is  the  situation  in  relation  to  the 
moneys  paid  by  the  employer  and  the 
employee  to  take  care  of  his  needs  in  his 
old  age? 

Mr.  SIMPSON  of  Pennsylvania.  It  is 
explained  by  simply  stating  that  there 
has  not  been  sufficient  money  collected 
from  the  employer  and  the  employee  to 
meet  the  accumulated  obligations  if  the 
fund  were  called  upon  to  liquidate.  An 
'insurance  company,  privately  operated, 
for  example,  would  be  required  to  hold 
in  its  reserve  sufficient  money  to  pro¬ 
vide  for  liquidation.  This  fund  does  not 
do  so. 

Mr.  MILLER  of  Nebraska.  Do  I  un¬ 
derstand  then  that  the  money  paid  in 
by  the  employer  and  the  employee  is 
sometimes  used  to  meet  the  current 
needs  of  government? 


Mr.  SIMPSON  of  Pennsylvania.  Well, 
we  are  talking  of  two  things.  The  an¬ 
swer  to  the  gentleman’s  last  question, 
namely,  that  the  dollars  actually  col¬ 
lected  go  into  the  Treasury  and  are  ac¬ 
tually  spent,  is  true.  The  other  refers 
to  the  fact  that  we  have  not  collected 
sufficient  money  to  take  care  of  the  obli¬ 
gations  as  they  accumulated  under  the 
social  security  law,  and  in  that  respect 
there  is  a  deficit  of  about  $8,000,000,000. 

Mr.  FORAND.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SIMPSON  of  Pennsylvania.  I 
yield  to  the  gentleman  from  Rhode  Is¬ 
land. 

Mr.  FORAND.  Is  it  not  a  fact  that 
the  answer  to  the  gentleman’s  first  ques¬ 
tion  is  that  because  of  the  Republican 
sponsorship  of  freezing  the  tax,  that  the 
fund  has  a  deficit  of  that  amount? 

Mi’.  SIMPSON  of  Pennsylvania.  If 
there  is  one  thing  we  have  learned  in 
the  last  few  days  in  this  body,  it  is  that 
the  Democratic  Party  is  in  control.  I 
simply  point  out  that  every  year  this 
freezing  of  the  tax  passed  the  Congress, 
the  Democratic  Party  controlled  both  the 
House  and  the  Senate,  with  one  single 
exception,  and  that  was  in  that  very 
fine  Eightieth  Congress. 

Mr.  FORAND.  But  the  movement  was 
sponsored  by  the  Republicans,  and  a  few 
Democrats  got  on  the  band  wagon. 

Mr.  SIMPSON  of  Pennsylvania.  I  have 
yet  to  know  of  any  major  legislation  pass¬ 
ing  under  Republican  sponsorship  with¬ 
out  Democratic  support. 

Mr.  MILLER  of  Nebraska.  Is  it  not 
true  also  that  the  two  previous  Demo¬ 
cratic  Congresses  froze  the  tax? 

Mr.  SIMPSON  of  Pennsylvania.  It 
was  their  idea  in  the  first  place. 

Mr.  JENNINGS.  If  the  gentleman  will 
yield,  I  am  surprised  that  my  good  friend 
from  Rhode  Island  would  undertake  to 
imply  for  1  minute  that  any  Democrat 
would  get  on  the  bandwagon  because  it 
is  popular  to  do  so. 

Mr.  SIMPSON  of  Pennsylvania.  I 
have  one  other  matter  about  which  I 
want  to  talk.  I  think  it  will  strike  an 
interesting  chord  in  the  mind  of  each  of 
you,  at  least  from  my  viewpoint.  I  feel 
that  this  provision  in  the  bill  providing 
for  permanent-disability  benefits  is  one 
that  will  lead  inevitably  to  what  each  of 
us  thinks  of  as  socialized  medicine.  I 
have  told  many  a  doctor  and  civilian 
in  my  district  that  I  am  opposed  to 
socialized  medicine,  and  I  do  not  want  to 
support  legislation  which  in  my  opinion 
may  lead  to  it.  You  look  surprised,  per¬ 
haps,  because  it  is  very  true  that  this  bill 
is  written  most  carefully  to  insure  as  far 
as  possible  that  the  benefits  which  a  man 
who  is  totally  and  permanently  disabled 
may  receive  will  not  be  received  until 
these  safeguards  have  all  been  sur¬ 
mounted,  and  they  are  considerable.  It 
must  be  a  6-months  period  within  which 
the  man  is  disabled,  and  there  must  be  a 
finding  by  competent  doctors. 

The  experience  of  the  Veterans’  Ad¬ 
ministration  and  what  should  be  the  ex¬ 
perience  under  this  bill  would  seem  to 
me  to  direct  that  when  the  doctors  say  a 
man  is  not  totally  and  permanently  dis¬ 
abled  but  he  is  almost  permanently  and 
totally  disabled,  the  common  sense  of 


those  in  charge  of  the  administration  of 
this  fund,  and  after  all,  that  is  the  Con¬ 
gress,  would  direct  that  they  make  an 
effort  to  save  that  man  from  becoming 
a  liability  upon  the  fund.  It  would  not 
only  be  common  sense,  it  would  be  our 
duty  to  do  that.  Consequently  we  would 
find  ourselves  called  upon  to  provide 
treatment  for  an  individual  nearing  total 
disability.  We  would  find  ourselves 
called  upon  to  provide  hospitalization  for 
such  an  individual.  Then,  after  a  man 
whose  health  has  been  insured  by  this 
body  has  been  found  to  be  totally  and 
permanently  disabled,  common  sense 
would  direct  that  we  provide  the  hospi¬ 
talization  in  the  hope  that  he  might  re¬ 
cover  sufficiently  to  be  no  longer  totally 
and  permanently  disabled.  Thus,  I  be¬ 
lieve  we  will  have  entered  into  a  field 
that  this  Congress  should  not  enter. 
Certainly  we  should  not  enter  into  that 
field  without  recognizing  what  we  are 
doing. 

I  envisage  the  time  when  a  man  ap¬ 
proaching  60  years  of  age  says  he  is 
totally  and  permanently  disabled  because 
he  has  an  actual  or  fancied  ailment. 
The  Veterans’  Administration  have  gone 
almost  as  far  as  to  recognize  that  any 
veteran  who  has  reached  age  60  has  a 
prima  facie  case  that  he  is  totally  and 
permanently  disabled.  They  have  regu¬ 
lations  out  that  approach  that  point. 
Certainly  under  these  social  security  laws 
insuring  the  workers  of  our  country 
against  health  and  accident  disabilities, 
we  should,  I  believe,  protect  ourselves 
on  that  point  and  protect  this  fund,  re¬ 
membering  that  the  money  that  goes  to 
pay  these  men  their  claims  comes  out  of 
the  taxpayers. 

Mr.  Chairman,  I  urge  the  adoption  of 
the  Kean  bill  by  the  recommittal  of  H.  R. 
6000. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  40  minutes  to  the  gentleman  from 
Arkansas  [Mr.  Mills]. 

(Mr.  MILLS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MILLS.  Mr.  Chairman,  in  view 
of  the  action  of  the  House  on  yesterday 
adopting  the  rule  providing  for  the  con¬ 
sideration  of  the  bill  H.  R.  6000,  it  ap¬ 
pears  to  me  the  Membership  of  the  House 
might  well  be  interested  in  the  differ¬ 
ences  that  exist  between  the  bill  H.  R. 
6000  and  the  bill  H.  R.  6297,  which  was 
introduced  by  the  gentleman  from  New 
Jersey  [Mr.  Kean]  on  October  3,  and 
which  we  are  informed  will  be  the  sub¬ 
ject  of  a  motion  to  recommit  to  be  of¬ 
fered  from  the  minority  side. 

Before  proceeding  to  that  matter,  how¬ 
ever,  let  me  give  you  my  considered  judg¬ 
ment  regarding  the  statement  which  was 
made  yesterday  during  consideration  of 
the  rule  by  the  gentleman  from  Nebraska 
[Mr.  Curtis]. 

As  I  remember  his  statement  he  found 
fault  with  the  action  of  the  committee 
in  reporting  the  bill  H.  R.  6000  because 
the  bill  now  before  you,  in  his  opinion, 
is  a  step  in  the  direction  of  a  welfare 
state.  We  have  heard  an  awful  lot  in 
recent  months  about  the  development 
of  a  welfare  state.  It  is  significant  that 
we  hear  that  charge  every  time  any  legis¬ 
lation  is  presented  to  the  Congress  which 
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has  to  do  with  the  welfare  of  an  indi¬ 
vidual.  I  challenge  the  statement  that 
the  creation  of  machinery  providing  se¬ 
curity  against  need  in  old  age  constitutes 
a  welfare  state  or  is  in  the  direction  of 
a  welfare  state. 

If  we  should  adopt  some  of  these 
grandiose  schemes  which  have  been  sub¬ 
mitted  to  the  House  in  the  form  of  a  bill 
providing  for  the  payment  of  pensions  to 
individuals  who  have  reached  the  age 
of  65,  whether  they  need  those  benefits 
or  not,  as  some  of  our  colleagues  have 
signed  a  discharge  petition  to  do,  we 
might  be  proceeding  in  the  direction  of  a 
welfare  state.  But  when  we  call  upon 
the  individual  during  his  productive 
years  to  lay  aside,  in  the  form  of  a  con¬ 
tribution,  out  of  his  wages  and  earnings 
an  amount  of  money  which  will  enable 
an  agency  of  the  Government  to  provide 
him  with  benefits  after  he  becomes  65 
years  of  age,  or  when  he  becames  disabled 
at  less  than  65  years  of  age,  how  can  it 
be  said  that  we  are  doing  something  for 
that  individual  for  nothing? 

Certainly  he  is  at  least  entitled  to  say 
he  is  buying  and  paying  for  that  se¬ 
curity  against  need  in  his  old  age. 

Mr.  EYRNES  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  BYRNES  of  Wisconsin.  I  do  not 
believe  the  gentleman  intends  to  con¬ 
vey  that  impression  that  those  people 
who  are  presently  making  contributions 
at  the  present  rate  are  paying  the  cost 
of  the  benefits  they  are  receiving  as  long 
as  they  are  paying  a  tax  under  6.15 
percent. 

Mr.  MILLS.  The  gentleman  calls  the 
attention  of  the  House  to  a  very  impor¬ 
tant  matter.  It  is  true  that  the  existing 
social-security  program  is  estimated  to 
cost  on  a  net  leval  premium  basis  about 
4.45  percent  of  pay  roll.  I  am  guilty 
myself,  as  is  the  gentleman,  and  as  are 
most  of  his  colleagues  on  the  left  of  the 
present  speaker,  and  some  on  the  right, 
of  doing  what  now  appears  to  be  a  very 
ill-advised  thing  over  the  years,  not  per¬ 
mitting  the  original  tax  rate  provided  in 
the  1935  and  1939  acts  to  into  effect,  but 
continuing  to  agree  with  the  Senate  that 
it  should  be  frozen  at  1  percent  of  pay 
roll  each  on  employer  and  employee. 
This  bill  reestablishes  a  rate  of  taxation 
which  makes  this  program  as  sound  as 
actuaries  can  estimate  soundness  to  be, 
because  the  rate  of  taxation  under  the 
bill  would  eventually  go  in  excess  of  the 
level  premium  cost  of  the  program  of 
6.15  percent  of  pay  roll.  The  present 
program  is  not  sound,  and  the  present 
rate  of  taxation  provided  to  maintain 
that  program  is  not  sound,  and  the  gen¬ 
tleman  understands  that  it  is  not  sound. 
As  evidence  of  the  fact  that  it  is  not 
sound,  the  Congress  adopted  the  so-called 
Murray  amendment  a  few  years  ago.  In 
lieu  of  permitting  the  tax  rate  to  go  up, 
we  adopted  the  Murray  amendment  pro¬ 
viding  that,  in  the  event  there  were  not 
sufficient  funds  in  this  trust  fund  to  pay 
these  insurance  benefits,  we  take  such 
amounts  as  are  needed  out  of  the  Fed¬ 
eral  Treasury  and  supplement  the  funds 
of  the  trust  fund.  The  gentleman  real¬ 
izes  completely  that  this  bill,  H.  R.  6000, 


now  before  you  repeals  that  provision,  so 
that  now  the  benefits  earned  and  due 
under  the  program,  after  this  bill  is 
adopted,  will  be  paid  exclusively  out  of 
the  trust  fund. 

Mr.  BYRNES  of  Wisconsin.  The  gen¬ 
tleman  is  not  contending  that  the  pro¬ 
gram  is  actuarially  sound? 

Mr.  MILLS.  The  present  program  is 
not  actuarially  sound. 

Mr.  BYRNES  of  Wisconsin.  But  even 
the  program  contemplated  by  H.  R.  6000 
is  not  actuarially  sound? 

Mr.  MILLS.  The  gentleman  is  con¬ 
tending  just  exactly  that,  that  it  is  ac¬ 
tuarially  sound.  The  gentleman  will  ad¬ 
mit  that  the  program  provided  in  the 
motion  to  recommit  is  likewise  as  sound 
as  actuaries  can  estimate  a  program  to 
be,  in  that  it  provides  an  over-all  rate  of 
tax  which  will  go  into  effect  in  the  future, 
equivalent  to  the  level  premium  cost  of 
the  program  as  estimated  by  actuaries. 
But  let  me  proceed. 

Mr  ROGERS  of  Florida.  Mr.  Chair¬ 
man,  will  the  gentleman  yield  for  a 
question? 

Mr.  MILLS.  I  yield. 

Mr.  ROGERS  of  Florida.  You  say  that 
this  program  for  old-age  and  survivors’ 
insurance  is  continued.  Is  there  any  ad¬ 
ditional  cost  to  the  Treasury  of  the 
United  States  on  that  account? 

Mr.  MILLS.  The  bill  does  not  con¬ 
template  any  cost  out  of  the  Federal 
Treasury  for  the  operation  of  old-age, 
survivors,  and  disability  insurance. 

Mr.  ROGERS  of  Florida.  Also  this  new 
phase  of  taking  care  of  men  permanently 
disabled  does  not  come  out  of  the  Treas¬ 
ury  of  the  United  States? 

Mr.  MILLS.  As  far  as  the  provision 
in  title  II  of  the  Social  Security  Act  is 
concerned,  it  does  not.  The  gentleman 
may  rest  assured,  if  he  votes  for  H.  R. 
6000  on  final  passage,  that  he  is  not  en¬ 
tering  upon  a  program,  as  far  as  the  bill 
itself  is  concerned  and  the  action  of  the 
Congress  today  is  concerned,  that  will 
cost  the  Federal  Treasury  one  penny  in 
support  of  these  benefits. 

Mr.  ROGERS  of  Florida.  The  gentle¬ 
man  is  certainly  making  a  good  state¬ 
ment. 

One  other  question.  What  will  be  the 
additional  cost  of  the  program  under 
this  -bill  over  what  it  is  costing  at  .the 
present  time? 

Mr.  MILLS.  Does  the  gentleman 
mean  the  present  program  under  old- 
age  and  survivors  insurance  or  the 
public-assistance  program? 

Mr.  ROGERS  of  Florida.  Public 
assistance. 

Mr.  MILLS.  The  public-assistance 
program  right  now  is  costing,  for  the 
aged,  dependent  children,  and  blind  of 
the  country,  approximately  $1,000,000,- 
000  of  Federal  money  annually.  That 
is  public  assistance  paid  by  the  States 
and  the  Federal  Government. 

Mr.  ROGERS  of  Florida.  Then  the 
additional  coverage  of  the  11,000,000 
people  that  was  mentioned? 

Mr.  MILLS.  That  has  nothing  to  do 
with  public  assistance.  The  11,000,000 
people  are  people  who  are  covered  under 
old-age  and  survivors  insurance.  They 
are  the  11,000,000  additional  people  who 


will  make  contributions  to  this  fund. 
They  are  buying  protection  and  paying 
money  for  it.  They  are  the  people 
against  whom  this  tax  will  be  levied. 

Mr.  COOPER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  COOPER.  I  think  v/hat  the  gen¬ 
tleman  from  Florida  has  in  mind  is  the 
additional  cost  there  may  be  to  the  Fed¬ 
eral  Government  outside  of  old-age  and 
survivors  insurance. 

Mr.  MILLS.  That  would  be  $256,000,- 
000  annually.  That  is  the  additional 
cost  in  the  bill,  under  public  assitance. 
I  call  the  gentleman’s  attention,  how¬ 
ever,  to  this  point  at  this  time :  The  mo¬ 
tion  to  recommit  will  also  include  a  cost 
of  $256,000,000  for  public  assistance  out 
of  the  general  funds  of  the  Treasury. 
We  had  in  mind,  however,  I  may  say  to 
the  gentleman  from  Florida,  that  this 
action,  as  stated  in  my  question  to  the 
gentleman  from  New  Jersey,  of  taking 
additional  people  into  the  old-age  and 
survivors  insurance  program  is  calcu¬ 
lated  in  the  long  run  to  safeguard 
against  larger  expenditure  out  of  the 
general  fund — that  is,  for  old-age  assist¬ 
ance.  I  share  the  view  expressed  by  the 
gentleman  from  New  Jersey  that  in  time 
you  and  I  may  see  the  situation  where 
we  shall  no  longer  be  paying  funds  out 
of  the  general  Treasury  under  the  pub¬ 
lic-assistance  program;  this  will  occur 
because  of  these  retirement  benefits  and 
disability  payments  that  we  are  now 
talking  about  which  will  be  paid  out  of 
this  fund  into  which  workers  are  making 
contributions  in  the  form  of  a  tax. 

That  is  the  hope  of  the  committee.  If 
it  were  not  the  hope  of  the  committee, 
the  committee  would  not  have  spent 
these  hours,  days,  weeks,  and  months  in 
sifting  these  people  that  are  now  outside 
the  program  and  deciding  which  should 
come  in;  we  would  have  provided  one 
program  for  $60  a  month  or  $30  a  month 
for  everybody  and  pay  for  it  out  of  the 
general  funds  if  we  had  not  had  the  hope 
that  this  program  we  are  talking  about 
now  would  avoid  the  necessity  of  continu¬ 
ing  public  assistance  in  the  future.  We 
will  never,  of  course,  do  away  with  public 
assistance,  but  we  at  least  hope  that 
maybe  the  recipients  in  the  future  who 
v/ould  otherwise  have  been  eligible  for 
public  assistance,  under  this  program  will 
have  established  enough  credit  that 
benefits  will  be  paid  out  of  the  insurance 
plan. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  JONAS.  I  am  not  much  concerned 
about  the  argument  as  to  whether  we 
have  to  dip  into  the  Treasury  to  make 
good  some  of  these  benefits,  because  I 
think  under  the  present  bill  that  it  is 
much  more  profitable  for  this  Govern¬ 
ment  to  spend  the  money  on  the  aged 
and  decrepit  and  those  who  are  indigent 
here  presently  even  if  we  run  short  of 
income,  rather  than  to  spend  it  the  way 
we  are  doing  now  in  some  foreign  juris¬ 
dictions. 

The  point  I  am  concerned  with  pri¬ 
marily  now  is  one  that  perhaps  the  gen¬ 
tleman  from  Arkansas  can  answer;  In 
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the  original  bill  there  was  a  provision  that 
these  funds  were  to  be  considered  trust 
funds  regardless  of  how  they  were  allo¬ 
cated;  is  there  any  change  in  this  bill  to 
which  the  gentleman  has  just  referred 
by  number,  with  reference  to  the  alloca¬ 
tion  of  those  funds  that  takes  them  out 
of  the  trust-fund  category  regardless  of 
these  different  features  to  which  the 
gentleman  has  alluded  in  the  program? 
Is  there  any  difference  in  the  status  of 
these  funds?  In  other  words,  will  the 
Secretary  of  the  Treasury  be  the  trustee 
of  the  funds  and  will  they  be  considered 
trust  funds,  and  will  they  be  invested  as 
trust  funds? 

Mr.  MILLS.  No  change  is  made  of  any 
existing  law  regarding  the  care  of  these 
funds.  The  gentleman  understands  that 
these  funds  are  under  a  board  of  trustees, 
and  he  knows  that  the  Secretary  of  the 
Treasury  is  one  of  the  trustees  under 
existing  law.  There  is  no  change  with 
respect  to  the  trustees  of  the  fund.  They 
invest  the  proceeds  of  the  trust  fund  in 
Government  bonds,  just  as  any  insur¬ 
ance  company  today  may  invest  its 
assets  in  Government  bonds.  We  make 
no  change  in  that. 

Mr.  JONAS.  Will  that  apply  to  the 
total  and  permanent  disability  fund? 

Mr.  MILLS.  Yes;  to  all  moneys  paid 
into  this  program;  they  will  all  be 
handled  in  the  same  manner. 

Now  let  me  proceed  to  a  discusison  of 
the  bill  H.  R.  6297,  which  will  be  the 
motion  to  recommit.  If  the  Members 
will  turn  to  page  158  of  the  report  they 
will  find  a  summary  of  the  recommenda¬ 
tions  of  the  minority  members  of  the 
Ways  and  Means  Committee.  These 
recommendations  are  included  in  the  bill 
introduced  by  the  gentleman  from  New 
Jersey  [Mr.  Kean],  H.  R.  6297.  Let  us 
see  what  the  differences  are  between  the 
positions  of  the  majority  and  minority  on 
the  committee. 

The  very  first  suggestion  of  the  mi¬ 
nority  has  to  do  with  the  wage  base, 
that  is  the  amount  that  an  individual 
earns,  whether  he  is  an  employee  or  a 
self-employed  individual,  that  will  be 
subject  to  the  tax  and  benefit  provisions 
in  the  bill.  In  1935  and  during  the  in¬ 
tervening  years,  the  Congress  has  seen 
fit  to  maintain  that  tax  base  of  $3,000 
of  earnings.  That  is  to  say,  if  an  individ¬ 
ual  under  covered  employment  makes 
$4,200  a  year,  only  $3,000  of  that  income 
will  be  taxed  for  social  security  purposes. 
In  1935  when  that  action  was  taken  by 
the  Congress  97  percent  of  the  people 
covered  under  social  security  had  less 
than  $3,000  a  year  of  earnings.  Today,  if 
we  had  followed  the  minority  recommen¬ 
dation  to  maintain  the  tax  base  at  $3,000, 
only  76  percent  of  the  employed  individ¬ 
uals  covered  will  be  earning  less  than 
$3,000. 

I  need  not  dwell  upon  the  reason  for 
that,  Mr.  Chairman.  The  membership  of 
this  committee  realizes  full  well  the  great 
increase  that  has  occurred  in  wages  in 
the  past  few  years  and  the  reason  why 
these  statistics  are  correct.  If  we  in¬ 
crease  this  tax  base  from  $3,000  to  $3,600, 
as  the  majority  has  suggested  in  H.  R. 
6000,  then  86  percent  of  the  workers 
covered  under  title  II  will  be  making  less 
than  $3,600.  There  will  still  be  14  per¬ 


cent  of  the  employed  individuals  covered 
by  title  II  of  the  Social  Security  Act  who 
earn  wages  in  excess  of  $3,600.  You  can 
see  that  if  we  created  the  same  situation 
today  that  existed  in  1935  and  had  97 
percent  of  the  workers  of  the  country 
covered  by  title  II  earning  less  than  the 
tax  base  provided  in  the  bill,  the  base 
would  have  to  be  approximately  $4,800. 

We  had  the  urgent  request  from  the 
administration  for  increasing  the  wage 
base  to  $4,800,  and  this  was  embodied  in 
the  bill  introduced  by  the  chairman  of 
our  committee  for  study  and  considera¬ 
tion  of  our  committee.  We  had  the  Ad¬ 
visory  Council  on  Social  Security  to  the 
Senate  Finance  Committee,  staffed  by 
some  of  the  most  eminent  men  in  the 
country  outside  of  the  Government,  em¬ 
inent  in  the  field  of  social  security,  busi¬ 
ness,  labor,  and  farming,  a  cross-section 
of  the  various  occupations  in  the  United 
States,  recommending  and  urging  that 
the  tax  base  be  raised  to  $4,200.  In  the 
interest  of  establishing  harmony  within 
the  committee  and  in  an  effort  to  bring 
out  a  bill  against  which  no  one  could 
have  objection,  the  committee  compro¬ 
mised  the  viewpoint  of  the  minority.  A 
majority  of  the  members  of  our  commit¬ 
tee,  a  great  majority  of  the  members  of 
our  committee,  desired  that  we  increase 
this  tax  base  to  $4,200.  But  we  went  along 
with  the  urgings  of  others  on  the  com¬ 
mittee  that  it  be  increased  only  to  $3,600. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  Massachusetts. 

Mr.  McCORMACK.  I  may  say  that 
the  leadership  expressed  a  strong  hope 
that  it  be  increased  to  $4,200. 

Mr.  MILLS.  I  can  agree  with  my  dis¬ 
tinguished  leader.  I  know  of  the  many 
times  he  talked  to  me  about  the  matter. 
But  if  we  maintain  our  tax  base  at  $3,000 
the  program  would  cost  two-tenths  of  1 
percent  of  pay  roll  more  money.  One 
percent  of  pay  roll  means  $1,250,000,000 
per  year  on  a  level-premium  basis. 

Two-tenths  of  1  percent  of  pay  roll  is 
not  a  small  amount. 

Let  us  pass  then  to  the  next  matter 
in  dispute  between  the  majority  and 
the  minority,  and  that  has  to  do,  if  you 
are  reading  on  page  158,  with  this  mat¬ 
ter  of  automatic  yearly  increase  fn  the 
benefit.  We  call  it  increment.  Under 
existing  law,  we  provided  that  a  man 
shall  have  his  benefit,  after  it  has  been 
determined  under  the  formula,  increased 
by  1  percent  for  each  year  he  is  under 
covered  employment;  that  means,  under 
existing  law,  if  a  man  is  under  covered 
employment  for  20  years  and  his  benefit 
is  figured  out  at  $40  under  the  formula, 
you  give  him  an  extra  20  percent  of  that 
benefit,  or  $8,  making  his  benefit  $48  in¬ 
stead  of  $40.  The  bill  H.  R.  6000,  by  the 
way,  reduces  that  increment,  and  this  is 
another  compromise  made,  from  1  per¬ 
cent  for  each  year  in  covered  employ¬ 
ment  to  one-half  percent  for  each  year 
in  covered  employment. 

Let  me  point  out  to  the  committee 
why,  in  my  opinion,  that  is  necessary. 
First  of  all,  we  have  adopted  a  formula 
for  determining  benefits  which  is  ex¬ 
tremely  weighted  for  the  benefit  of  those 
with  low  incomes.  For  example,  a  man 


■  who  has  $100  a  month  average  wage,  we 
give  him  a  monthly  basic  benefit  of  $50, 
but  if  that  man’s  wage  is  $150  we  only 
increase  his  benefit  by  $5,  or  to  $55. 
Under  the  bill,  if  a  man  has  made  $3,600 
a  year  over  all  of  these  years  as  against 
the  other  fellow’s  $1,200  over  all  of  these 
years,  he  only  gets  $70  benefit  as  against 
$50.  There  is  only  a  spread  of  $20  of 
benefit  there  based  upon  $2,400  of  addi¬ 
tional  earnings.  So  you  can  see  that 
under  the  bill  we  have  heavily  weighted 
that  formula  for  the  benefit  of  this  in¬ 
dividual  who  makes  the  least  on  down 
through  the  future  in  average  wage. 

Mr.  KEAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  New  Jersey. 

Mr.  KEAN.  The  gentleman  placed 
much  stock  in  discussing  the  $3,000  item 
on  the  opinion  of  the  Senate  Advisory 
Committee.  \Would  the  gentleman  ad¬ 
vise  the  House  what  the  Senate  Advisory 
Committee  advised  with  reference  to  the 
increment? 

Mr.  MILLS.  Yes.  The  Senate  Ad¬ 
visory  Committee  advised  that  we  elimi¬ 
nate  increment,  as  did  all  the  spokesmen 
who  appeared  before  the  committee  rep¬ 
resenting  the  big  insurance  companies 
of  the  United  States.  I  will  tell  you  why 
in  a  minute,  but  I  think  the  gentleman 
well  knows.  If  we  do  not  continue  this 
matter  of  increment  on  the  basis  of  the 
committee’s  recommendation,  here  is 
what  you  come  to — and  this  involves  also 
the  third  suggestion  by  the  minority: 
Say  that  this  individual  began  work  in 
1941  in  a  defense  plant;  he  had  not 
worked  any  place  else  before  that;  he 
received  high  wages  in  the  gentleman’s 
State  of  California;  he  will  be  permitted 
to  hold  that  job  until  1951  on  those  high 
wages;  many  of  those  years  he  was  being 
paid  overtime  and  double  time  for  work¬ 
ing  on  Sundays.  So  that  he  built  up  .a 
tremendously  high  rate  of  earnings  over 
those  10  years  compared  to  the  earnings 
prior  to  that  and  after  that.  But  so  long 
as  he  remains  in  covered  employment 
earning  $400  a  year,  under  the  minority’s 
recommendation,  all  in  the  world  he  ever 
has  to  keep  in  mind  is  those  10  years  of 
earnings,  because  his  average  wage  will 
be  based  upon  the  10  highest  consecu¬ 
tive  years  of  employment.  That  costs 
more  money  than  what  the  committee 
wants  to  do. 

They  charge  us  with  trying  to  fix  this 
bill  for  the  benefit  of  an  individual  who 
is  fully  and  regularly  employed  at  a  high 
wage,  but  I  charge  them  with  eliminating 
the  increment  because  they  could  not 
have  increment  in  this  bill  and  maintain 
this  10  highest  years  for  the  benefit  of 
these  people  who  have  worked  in  these 
war  plants  and  who  may  not  enjoy  their 
high  wage  in  the  future. 

Yes,  we  need  this  increment  for  this 
reason,  that  that  very  individual  who 
worked  during  those  10  years  may  build 
lip  the  maximum  wage  base  during  that 
10  years,  but  he  may  never  pay  again  in 
the  future  because  he  may  retire  in  1951. 
He  may  never  pay  in  the  future  into  the 
fund,  but  we  are  going  to  give  him  the 
same  benefit  for  10  years  of  coverage 
that  we  are  going  to  give  under  the  mi¬ 
nority  recommendation  to  the  individual 
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who  had  paid  into  the  fund  for  40  years 
at  the  maximum  rate. 

How  in  the  world  can  you  go  out  to 
workingmen  throughout  the  country  and 
tell  them  to  continue  to  pay  this  tax 
into  this  trust  fund  even  though  it  does 
not  accrue  to  their  benefit  after  10  years 
of  payment?  Why,  the  entire  program 
will  break  down.  You  will  find  untold 
resistance  in  the  future  to  any  automatic 
increase  in  the  tax  rate  provided  by  this 
bill.  Certainly  you  will.  If  you  want 
to  destroy  the  social-security  program,  in 
my  humble  opinion,  you  vote  for  the  mi¬ 
nority’s  motion  to  recommit  this  bill  to 
eliminate  increment. 

The  gentleman  from  New  Jersey 
points  out  that  it  saves  eight-tenths  of 
1  percent  of  pay  roll  in  the  future  to 
eliminate  increment.  That  is  true.  It 
reduces  the  cost  of  the  program.  But 
the  important  thing  is  to  maintain  a 
willingness  on  the  part  of  the  people 
covered  by  this  program  to  accept  these 
automatic  tax-rate  increases.  Other¬ 
wise,  the  program  will  be  destroyed. 
Whatever  difference  there  is  between  the 
amount  of  money  in  the  fund  and  the 
benefits  then  due  will  certainly  have  to 
be  paid  for  out  of  the  Federal  Treasury 
of  the  United  States,  and  that  may  well 
amount  to  mor#  than  $1,250,000,000  a 
year. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  BYRNES  of  Wisconsin.  I  won¬ 
der  if  the  gentleman  would  be  fair 
enough  to  the  Member  particularly  on 
his  side  to  advise  them  what  the  admin¬ 
istration  desired  an  entirely  different 
regard. 

Mr.  MILLS.  I  will  be  glad  to.  I  am 
trying  to  be  as  fair  as  I  can.  The  admin¬ 
istration  desired  an-  entirely  different 
formula  from  that  which  the  committee 
adopted. 

Mr.  BYRNES  of  Wisconsin.  They  rec¬ 
ommended  the  five  best  years,  did  they 
not? 

Mr.  MILLS.  The  Social  Security  Ad¬ 
ministration  recommended  the  five  best 
years.  You  have  something  like  that  in 
civil-service  retirement.  We  thought 
the  sounder  approach,  because  it  cost 
less  money  to  the  fund,  was  to  relate 
the  man’s  benefit  more  directly  to  the 
amount  of  the  tax  that  he  had  paid  into 
the  fund.  Under  the  bill,  you  take  a 
mah’s  average  wage,  all  of  his  earnings 
over  all  of  the  years  of  his  covered  em¬ 
ployment,  and  then  offer  him  the  alter¬ 
native  of  considering  that  wage  from 
1937  or  1950,  whichever  is  more  favor¬ 
able,  but  you  relate  the  benefit  directly 
to  the  number  of  years  of  coverage  and 
the  amount  of  wages  he  has  paid  tax  on, 
and  you  do  not  pass  out  these  great 
gratuities  because  an  individual  had  an 
extremely  high  wage  rate  for  a  10 -year 
period. 

Mr.  BYRNES  of  Wisconsin.  The  gen¬ 
tleman  talks  about  the  extremely  high 
wages.  Of  course  he  appreciates  that 
the  highest  we  can  go,  even  under  the 
bill  H.  R.  6000,  is  $3,600.  That  is  the 
highest  wage  we  recognize  as  an  aver¬ 
age  wage:  Under  the  bill  of  the  minor¬ 
ity  it  would  be  a  $3,000  base.  That  is 


the  highest  rate  that  would  be  recog¬ 
nized. 

Mr.  MILLS.  The  gentleman  from 
Arkansas  understands  quite  well  that 
this  provision  of  10  consecutive  years 
was  put  in  here  to  catch  somebody  who 
would  not  go  along  on  the  other  provi¬ 
sions  of  the  motion  to  recommit. 

The  gentleman  from  Arkansas  knows 
that  the  labor  unions  of  the  country 
prefer  to  have  a  10-year  average  as  com¬ 
pared  to  the  provision  in  the  House  bill. 

Mr.  BYRNES  of  Wisconsin.  They 
would  prefer  to  have  a  5-year  provision, 
too,  would  they  not? 

Mr.  MILLS.  Yes. 

Mr.  BYRNES  of  Wisconsin.  Then  this 
bill  is  the  administration  policy,  is  it  not? 

Mr.  MILLS.  The  gentleman  from 
Wisconsin  knows,  as  well  as  I  do  that 
this  it  not  a  bill  drawn  up  by  the  Social 
Security  Administration.  •  This  is  not  the 
President’s  bill.  This  is  not  a  CIO  or 
an  A.  F.  of  L.  bill.  This  was  a  bill  on 
which  every  member  on  the  Committee 
on  Ways  and  Means  has  made  his  con¬ 
tribution.  The  gentleman  from  Wiscon¬ 
sin  worked  and  served  diligently  on  the 
committee  and  made  many  contributions. 
The  gentleman  from  Nebraska — all  the 
other  members  of  the  minority — worked 
hard.  They  made  contributions  to  this 
bill  and  as  evidence  of  that  fact  when 
the  time  comes  to  vote  on  the  final  pas¬ 
sage  of  the  bill,  I  still  believe  that  the  22 
members  who  voted  to  report  the  bill  out, 
out  of  the  25  on  the  committee,  will  vote 
for  final  passage. 

Mr.  EBERHARTER.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  EBERHARTER.  One  of  the  con¬ 
siderations  which  weighed  very  heavily 
with  the  committee  in  arriving  at  the 
decision  it  did  was  the  situation  of  the 
veterans. 

Mr.  MILLS.  Absolutely. 

Mr.  EBERHARTER.  We  have  vet¬ 
erans  who  were  in  the  war  for  5,  7,  or 
10  years.  We  allowed  them  a  credit  of 
$160  a  month.  If  you  were  to  adopt 
this  10-year  formula  you  would  be  dis¬ 
criminating  against  the  veterans  who 
served  in  the  war,  because  the  boys  who 
stayed  at  home  and  worked  in  war  plants 
would  get  a  credit  of  perhaps  $250  a 
month  for  the  wages  that  they  earned 
during  that  time.  So  that  is  a  considera¬ 
tion  which  entered  into  the  decision 
which  was  made. 

Mr.  SABATH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  SABATH.  I  am  really  amazed 
that  both  of  you  gentlemen,  the  gentle¬ 
man  from  Pennsylvania  and  the  able 
gentleman  who  now  has  the  floor,  should 
waste  so  much  time  on  the  gentleman 
from  Wisconsin.  The  gentleman  from 
Wisconsin  is  against  the  bill  and  it  mat¬ 
ters  not  what  kind  of  a  bill  you  bring 
in — he  is  against  social  security.  There 
is  none  so  blind  as  he  who  will  not  see, 
and  he  will  see  nothing.  He  does  not 
care.  He  will  pay  no  attention  to  your 
explanations.  He  Is  against  the  prin¬ 
ciple  and  against  the  bill  as  I  under¬ 
stand  and  as  he  stated  before  the  Com¬ 
mittee  on  Rules. 


Mr.  MILLS.  The  gentleman  from  Ar¬ 
kansas  has  such  a  deep  feeling  for  the 
gentleman  from  Wisconsin  that  I  am 
trying  to  get  him  straight  and  get  him  to 
go  along  on  the  bill. 

Mr.  JENKINS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  JENKINS.  I  do  not  like  to  hear 
the  distinguished  gentleman  from  Illi¬ 
nois  castigate  my  good  young  friend, 
the  gentleman  from  Wisconsin  [Mr. 
Byrnes  1.  I  want  to  say  to  him  that  he 
is  one  of  the  most  intelligent  young  men 
who  has  come  to  the  House  of  Represent¬ 
atives  in  the  last  10  years.  He  is  one  of 
the  outstanding  authorities  on  this  sub¬ 
ject,  regardless  of  what  anybody  else 
might  have  to  say. 

Mr.  MILLS.  I  certainly  agree  with  the 
gentleman  from  Ohio  regarding  the  fine 
character  and  outstanding  ability  of  the 
gentleman  from  Wisconsin.  I  still  have 
hopes,  however,  of  getting  him  straight¬ 
ened  out  on  this  bill. 

Mr.  SABATH.  Nevertheless  a  man 
with  the  intelligence  of  the  gentleman 
from  Wisconsin  does  not  seem  to  have 
enough  intelligence  to  vote  for  this  bill 
which  his  party  and  the  country  and 
the  people  generally  demand  and  qrge 
and  plead  for. 

Mr.  MILLS.  I  think  the  trouble  with 
the  gentleman  from  Wisconsin  is  that 
he  has  not  been  fully  apprised  of  the  fact 
that  the  great  majority  of  the  American 
people  really  want  this  bill  H.  R.  6000. 

Mr.  JENKINS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  JENKINS.  The  gentleman  from 
Wisconsin  votes  for  what  he  believes 
and  what  he  knows  and  what  he  thinks 
and  not  what  somebody  tells  him. 

Mr.  MILLS.  Yes,  that  is  correct. 

Mr.  SABATH.  That  shows  that  he 
does  not  know  what  the  people  want. 

M5\  SIMPSON  of  Pennsylvania.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  SIMPSON  of  Pennsylvania.  If  I 
heard  correctly,  I  understood  the  gentle¬ 
man  to  say  a  little  while  ago  that  this 
matter  of  increment  was  placed  in  the 
bill  in  order  to  attract  a  certain  vote;  is 
that  correct? 

Mr.  MILLS.  No,  no;  the  gentleman 
misunderstood  me  entirely.  I  had  in 
mind  the  suspicion  that  this  provision 
for  the  10  best  years  as  to  average  wage 
was  placed  here  to  attract  the  attention 
of  certain  people. 

Mr.  SIMPSON  of  Pennsylvania.  I 
know  nothing  about  that.  But  I  do  know 
I  heard  the  gentleman  from  Arkansas 
argue  most  effectively  and  successfully 
at  one  time  in  the  committee  and  per¬ 
suaded  the  committee  that  the  incre¬ 
ment  provision  should  be  removed  from 
the  bill. 

Mr.  MILLS.  The  gentleman  from  Ar¬ 
kansas  is  doing  something  which  I  had 
hoped  the  gentleman  from  Pennsylvania 
would  do.  After  the  gentleman  from 
Arkansas  was  licked  in  the  committee  on 
so  many  occasions  h&  made  up  his  mind 
that  the  majority  opinion  of  the  commit¬ 
tee — not  the  majority  opinion  of  the 
committee  as  expressed  on  a  party  basis. 
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but  simply  the  majority  opinion,  was  cer¬ 
tainly  superior  to  any  individual  opinion 
that  the  gentleman  from  Arkansas  might 
have. 

In  a  spirit  of  compromise,  the  gentle¬ 
man  from  Arkansas  went  along  with 
many  things  about  the  bill  that  he  did 
not  particularly  like,  but  none  of  these 
things  were  of  sufficient  importance  for 
the  gentleman  from  Arkansas,  after  hav¬ 
ing  succeeded  in  getting  one  or  two 
things  over,  to  fall  out  with  the  majority 
because  he  did  not  get  everything  he 
wanted.  The  gentleman  from  Pennsyl¬ 
vania  argued  as  strongly  as  anybody 
could  argue,  and  the  committee  placed  in 
the  bill  a  provision  permitting  the  State 
of  Pennsylvania,  because  of  the  influence 
of  the  gentleman  from  Pennsylvania  [Mr. 
Eberharter]  and  the  gentleman  from 
Pennsylvania  [Mr.  Simpson]  in  the  com¬ 
mittee,  requiring  the  Federal  Government 
to  pay  to  the  State  of  Pennsylvania  funds 
for  the  blind,  even  though  the  State  of 
Pennsylvania  does  not  confine  its  own 
payments  to  needy  blind.  We  did  that 
because  we  felt  it  was  fair  and  justified. 
I  certainly  hope  that  the  gentleman 
from  Pennsylvania  [Mr.  Simpson]  ,  before 
he  votes  for  the  motion  to  recommit, 
will  ascertain  that  the  gentleman  from 
New  Jersey  [Mr.  Kean]  has  included  that 
provision  in  his  bill,  because  I  would  not 
want  him  to  do  something  that  would  not 
be  in  the  interest  of  the  people  of  Penn¬ 
sylvania. 

Mr.  SIMPSON  of  Pennsylvania.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  SIMPSON  of  Pennsylvania.  I 
think  the  gentleman  from  Arkansas  is 
extremely  fair,  and  I  am  pleased  to  have 
him  admit  that  he  is  not  in  accord  with 
this  matter  of  increment,  other  than  as  a 
matter  of  compromise. 

Mr.  MILLS.  No.  The  gentleman 
from  Arkansas  has  not  said  that.  He 
said  there  were  certain  things  aboift  the 
bill  that  he  did  not  like. 

Mr.  SIMPSON  of  Pennsylvania.  Do 
you  believe  in  the  matter  of  increment 
as  a  matter  of  policy? 

Mr.  MILLS.  I  believe  in  the  one-half 
percent  increment  contained  in  this  bill 
as  a  matter  of  policy,  yes.  And  I  have 
explained  why  I  think  it  is  absolutely  es¬ 
sential  to  the  perpetuation  of  this  pro¬ 
gram. 

Now  let  me  go  to  this  matter  of  Puerto 
Rico,  which  seems  to  concern  some 
people. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
Will  the  gentleman  yield? 

Mr.  MILLS.  I  yield. 

Mr.  WHITTINGTON.  Will  you  dis¬ 
cuss  the  matter  of  the  definition  con¬ 
tained  in  this  motion  to  recommit? 

Mr.  MILLS.  Yes.  I  will  be  glad  to 
go  to  that  right  now. 

The  bill  offered  by  the  gentleman  from 
New  Jersey  [Mr.  Kean]  provides  a  defini¬ 
tion  for  the  term  “employee,”  which  in¬ 
cludes  the  first  three  paragraphs  of  the 
committee  bill.  However,  it  leaves  out 
the  fourth  paragraph  of  the  committee 
bill. 

If  the  gentleman  from  Mississippi  will 
turn  to  that  definition  on  page  49,  he 
will  find  in  the  third  paragraph  the 
language  which  is  written  in  Mr.  Kean’s 


bill,  beginning  on  line  13,  page  49  of  the 
committee  bill..  It  would  be  interesting 
for  the  gentleman  from  Mississippi  to 
consider  those  500,000  to  750,000  cases 
in  the  borderline  or  twilight  zone,  which 
would  have  come  under  Social  Security 
had  the  Treasury,  during  the  Eightieth 
Congress,  been  permitted  to  institute  the 
regulations  that  it  had  promulgated, 
following  the  Silk  case  in  the  Supreme 
Court.  These  are  not  common-law  em¬ 
ployees,  because  you  could  not  bring‘them 
in  under  any  limited  technical  definition 
applied  under  common  law.  This  provi¬ 
sion  in  Mr.  Kean’s  bill  gives  us  the  adda- 
tive  approach  to  include  more  than  just 
common  law,  and  it  is  our  information, 
given  to  the  committee  in  executive  ses¬ 
sion,  that  90  percent  of  those  500,000  to 
750,000  people  who  would  be  brought  in 
under  the  third  and  fourth  paragraphs 
of  the  committee  definition  would  still 
be  brought  in  under  the  third  paragraph 
in  Mr.  Kean’s  bill.  You  are  squabbling 
over  this  definition  of  the  term  “em¬ 
ployee”  when  there  are  only  50,000  to 
75,000  people  involved  in  the  difference 
between  the  two  definitions. 

Now,  why  did  we  decide  that  we  needed 
more  than  the  Gearhart  resolution?  Let 
me  plead  guilty  to  the  charge  that  will  be 
ma,de  that  I  supported  the  Gearhart  reso¬ 
lution  in  the  committee  last  year;  that 
I  urged  its  adoption  by  the  House;  that 
I  voted  to  over-ride  the  veto  of  the  Presi¬ 
dent  when  the  bill  came  back  here;  and 
if  I  had  it  to  do  over  again  I  would  do  it 
again  under  the  circumstances.  I  took 
that  approach  at  that  time  because  of 
the  fact  that  I  resented  as  much  as  I 
could  the  constant  effort  to  take  people 
under  social  security  by  regulation  in¬ 
stead  of  by  law.  I  felt  that  under  that 
definition  of  employee  under  the  law  as 
it  stood  at  that  time  where  the  term  was 
not  defined,  when  the  Supreme  Court 
put  into  the  Silk  case  all  the  dicta  about 
basing  employment  upon  economic 
reality,  and  the  Treasury  was  about  to 
promulgate  these  regulations,  there 
would  have  been  great  confusion. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Arkansas  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  from  Arkansas  five 
additional  minutes. 

Mr.  MILLS.  I  would  not  have  re¬ 
versed  my  position  had  I  had  that  op¬ 
portunity  in  that  particular  instance. 
We  do  not  have  that  situation  involved 
in  this  definition  of  employee  in  H.  R. 
6000.  We  are  not,  however,  talking  about 
taking  people  under  title  II  by  using  this 
definition;  that  is  not  what  is  involved 
here  at  all.  If  an  individual  is  not  an 
employee,  if  he  is,  on  the  other  hand,  a 
self-employed  individual,  he  will  come  in 
under  other  provisions  of  the  bill.  All  in 
the  world  that  is  involved  here  in  this 
definition  is  whether  or  not  some  person 
who  has  a  relationship  with  another  in¬ 
dividual  will  pay  the  social  security  tax 
on  that  individual’s  pay,  or  whether  he 
will  be  permitted  to  avoid  that  tax  pay¬ 
ment  that  is  being  paid  by  other  indi¬ 
viduals  when  the  factual  situation  is 
the  same.  The  gentleman  is  a  lawyer 
and  he  knows  that  in  the  various  Fed¬ 
eral  jurisdictions  the  courts  have  pro¬ 
ceeded  to  adopt  different  basic  principles 


of  the  common-law  rule.  Some  of  them, 
the  State  of  New  York,  for  instance,  and 
my  own  State  of  Arkansas  have  been 
very  liberal  in  applying  the  common-law 
rule.  They  have  in  their  jurisdictions 
gone  under  the  common  law  to  some-  ex¬ 
tent  and  disagreed  with  the  Supreme 
Court  in  the  Silk  case;  but  in  other  jur¬ 
isdictions  courts  have  not  been  liberal; 
they  had  adopted  a  very  conservative 
viewpoint.  We  had  one  case  where  un¬ 
der  a  contract  even — there  was  no  ques¬ 
tion  about  the  common-law  rule  applying 
and  the  individual  being  an  employee — 
the  court  looked  beyond  the  contract, 
was  not  willing  to  base  a  tax  upon  a  con¬ 
tract,  but  looked  beyond  the  contract 
and  found  that  even  though  there  was 
a  right  of  control  it  was  not  exercised, 
therefore,  the  man  was  not  an  employee. 
Now,  we  are  taking  care  of  the  situation. 
We  do  not  feel  that  it  is  incumbent  upon 
the  Treasury  Department  in  collecting 
taxes  to  have  to  look  beyond  the  con¬ 
tract.  If  a  man  wants  to  enter  into  a 
contract  that  makes  someone  else  his 
employee  he  should  have  to  meet  the 
consequence  of  that  action  tax  wise. 
There  are  only  between  50,000  and  70,- 
000  individuals  involved  in  this  proposi¬ 
tion  between  the  minority  position  and 
the  majority  position ;\nd  I  will  contend 
with  the  gentleman  from  Mississippi  or 
anyone  else  that  this  fourth  paragraph 
of  this  definition  is  as  understandable  to 
any  lawyer  who  wants  to  advise  a  client 
as  the  common  law  rule  which  has  been 
followed  heretofore  in  the  various  juris¬ 
dictions,  because  that  lawyer  does  not 
know  until  he  goes  into  court  whether 
he  is  going  to  apply  the  common-law  rule 
of  the  State  of  Michigan  or  the  State  of 
Arkansas  where  it  may  be  liberal  or 
where  it  may  be  conservative.  What  we 
are  trying  to  do  in  paragraph  4,  I  may 
say  to  the  gentleman  from  Mississippi, 
[Mr.  Whittington],  is  to  get  away  from 
the  legal  technicality  as  to  whether  an 
employee  is  an  employee  or  not  and  base 
it  upon  the  factual  relationship  between 
the  individuals. 

We  have  written  the  bill  and  the  com¬ 
mittee  report  so  those  people  who  are  to 
administer  the  program  in  the  Treasury 
Department  may  well  know  this  is  not 
a  blank  check  we  are  giving  to  the  Treas¬ 
ury  to  let  social  security  cover  any  in¬ 
dividual  whom  they  may  desire  to  do 
so.  This  is  a  tax  matter  and  tax  laws 
should  not  be  based  upon  the  common- 
law  rule.  Taxes  should  be  uniform  and 
applied  to  all  alike  in  the  same  fashion 
regardless  of  what  Federal  jurisdiction 
they  live  in.  I  trust  I  have  answered 
the  gentleman’s  inquiry. 

Mr.  JENKINS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  Ohio. 

Mr.  JENKINS.  Does  not  the  gentle¬ 
man  believe  that  this  being  a  legal  mat¬ 
ter  and  the  Constitution  placing  all  legal 
disputes  in  the  courts  for  decision  it 
would  be  safer  for  the  courts  to  decide 
this  than  a  few  bureaucrats? 

Mr.  MILLS.  The  gentleman  from 
Ohio  made  that  contention  yesterday 
and  in  committee.  With  all  dlie  respect 
to  the  gentleman,  for  whom  I  have  the 
deepest  affection,  he  is  trying  to  convey 
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the  impression  to  this  House  that  this  is 
a  tax  matter  of  some  other  type  than 
the  normal-tax  proposition  where  any 
taxpayer  who  is  aggrieved  over  the  levy¬ 
ing  of  a  tax  may  go  to  the  Federal  court. 
The  gentleman  knows  that  under  this 
definition  anybody  who  wants  to  go  to 
court  and  fight  the  levying  of  this  excise 
tax  on  him  as  an  employer  may  do  so. 
The  gentleman  from  Pennsylvania  wants 
to  say  that  the  poor  man  cannot  do  it; 
however,  the  gentleman  from  Pennsyl¬ 
vania  knows  that  that  poor  taxpayer 
has  the  same  right  under  this  that  he  has 
when  the  internal  revenue  agent  comes 
around  and  tells  him  he  owes  $50  more 
in  taxes. 

Mr.  SIMPSON  of  Pennsylvania.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  MILLS.  I  yield  to  the  gentleman 
from  Pennsylvania. 

Mr.  SIMPSON  of  Pennsylvania.  The 
gentleman  does  not  know  the  thought 
I  had  in  mind.  I  did  not  ask  what  the 
poor  man  was  going  to  do  who  cannot 
go  into  court.  To  all  practical  intents 
and  purposes  what  the  gentleman  is  say¬ 
ing  is  that  not  the  courts  but  Mr.  Alt- 
meyer  will  tell  the  little  man  in  my  dis¬ 
trict  whether  or  not  he  is  an  employer 
or  an  employee  and  the  little  man  then 
cannot  go  into  court  because  he  does  not 
have  the  money. 

Mr.  MILLS.  The  gentleman  knows 
full  well  that  is  not  what  I  am  saying. 
The  gentleman  from  Pennsylvania  who 
worked  for  6  months  very  diligently  in 
committee  on  this  matter  knows  that  is 
not  the  situation.  He  knows  that  under 
this  bill  we  are  not  conferring  on  the 
Social  Security  Administration  the  col¬ 
lection  of  this  tax.  The  gentleman  who 
participated  in  the  minority  report  rec¬ 
ognizes  that  the  tax  will  be  collected 
by  the  Treasury  Department  just  as  any 
other  tax  will  be  collected  by  that  De¬ 
partment  and  that  the  Social  Security 
Administration  will  not  have  a  thing  in 
the  world  to  do  under  this  program  ex¬ 
cept  to  pay  the  beneficiaries  under  this 
definition. 

Mr.  SIMPSON  of  Pennsylvania.  With 
respect  to  the  present  law  there  were 
some  750,000  people  who  Mr.  Altmeyer 
said  were  under  social  security,  the 
Treasury  Department  said  they  were  not, 
fut  finally  said  they  were. 

Mr.  MILLS.  The  issue  involved  here 
is  entirely  different  from  the  issue  in¬ 
volved  in  the  Gearhart  resolution  be¬ 
cause  then  it  was  a  matter  of  coverage. 
The  court  was  passing  on  the  term  and 
bringing  in  as  many  people  as  possible. 
That  is  not  necessary  on  the  court’s  part 
today.  If  we  did  not  have  this  defini¬ 
tion,  it  would  not  be  necessary  because 
this  bill  and  your  motion  to  recommit 
takes  in  all  these  people  under  the  law. 
The  court  does  not  have  anything  more 
to  do  with  It. 

Mr.  Chairman,  let  me  pass  on  to  Puerto 
Rico  and  the  Virgin  Islands.  I  have 
heard  a  lot  here  about  this  being  a  bad 
bill  because  it  extends  the  provisions  of 
title  II  to  the  Virgin  Islands  and  to 
Puerto  Rico — 250,000  covered  persons 
in  Puerto  Rico  might  be  eligible  some 
time  in  the  future  when  they  comply 
with  the  requirements  of  this  bill  for 
some  type  of  benefit  to  be  paid  out  of 


the  trust  fund  established  by  title  II  of 
this  act.  There  might  be  as  many  as 
5,000  people  in  the  Virgin  Islands  who 
would  become  eligible  for  similar  treat¬ 
ment.  There  are  about  2,000,000  people 
altogether  in  Puerto  Rico,  and  about 
30,000  or  35,000  people  on  the  3 
islands  that  constitute  the  Virgin  Islands. 
The  gentlemen  on  my  left  over  here  in 
their  motion  to  recommit  want  to  be 
generous.  They  want  to  take  care  of 
Puerto  Rico ;  yes,  they  want  to  take  care 
of  the  Virgin  Islands.  They  want  to 
leave  to  the  Virgin  Islands  and  to  Puerto 
Rico  the  administration  of  the  needs  of 
the  people  on  those  islands  only  under 
public  assistance,  and  let  the  Federal 
Government  pay  one-half  of  those  needs 
out  of  the  Federal  Treasury.  That  is 
what  they  want  to  do. 

What  do  we  propose  to  do?  We  pro¬ 
pose'  to  treat  these  people  who  are  Amer¬ 
ican  citizens  as  American  citizens.  They 
are  not  foreigners.  When  we  bought  the 
Virgin  Islands,  and  when  we  took  over 
Puerto  Rico,  we  took  the  responsibility 
of  at5  least  treating  them  with  some  de¬ 
gree  of  equality.  We  took  that  respon¬ 
sibility  when  we  took  possession  of  their 
homes.  Now  they  say  that  even  though 
these  islands  pay  nothing  into  the  Fed¬ 
eral  Treasury,  we  are  going  to  dip  into 
the  Federal  Treasury  and  take  care  of 
all  of  these  demands  through  public  as¬ 
sistance;  just  as  many  of  these  citizens 
are  going  to  be  disabled  and  just  as  many 
are  going  to  be  65  years  of  age,  whether 
or  not  we  have  an  insurance  program. 
We  took  the  position  that  I  thought  those 
interested  in  economy  would  take.  We 
say  that  instead  of  building  up  a  stagger¬ 
ing  load  of  public  assistance  to  be  fun- 
neled  out  of  the  Federal  Treasury,  we 
are  going  to  require  those  who  are  work¬ 
ing  in  occupations  covered  by  this  bill 
to  make  a  contribution  out  of  their  wages 
into  this  trust  fund  and  be  treated  as  any 
other  American  citizen  when  the  benefits 
are  handed  out.  If  the  wages  are  low  in 
Puerto  Rico,  they  will  not  get  a  high 
benefit;  they  will  get  an  extremely  low 
benefit,  maybe  the  $25  minimum  will  be 
what  they  will  get,  but  if  they  make  $100 
a  month  in  Puerto  Rico  and  they  retire, 
they  will  get  just  the  same  amount  that 
an  individual  making  $100  and  retiring 
in  the  United  States  would  get. 

The  committee  bill  in  that  respect  is 
much  superior  to  that  of  the  bill  in  the 
motion  to  recommit.  The  motion  to  re¬ 
commit  will  also  eliminate  from  the  bill 
the  total  and  permanent  disability  bene¬ 
fit  provisions  under  the  insurance  system. 
Yet  they  do  not  eliminate  that  provision 
from  the  committee  bill  in  regard  to  pub¬ 
lic  assistance. 

Ah,  my  friends,  sometimes  I  wonder 
where  in  the  world  the  milk  of  human 
kindness  has  flown  to.  Why,  why  do  you 
want  to  force  this  individual  who  has 
worked  a  lifetime,  to  an  age  of  55  or  60 
years,  a  substantial  citizen  in  his  com¬ 
munity,  who  paid  into  this  trust  fund 
over  those  years — why,  why,  my  friends, 
I  say,  do  you  desire  to  call  upon  that 
individual  to  go  to  the  Federal  Treasury 
to  get  assistance  in  the  method  of  a 
dole?  Now,  can  you  justify  by  any  argu¬ 
ment  that  your  position  is  more  favorable 
than  the  position  of  the  committee  when 


the  committee  says,  “Not  out  of  the  gen¬ 
eral  funds  will  we  pay  that  disability 
benefit  to  an  individual,  but  we  will  pay 
him  out  of  the  very  funds  into  which  he 
has  made  his  contribution”?  You  can¬ 
not  get  by  if  you  say  that  we  have  to 
preserve  this  fund  for  the  benefit  of 
those  who  want  to  retire  and  for  the 
benefit  of  the  survivors  of  deceased  work¬ 
ers.  You  cannot  make  that  argument 
because  the  committee  bill  provides  spe¬ 
cifically  that  this  total  and  permanent 
disability  will  not  go  into  effect  until 
January  1,  1951.  At  the  same  time  an 
increase  in  the  rate  of  taxation  of  one- 
half  of  1  percent  will  occur  for  that 
specific  purpose.  We  are  levying  that 
tax  for  that  purpose. 

We  have  made  our  bill  sound.  These 
few  differences  between  us  are  only  nine 
out  of  the  thousands  of  differences  that 
arose  in  the  bill.  They  are  entirely  too 
small  and  too  inconsequential  to  justify 
the  membership  of  this  House  going 
along  with  these  10  Republican  men  who 
filed  this  minority  report.  Yes;  the  bill 
should  be  passed.  I  hope  that  it  will  be 
passed  so  that  that  great  deliberative 
body  at  the  other  end  of  the  Capitol  may 
have  full  and  complete  opportunity  to 
pass  it  between  new  and  next  June. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Arkansas  has  expired. 

(Mr.  BRYSON  (at  the  request  of  Mr. 
Mills)  was  given  permission  to  extend 
his  remarks  at  this  point  in  the  Record.) 

Mr.  BRYSON.  Mr.  Chairman,  with  al¬ 
most  a  decade  and  a  half’s  practical  ex¬ 
perience  it  cannot  now  be  successfully 
contended  that  social-security  legisla¬ 
tion,  like  that  now  on  the  statute  books 
and  to  which  extensions  are  proposed  in 
the  pending  bill  (H.  R.  6000) ,  is  not  prac¬ 
ticable.  When  this  legislation  was  first 
proposed  in  1935,  many  doubted  the  wis¬ 
dom  of  the  venture.  Now  there  is  scarce¬ 
ly  a  person  who  will  not  admit  that 
social  security  is  essential. 

To  be  sure,  this  measure  is  not  per¬ 
fect.  In  fact,  few  pieces  of  legislation,  if 
any,  could  be  considered  perfect  and 
thoroughly  acceptable  in  every  detail. 
You  will  recall  that  there  was  serious  op¬ 
position  to  the  adoption  of  the  United 
States  Constitution.  Turn  back,  if  you 
will,  to  the  debates  at  the  Constitutional 
Convention  and  read  the  accounts  of  the 
clash  of  minds  in  that  august  assembly. 
That  matchless  orator  of  all  times, 
Pati'ick  Henry,  in  speaking  against  the 
adoption  of  the  Constitution,  described 
its  destructive  power  so  realistically  that 
the  people  unconsciously  felt  of  their 
wrists  and  ankles  for  the  shackles  Henry 
said  would  be  applied  to  them  in  the 
event  the  Constitution  should  be  adopted. 
Through  the  years  21  amendments  have 
been  adopted  to  the  Constitution,  and 
still  it  is  by  no  means  perfect. 

In  voting  for  this  bill,  as  I  intend  to  do, 
I  by  no  means  indicate  that  I  agree  with 
all  of  its  provisions.  We  must  be  real¬ 
istic  and  practical.  Should  each  Member 
of  Congress  vie  for  his  or  her  own  indi¬ 
vidual  views,  no  legislation  would  ever 
be  enacted. 

An  amazing  thing  about  H.  R.  6000  is 
the  fact  that  of  the  25  members  of  the 
Ways  and  Means  Committee,  22  of  them 
voted  to  report  the  measure  to  the  House. 
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Scarcely  has  there  been  another  instance 
where  major  legislation  as  controversial 
as  this  has  been  approved  by  so  substan¬ 
tial  a  majority. 

As  others  have  done,  I,  too,  would  pay 
a  word  of  tribute  to  the  members  of  the 
Ways  and  Means  Committee.  For  the 
sake  of  brevity,  I  shall  not  attempt  to 
name  the  members  individually,  al¬ 
though  much  could  be  said  about  each  of 
them.  I  feel,  however,  that  I  must  give 
special  commendation  to  that  outstand¬ 
ing  sage  and  statesman  the  gentleman 
from  North  Carolina  the  Honorable 
Robert  L.  Doughton,  native  son  of  my 
own  State  by  birth,  whose  long  and  use¬ 
ful  life  has  made  many  outstanding  con¬ 
tributions  to  our  country’s  good.  Chair¬ 
man  Doughton  is  a  man  of  more  than 
four-score  years  of  age.  Chairman 
Doughton  is  a  man  of  wisdom  and  sa¬ 
gacity,  increasing  in  power  with  the  pass¬ 
ing  of  each  year.  Our  committee  gave 
more  than  6  months’  study  to  this  meas¬ 
ure.  The  record  of  its  deliberations  cov¬ 
ers  some  2,500  pages,  wherein  appears 
the  testimony  of  250  witnesses.  The  re¬ 
port  on  the  bill  consists  of  200  pages. 
Thus  it  cannot  be  contended  that  full 
and  complete  hearings  have  not  been 
available. 

Mr.  Chairman,  as  I  have  observed,  if  I 
were  writing  the  bill,  I  would  not  have  in¬ 
cluded  some  of  the  provisions  contained 
therein ;  and  I  would  have  included  other 
provisions  not  appearing  in  the  present 
draft. 

I  have  heretofore  introduced  amend¬ 
ments  to  the  Social  Security  Act,  reduc¬ 
ing  the  minimum  age  at  which  old-age 
benefits  would  be  payable  from  65  years 
to  62  years  of  age.  While  I  know  that 
many  such  as  our  chairman  and  even 
the  chairman  of  the  Rules  Committee 
remain  quite  active  long  after  they  are 
passed  the  age  of  65,  many  others,  espe¬ 
cially  those  in  industry  and  particularly 
women,  wear  out  or  lose  their  strength 
by  the  time  they  are  62.  There  is  a 
precedent  for  this  age  in  the  law  which 
provides  for  Members  of  Congress  to  re¬ 
ceive  benefits  after  62  years  of  age.  The 
committee  in  its  wisdom  did  not  attempt 
any  change  in  this  regard,  but  met  the 
problem  at  least  in  part  by  providing 
for  total  and  permanent  disability  bene¬ 
fits.  This  is  a  helpful  provision  and 
should  be  written  into  the  law. 

There  has  been  great  need  to  increase 
the  benefits  accruing  to  the  beneficiaries. 
I  am  glad  that  this  measure  does  increase 
the  sums  payable. 

The  most  pitiful  person  of  all  is  one 
who  in  old  age  has  no  security  what¬ 
ever.  While  I  by  no  means  favor  com¬ 
pulsory  insurance,  this  type  of  legisla¬ 
tion  lends  every  encouragement  to  an 
individual  to  provide  for  that  day  when 
he  can  no  longer  provide  for  himself. 

As  I  have  stated,  the  bill  is  not  per¬ 
fect.  Subject  matter  as  complicated  as 
this,  dealing  with  such  a  large  number 
of  Individuals  under  so  many  different 
circumstances,  could  not  be  perfect.  I 
sincerely  hope,  however,  that  the  House 
passes  this  measure  by  a  substantial  mar¬ 
gin,  and  that  without  delay. 

(Mr.  MARCANTONIO  (at  the  request 
of  Mr.  Mills)  was  given  permission  to 


extend  his  remarks  at  this  point  in  the 
Record.) 

Mr.  MARCANTONIO.  Mi’.  Chairman, 
today,  millions  of  American  workers  are 
living  with  fear  in  their  hearts. 

These  men  and  women  fear  the  eco¬ 
nomic  insecurity  that  is  the  constant 
companion  of  every  man  who  works  in 
the  mines,  the  mills,  and  the  factories 
of  this,  the  wealthiest  land  in  the  world 
today.  And  they  fear  the  future — the 
prospect  of  being  thrown  on  the  dump 
heap  some  day  like  a  worn-out  piece  of 
machinery,  when  younger  and  stronger 
men  come  along  to  replace  them  at  their 
jobs. 

It  is  this  fear  that  is  behind  the  crises 
that  have  developed  in  the  steel -making 
and  coal-mining  industries. 

Because  their  Government  has  not  seen 
fit  to  establish  an  adequate  system  of 
old-age  pensions  and  health  insurance, 
workers,  through  their  trade-unions, 
have  been  trying  to  obtain  some  kind 
of  partial  security  on  a  company-  or 
industry-wide  basis.  m 

That  the  initial  responsibility  for  this 
crisis  lies  with  the  Congress,  and  pri¬ 
marily  with  the  majority  party,  is  clear 
beyond  doubt.  The  Social  Security  Act 
.  has  not  been  altered,  except  for  the  rela¬ 
tively  minor  amendments  adopted  in 
1939,  since  its  inception  13  years  ago  and 
except  for  the  better-than-nothing  bill 
before  us  today.  As  a  matter  of  fact, 
when  the  steady  shrinkage  in  the  pur¬ 
chasing  power  of  the  dollar  is  considered, 
current  benefits  being  provided,  low  as 
they  are,  are  considerably  less  than  even 
originally  agreed  to.  But  the  leaders  of 
the  major  parties  seem  too  concerned 
about  other  problems  to  worry  about  the 
aged  and  the  sick  in  our  own  land. 

Although  the  House  Ways  and  Means 
Committee  has  held  hearings  over  an  8- 
month  period  in  this  session,  it  has  re¬ 
ported  this  bill  before  us,  recommending 
amendments  to  the  Social  Security  Act. 
The  recommendations  are  far  below  any 
adequate  minimum  program. 

I  am  not  optimistic  as  to  what  we  can 
hope  for.  The  dismal  record  already 
made  by  the  Eighty-first  Congress  on  leg¬ 
islation  for  the  benefit  of  the  people 
speaks  for  itself.  But  we  shall  see. 

Meanwhile,  what  about  steel  and  coal? 

The  steelworkers’  union  demanded  of 
the  industry  a  30-cents-per-hour-pack- 
age  increase,  made  up  of  three  parts; 
about  12  y2  cents  for  wages,  1 1  !4  cents 
for  pensions,  and  614  cents  for  insurance 
and  health  and  welfare. 

The  Presidential  fact-finding  board 
recommended  absolutely  nothing  in 
wages;  4  cents  for  insurance,  and  6  cents 
for  pensions  were  recommended,  to  be 
paid  for  solely  by  the  employers. 

According  to  my  reading  of  the  report 
of  the  steel  board,  the  insurance  recom¬ 
mendation  is  less  the  cost  of  whatever  in¬ 
surance  plans  are  already  in  operation. 
Probably  the  4-cents-per-hour  recom¬ 
mendation  will  average  out  to  between  2 
and  3  cents  for  the  steel  industry  as  a 
whole.  Moreover,  the  pension  provi¬ 
sions — 6  cents  per  hour — if  agreed  to  in 
collective  bargaining  will  not  go  into  ef¬ 
fect  until  next  spring.  This  is  the  total 


recommendation  of  the  President’s 
board;  and  this  the  steelworkers’  union 
leaders  accepted. 

The  men  that  work  in  the  steel  mills 
of  America  are  among  the  hardest  work¬ 
ing  in  America.  Their  youth  and  their 
strength  are  drained  away  by  the  blast 
furnaces  and  the  rolling  mills  of  this  in¬ 
dustry.  There  is  no  question  that  these 
men  should  have  an  adequate  pension 
and  welfare  program  and  a  substantial 
wage  increase  as  well. 

But  their  union  leaders  have  already 
renounced  their  wage  demand  and  I  deem 
this  surrender  tragic.  As  for  the  in¬ 
surance  and  pension  plans,  about  which 
real  differences  have  since  developed  be¬ 
tween  the  employers  and  the  union,  it 
would  be  well  for  the  Members  of  this 
body  to  be  informed  in  some  detail. 

Let  us  look  at  these  demands  once 
more.  The  steelworkers  asked  that  the 
industry  contribute  11  'A  cents  per  hour 
toward  a  pension  scheme.  This  would 
provide  for  a  pension  of  $125  per  month, 
independent  of  the  Federal  old-age  bene¬ 
fits,  at  the  age  of  65. 

The  steel  board  recommended  6  cents. 
And  this  would  provide  a  pension  of  ap¬ 
proximately  $70  per  month,  which — in¬ 
creased  by  the  Federal  program-»-would 
provide  $100  per  month. 

It  is  this  pension  scheme — noncontrib¬ 
utory,  the  employers  bearing  the  full 
cost — about  which  big  steel  is  making 
such  loud  protests.  “Revolutionary”  was 
the  word  Benjamin  Fairless,  the  head 
of  United  States  Steel,  used  to  describe 
this  part  of  the  board’s  proposal. 

On  insurance  the  union  would  have 
established  a  system  of  death  benefits, 
sickness  and  disability  insurance,  costing 
6  x/4  cents  per  hour.  The  board  proposed 
that  4  cents  be  paid  out  for  this,  sharply 
cutting  the  coverage  and  benefits  of  this 
program  as  originally  proposed. 

That  is  what  Is  involved  in  this  dis¬ 
pute  between  the  steelworkers  and  the 
tycoons  who  own  and  operate  the  in¬ 
dustry. 

The  steel  board  said  explicitly  that  it 
was  about  time  the  steel  industry  began 
paying  as  much  attention  to  its  workers 
as  it  did  to  Its  plant  and  machines.  The 
responsibility  of  such  employers  to  the 
men  who  work  for  them  extends  beyond 
the  payment  of  the  hourly  or  daily  wage. 

The  board  said: 

We  think  that  all  Industry,  In  the  absence 
of  adequate  Government  programs,  owes  an 
obligation  to  workers  to  provide  for  mainte¬ 
nance  of  the  human  body  in  the  form  of 
medical  and  similar  benefits  and  full  depre¬ 
ciation  in  the  form  of  old-age  retirement — 
in  the  same  way  that  it  now  does  for  plant 
and  machinery. 

There  is  much  that  any  unbiased  per¬ 
son  would  object  to  in  the  report  of  the 
steel  board.  For  example,  it  is  com¬ 
pletely  objectionable  for  this  board,  in 
dismissing  completely  the  union’s  de¬ 
mand  for  a  wage  increase,  to  use  the 
occasion  to  generalize  to  the  effect  that 
wage  increases  for  other  American  work¬ 
ers  are  equally  undesirable  at  this  time 
as  a  national  policy.  This  is  the  kind 
of  obiter  dicta  which  can  have  no  other 
effect  than  to  make  it  more  difficult  for 
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other  unions  to  win  any  kind  of  a  wage 
increase  in  their  collective  bargaining. 

Another  departure  by  this  board  was 
the  inclusion  of  Federal  old-age  insur¬ 
ance  in  computing  the  steelworkers’  pen¬ 
sion.  The  pensions  due  these  men  are 
due  them  from  the  industry  in  which 
they  have  sweated  for  many  years;  what¬ 
ever  other  benefits  they  get  from  the 
Federal  Government,  they  receive  as  all 
American  citizens  do.  No  one  can  de¬ 
fend  this  kind  of  an  approach  to  a  pen¬ 
sion  plan  which  would  shift  the  cost 
from  the  steel  companies  to  the  Gov¬ 
ernment. 

The  coal-miners’  welfare  fund  provides 
substantially  more  than  the  program 
recommended  for  the  steelworkers  by  the 
presidential  board.  The  coal-miners’ 
fund  is  also  noncontributory;  it  was  set 
up  in  1946  and  actually  went  into  opera¬ 
tion  when  the  same  Ben  Fairless,  who  is 
refusing  to  agree  to  the  fund  for  the 
steelworkers,  signed  an  agreement  with 
John  L.  Lewis  in  1947. 

The  coal  miners  receive  a  pension  of 
$100  per  month,  exclusive  of  Federal  old- 
age  insurance.  This  is  about  $30  a 
month  more  than  the  steelworkers  would 
receive  if  the  board’s  recommendations 
were  put  into  effect.  The  coal  program 
also  provides  disability  payments,  insur¬ 
ance,  and  other  benefits  on  a  more  com¬ 
prehensive  scale  than  is  contemplated 
under  the  steel  plan. 

The  same  fat,  sleek  men  of  big  busi¬ 
ness  who  are  balking  at  agreeing  to  even 
the  admittedly  inadequate  pension  and 
insurance  program  recommended  for  the 
steel  workers  are  among  the  dominant 
figures  in  the  coal  industry  as  well.  We 
would  be  naive  to  ignore  this  dual  role 
of  these  tycoons  and  not  to  see  in  the 
present  situation  a  coordinated  drive  to 
dole  out  the  smallest  pensions  possible 
in  both  industries  and  even  wreck  the 
miners’  welfare  plan  by  nonpayment,  if 
possible. 

The  cynicism  and  hypocrisy  of  these 
men  of  big  business  has  never  been  more 
completely  exposed  than  by  their  re¬ 
action  to  the  noncontributory  pension 
and  insurance  proposals. 

These  have  been  described  as  social¬ 
istic  and  revolutionary.  Editorials 
have  been  written  blaring  forth  that 
American  initiative  will  be  destroyed 
if  American  workers  receive  a  piddling 
pension  of  $25  per  week  toward  which 
they  make  no  contributions.  Such  a 
program  would  mean  loss  of  freedom  for 
the  worker.  Freedom  for  what — to  die 
in  the  poorhouse? 

But  let  us  look  at  the  record.  This 
same  Ben  Fairless  who  recoils  from  the 
un-American  proposal  for  a  noncon- 
tributory  pension,  himself  has  a  little 
pension  program  as  an  executive  officer 
of  United  States  Steel. 

At  the  age  of  65  Mr.  Fairless  will  re¬ 
ceive  a  pension  of  $50,000  per  year  toward 
which  he  has  contributed  not  1  cent.  He 
also  participates  in  a  contributory  plan 
under  which  he  paid  in  $6,000  last  year 
and  the  company  $10,000.  Last  year  Mr. 
Fairless  received  a  $20,000  wage  increase, 
more  than  three  times  his  annual  con¬ 
tribution  to  his  second  pension  plan. 

Bethlehem  Steel  also  has  a  completely 
noncontributory-pension  plan  for  execu¬ 
tives.  Pensions  are  the  average  com¬ 


pensation  10  years  prior  to  retirement. 
A.  B.  Homer,  president  of  Bethlehem,  will 
be  65  in  1961.  At  his  1948  compensation 
of  $263,280  a  year  he  will  receive  a  pen¬ 
sion  of  $110,460  per  year  toward  which  he 
contributes  not  1  cent.  Three  former 
officials  of  Bethlehem  are  now  receiving 
pensions  toward  which  they  contributed 
not  1  cent — these  are  pensions  of  $25,- 
668;  $27,168;  and  $76,968  per  year. 

Need  I  add  that  Bethlehem  joins 
United  States  Steel  in  opposing  on  prin¬ 
ciple  noncontributory  pensions  for  the 
men  who  work  at  the  blast  furnaces  and 
in  the  mills? 

Ben  Moreell  is  the  chairman  and  pres¬ 
ident  of  Jones  &  Laughlin  Steel.  If  he 
retires  in  1953,  he  will  receive  an  annual 
pension  of  $25,000;  if  he  continues  to 
.work  until  1958,  his  pension  will  be 
$35,000  per  year — all  paid  by  the  com¬ 
pany.  And  Mr.  Moreell,  a  former  Navy 
admiral,  I  believe,  has  been  with  the  com¬ 
pany  only  2  years. 

The  record  goes  on  and  on.  And  the 
case  is  clear. 

Noncontributory-pension  plans  are 
fine  for  executives.  They  are  revolu¬ 
tionary  for  workers. 

The  steel  industry  certainly  understood 
and  accepted  without  any  reservations 
the  rejection  by  the  board  of  any  wage 
increase  for  the  steelworkers.  And 
Philip  Murray,  president  of  the  steel¬ 
workers’  union,  was  acclaimed  in  the 
press  as  a  labor  statesman  for  acced¬ 
ing  to  the  wage  rejection. 

But  the  steel  industry  claims  it  cannot 
understand  and  rejects  the  recom¬ 
mendation  for  noncontributory  pension 
and  social  insurance  plans. 

Can  there  be  any  question  upon  whose 
shoulders  the  blame  rests  for  the  strike 
in  steel?  Can  there  be  any  question  as  to 
the  motives  behind  the  refusal  of  the  in¬ 
dividual  coal  miners  to  return  to  the  pits 
until  their  welfare  fund  has  been  re¬ 
habilitated?  Can  there  be  any  question 
that  millons  of  workers  in  every  other 
industry  in  the  Nation  will  support  the 
just  demands  of  the  coal  and  steel 
workers?  They  know  that  their  pensions 
and  future  security  are  bound  up  with 
the  strikes  in  coal  and  steel.  Every 
worker  in  America  stands  behind  them 
and  will  demand  that  this  administra¬ 
tion  and  Congress  support  them. 

(Mr.  CLEMENTE  asked  and  was  given 
permission  to  extend  his  remarks  at 
this  point  in  the  Record.) 

Mr.  CLEMENTE.  Mr.  Chairman,  I 
have  been  deeply  interested  in  old-age 
and  disability  security  since  the  first 
day  I  became  a  Member  of  Congress. 

I  am  going  to  vote  for  H.  R.  6000  be¬ 
cause  the  present  coverage  of  social- 
security  laws  is  altogether  inadequate  and 
the  benefits  payable  thereunder  are  so 
low — the  average  of  which  is  $25  a 
month — as  to  leave  the  recipients  thereof 
with  insufficient  means  to  survive.  I  am 
going  to  vote  for  this  measure  for  the 
reason  that  under  the  present  social-se¬ 
curity  laws  almost  one-third  of  our  work¬ 
ers  are  not  covered,  and  for  the  addi¬ 
tional  reason  ..that  the  physically  dis¬ 
abled  have  not  been  taken  care  of  under 
the  present  regulations. 

History  shov/s  the  great  majority  of 
the  persons  on  the  pay  rolls  of  this  atomic 
age  is  the  young  and  vigorous,  and  the 


elderly  citizens  are  shunted  aside.  As  a 
result  of  this  unfortunate  situation  we 
find  increasing  in  numbers  the  aged,  the 
unemployed;  and  so  we  must  face  the 
problem  of  surrounding  the  needs  for 
livelihood  of  this  large  group  with  some 
measure  of  security.  This  is  forced  upon 
us  by  the  ever  growing  number  of  people 
over  the  age  of  65  who  are  not  protected 
by  social  security.  Of  5,200,000  men  now 
65  or  over — one-third  are  insured  under 
the  present  program.  Of  5,500,000  wom¬ 
en  65  or  over — one-fourth  are  insured, 
either  individually  or  as  the  wives  of  in¬ 
sured  workers. 

The  scale  of  monthly  benefits  under 
the  old-age  and  survivors  insurance  sys¬ 
tem  in  effect  today  was  set  up  over  10 
years  ago.  Over  10  years  of  experience 
now  show  that  that  scale  was  wholly  in¬ 
adequate.  This  experience  has  fully 
assessed  the  strength  and  weakness  of 
the  social-security  system  with  relation 
to  its  place  in  our  present  economy. 
During  this  time  many  developments 
have  occurred  which  showed  a  need  for 
resurvey  of  the  principles  and  objectives 
of  the  program  as  they  relate  to  the  cur¬ 
rent  economic  conditions.  It  also  proved 
the  reaffirmance  of  the  basic  principle 
that  a  contributory  system  in  which  both 
contributions  and  benefits  are  directly 
related  to  the  individual’s  efforts  prevents 
dependency. 

It  therefore  becomes  necessary,  by 
reason  of  the  fact  that  this  social- 
security  system  is  firmly  established,  to 
strengthen  this  system  at  once.  It  has 
been  found  that  by  reason  of  having  paid 
into  the  system  the  member  gains  as  a 
matter  of  right  upon  ceasing  covered  em¬ 
ployment  his  benefits,  and  at  the  same 
time  the  worker’s  dignity  and  independ¬ 
ence  are  preserved. 

We  should  expand  our  social-security 
program  in  the  size  of  benefits  and  the 
extent  of  coverage,  so  that  the  economic 
hardships  due  to  unemployment,  old  age, 
sickness,  and  disability  can  be  combated 
more  forcibly.  A  very  extensive  study, 
evaluation,  and  correction  of  the  old-age 
and  survivors  insurance  provisions  have 
been  carefully  considered  with  a  pressing 
relationship  to  the  problems  of  economic 
security  and  dependency. 

In  the  hearings  before  the  Committee 
on  Ways  and  Means  the  overwhelming 
weight  of  testimony  was  for  the  broad 
proposition  that  the  Social  Security  Act 
framework  is  solid  ground  upon  which 
we  can  widen  the  scope  and  increase  the 
protection  afforded  by  both  the  old-age 
and  survivors  insurance  and  public- 
assistance  program. 

The  Congress  is  now  confronted  with 
the  tremendous  decision  of  combating 
the  serious  threatening  of  our  economic 
well-being.  There  is  an  immediate 
necessity  to  strengthen  the  foundation 
of  the  social-security  system  before  it 
is  undermined  by  the  lack  of  proper  pro¬ 
tection  and  coverage. 

Revision  of  the  social-security  law  so 
that  increased  payments  may  be  paid  to 
beneficiaries  is  a  matter  of  prime  im¬ 
portance.  It  should  be  done  without 
delay.  The  necessities  of  those  who 
come  with  the  law  is  immediate.  There¬ 
fore,  Congress  should  act  immediately  to 
relieve  them.  There  is  no  good  and  suf- 
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ficient  reason  to  justify  further  delay. 
If  it  is  not  acted  upon  by  Congress  before 
it  takes  a  recess,  then  this  will  mean  that 
probably  a  year  will  elapse  before  any 
additional  help  will  become  available,  as¬ 
suming  that  the  bill  is  passed,  and  I  cer¬ 
tainly  hope  it  will  be. 

The  correspondence  which  I  receive 
leaves  no  doubt  of  the  necessity  of  in¬ 
creasing  benefits  to  the  aged  and  other 
beneficiaries  coming  within  the  provi¬ 
sions  of  the  present  law.  It  is  impossible 
for  them  to  exist  on  any  proper  standard 
of  living,  with  the  meager  benefits  now 
being  paid. 

It  has  now  been  10  years  since  there 
was  any  general  overhauling  of  the  law. 
Since  that  time  the  cost  of  living  has 
reached  unparalleled  heights.  The  pay¬ 
ments  of  the  act  now  in  force  do  not 
meet  the  need  that  exists.  Furthermore, 
the  limited  amount  the  present  law  per¬ 
mits  beneficiaries  to  earn  to  add  to  the 
insufficient  amounts  they  receive  is  not 
sufficient.  Certainly,  we  do  not  wish  our 
aged  to  be  required  to  live  on  a  sub¬ 
standard  basis.  Our  national  wealth  and 
resources  have  been  literally  poured  out 
to  aid  those  in  less-favored  countries 
who  have  experienced  the  ravages  of  war. 

It  is  well  that  we  should  help  them, 
but  there  is  no  reason  that  we  should 
neglect  or  overlook  the  needy  in  our  own 
land.  It  is  our  bounden  duty  to  care  for 
them  in  a  way  that  will  remove  the 
actual  distress  they  now  experience. 

The  problems  of  old  age  are  as  old  as 
the  human  race.  Man  lives  by  work  and 
when  his  capacity  for  work  decreases,  or 
when  profitable  employment  cannot  be 
found,  many  individuals  cannot  pur¬ 
chase  the  bare  necessities  of  life. 

In  ancient  times  when  man  wandered 
from  place  to  place  in  search  of  game 
and  other  foods  he  had  little  time  to  care 
for  the  aged.  He  had  less  inclination  to 
share  his  meager  food  supply  with  those 
no  longer  able  to  join  in  the  chase.  Old 
people  were  left  to  die  alone  by  the  side 
of  the  trail. 

Under  the  influence  of  the  Christian' 
admonition  to  “Honor  thy  father  and 
thy  mother  that  thy  days  may  be  long 
upon  the  land  which  the  Lord  thy  God 
giveth  thee,’’  the  peoples  of  much  of  the 
world  developed  a  new  appreciation  of 
older  people. 

The  depression  made  our  people  con¬ 
scious  of  the  needs  of  older  people. 
Widespread  unemployment  decreased 
wages,  shrinkage  of  local  taxes  made  it 
impossible  for  either  individuals  or  local 
governments  to  support  the  older  unem¬ 
ployed.  State  after  State  adopted  laws 
to  provide  old-age  pensions. 

Finally,  the  Social  Security  Act  was 
passed  by  Congress,  and  for  the  first  time, 
the  Federal  Government  had  a  plan 
whereby  a  portion  of  our  people  could 
lay  up  a  reserve  to  be  paid  them  in  old 
age.  Everyone  realized  that  this  act  was 
only  a  step  toward  a  full  solution  of  the 
problem. 

The  House  Ways  and  Means  Commit¬ 
tee  voted  out  a  major  revision  of  the 
Social  Security  Act,  H.  R.  6000,  boosting 
maximum  family  benefits  from  $85  to 
$150  a  month  and  extending  coverage  to 
11,000,000  new  workers. 


The  bill  was  combined  with  one  grant¬ 
ing  an  additional  $256,000,000  a  year  to 
help  the  needy.  Under  the  bill  the 
2,600,000  persons  now  receiving  old-age 
and  survivors  insurance  benefits  would 
get  an  average  monthly  increase  in  bene¬ 
fits  of  70  percent. 

The  average  primary  benefit  of  about 
$26  a  month  would  be  increased  to  nearly 
$45. 

The  social-security  tax  would  be  raised 
from  1  to  lVi  percent  each  for  workers 
and  employers  during  1950,  2  percent 
from  1951  through  1959,  and  3%  percent 
by  1970. 

The  part  of  the  worker’s  annual  in¬ 
come  subject  tp  the  tax  would  be  raised 
from  $3,000  to  $3,600.  This  would  raise 
the  annual  maximum  tax  for  individuals 
next  year  from  $30  to  $54;  and  to  $72  in 
1951. 

The  number  of  persons  covered  by  the 
social  security  would  rise  from  the  pres¬ 
ent  35,000,000  to  46,000,000. 

Benefits  in  the  revised  plan  are  in¬ 
creased  150  percent  for  the  lowest  benefit 
groups  and  50  percent  for  the  highest. 
Persons  now  getting  the  minimum  of  $10 
a  month  would  get  $25.  A  person  now 
eligible  to  get  $45  would  get  $64. 

Lump-sum  death  payments  would  be 
made  for  all  insured  deaths.  Such  pay¬ 
ments  are  now  limited. 

A  new  formula  is  provided  for  comput¬ 
ing  retirement  benefits,  almost  doubling 
the  average  of  benefits  payable  now. 

Disability  insurance  would  be  extended 
to  all  persons  covered  by  old-age  and 
survivors  insurance.  Workers  perma¬ 
nently  and  totally  disabled  would  have 
their  benefits  computed  on  the  same  basis 
as  for  old-age  benefits,  but  no  payments 
would  be  made  to  dependents  of  such 
workers. 

It  would  seem  academic  to  me  that 
this  great  country  which  has  one-six¬ 
teenth  of  the  world’s  population,  one- 
sixth  of  its  territory,  enjoys  seven-tenths 
of  the  world’s  trade,  owns  85  percent  of 
the  world’s  automobiles,  has  60  percent 
of  the  world’s  life  insurance,  has  59  per¬ 
cent  of  the  steel  capacity,  owns  54  per¬ 
cent  of  all  the  telephones,  48  percent  of 
all  radios,  46  percent  of  the  electric 
power,  with  the  most  schools  and 
churches  and  the  best  health  record  in 
the  world,  should  be  willing  to  provide 
meager  subsistence  for  the  millions  of 
aged. 

Statistics  will  never  present  the  mass 
of  human  tragedies  among  those  men 
and  women  who  have  worked  to  make  our 
country  a  great,  wealthy  nation,  and  who 
must  now  face  the  prospect  of  poverty  in 
old  age.  Certainly  this  country  can  de¬ 
vise  a  realistic  system  to  provide  self- 
respecting  security  to  those  whose  pro¬ 
ductive  effort  has  contributed  so  much 
to  our  well-being. 

The  passage  of  H.  R.  6000  will  be  one  of 
the  great  forward  steps  taken  to  give 
financial  security  to  the  countless  num¬ 
ber  of  people  that  have  made  America 
possible. 

Under  the  provisions  of  this  measure 
veterans  of  World  War  II  would  be  given 
wage  credits  under  the  old-age,  survivors’ 
and  disability  insurance  program  of  $160 
per  month  for  the  time  spent  in  military 


service  between  September  16,  1940,  and 
July  24,  1947. 

Under  this  new  bill  persons  who  estab¬ 
lish  their  own  businesses  following  a  pe¬ 
riod  of  covered  employment  will  con¬ 
tinue  to  receive  the  same  protection  they 
formerly  enjoyed,  i.  e.,  the  garage  me¬ 
chanic  who  opens  his  own  place  of  busi¬ 
ness  following  a  period  of  time  during 
which  he  was  employed  by  someone  else 
will  still  be  covered  by  the  Social  Secu¬ 
rity  Act.  Under  present  regulations  his 
coverage  would  be  terminated  at  the  time 
he  established  his  own  business. 

About  3,800,000  employees  of  State  and 
local  governments  will  be  afforded  social - 
security  coverage,  if  the  State  enters  into 
a  voluntary  compact  with  the  Federal 
Security  Agency,  provided  that  such  em¬ 
ployees  who  are  under  an  existing  retire¬ 
ment  system  shall  be  covered  only  if  such 
employees  and  adult  beneficiaries  of  the 
retirement  system  shall  so  elect  by  a  two- 
thirds  majority. 

I  therefore  earnestly  plead  with  this 
House  to  give  a  moral  lift  to  the  people  of 
the  United  States  by  passing  H.  R.  6000. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Wash¬ 
ington  [Mr. 'Holmes]. 

Mr.  HOLMES.  Mr.  Chairman,  the 
population  of  our  country  is  growing 
older,  and  this  increase  in  proportion  of 
older  people  to  our  over-all  population 
is  one  of  the  most  important  problems 
this  country  is  facing. 

From  a  more  than  casual  study  of  this 
problem  some  startling  facts  come  to  the 
surface.  Some  150  years  ago  one-half 
of  our  population  was  less  than  16  years 
of  age.  Now  the  average  age  of  our  popu¬ 
lation  is  30.  By  good  authority,  it  is  es¬ 
timated  the  average  age  of  our  popula¬ 
tion  by  1975  will  be  35. 

In  1900  3,000,000  of  our  population 
were  65  years  of  age  or  older.  Today 
it  is  estimated  there  are  11,000,000  people 
65  and  over,  and  in  1975  it  is  estimated 
there  will  be  18,000,000.  In  other  words, 
by  1975  the  old  will  have  become  5  or  6 
times  as  numerous  as  they  were  in  1900. 

Let  us  look  at  some  of  the  reasons  af¬ 
forded  by  vital  statistics  why  the  average 
age  of  Americans  is  rising.  In  1800  there 
were  1,342  children  under  5  years  of  age 
per  1,000  women  aged  between  the  years 
of  20  and  44.  By  1940  the  number  was 
only  419. 

Again,  Americans  live  longer.  With 
the  great  improvement  in  sanitary  con¬ 
ditions  and  the  findings  of  medical 
science,  our  longevity  has  been  increased. 
In  1900  life  expectancy  at  best  was  ap¬ 
proximately  50  years.  By  1940  it  was  62 
years,  and  at  present  it  is  estimated  to 
be  a  few  years  higher. 

Again,  the  tenfold  rise  in  the  standard 
of  living  in  the  past  150  years  has  made 
possible  advances  in  education,  science, 
and  medicine,  which  directly  affect  the 
length  of  life  and  in  turn  raise  living 
standards. 

These  facts  present  us  with  a  real  prob¬ 
lem,  and  it  appears  wise  and  necessary 
to  meet  the  real  problem  realistically. 

The  bill  before  us,  H.  R.  6000,  was  a 
combination  of  the  two  bills  H.  R.  2892 
and  H.  R.  2893,  which  were  originally 
introduced  as  separate  bills.  They  are 
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now  combined  in  one  bill,  H.  R.  6000. 
H.  R.  2892  took  care  of  the  public  assist¬ 
ance  program,  namely,  the  public  assist¬ 
ance  to  the  aged,  to  dependent  children, 
to  the  blind,  and  to  a  new  category,  those 
permanently  and  totally  disabled  and  in 
need.  The  original  bill  H.  R.  2893  took 
care  of  the  old-age  survivors  insurance 
program. 

I  voted  to  report  the  bill  H.  R.  6000 
out  of  the  Ways  and  Means  Committee 
and  I  shall  vote  for  the  final  passage  of 
the  bill.  I  do  believe,  however,  there  are 
some  defects  in  the  bill  that  could  be 
greatly  improved  by  suggestions  made  in 
the  minority  report  and  by  the  Kean  bill, 
namely,  H.  R.  6297.  These  are  my  rea¬ 
sons.  The  Kean  bill  contains  the  same 
increase  in  benefits  for  those  now  retired 
under  old-age  and  survivors’  insurance 
as  does  the  administration  bill.  It  con¬ 
tains  the  same  increase  in  benefits  for 
those  on  the  assistance  program  as  does 
the  administration  bill.  . 

It  does,  however,  maintain  a  lower  tax 
rate  for  the  American  people  over  a  long¬ 
er  period  of  time,  and  hence  I  think,  as 
an  adjusted  tax  rate,  it  is  more  nearly  in 
relation  to  reality.  It  is  one  thing  to 
raise  a  tax  and  assume  that  this  will  get 
the  necessary  revenue.  It  is  another 
thing  to  have  a  tax  rate  that  will  bring 
in  that  revenue  to  keep  the  trust  fund  In 
such  condition  and  in  such  a  financial 
position  as  to  be  able  to  meet  the  obliga¬ 
tion  of  the  bene^ts. 

If  this  system  gets  to  the  point  where 
it  is  not  on  a  sound  financial  basis  the 
benefits  will  be  just  paper  values.  The 
Kean  bill  would  provide  for  higher  bene¬ 
fits  for  those  who  are  occasionally  laid 
off  by  basing  the  amount  of  benefits  on 
the  best  10  consecutive  years  of  their 
employment.  This  would  provide  foo 
higher  benefits  for  those  occasionally  laid 
off  and  for  those  who  need  it  most.  And 
in  the  face  of  fluctuating  employment 
and  unemployment  I  think  it  is  an  ex¬ 
tremely  important  point. 

H.  R.  6297  would  correct  the  provisions 
in  the  administration  bill  which  gives  to 
the  Treasury  Department  and  the  Fed¬ 
eral  Security  Administration  the  right 
to  determine  what  rate  of  social  security 
tax  a  person  should  pay  by  giving  those 
agencies  authority  to  determine  who  is 
self-employed  and  who  is  an  employee. 
This  is  an  important  point,  for  employee 
and  self-employed  do  not  pay  the  same 
tax  rate.  This  problem,  I  believe,  can 
best  be  handled  by  using  the  approach  of 
going  over  the  various  groups  in  the  twi¬ 
light  zone  where  there  can  be  arguments 
on  both  sides  to  determine  specifically 
and  clearly  whether  those  groups  are 
self-employed  or  employees. 

I  believe  we  should  study  the  specific 
groups  in  the  twilight  zone  and  determine 
through  normal  parliamentary  and  com¬ 
mittee  procedure  whether  those  specific 
groups  should  be  classified  as  employees 
or  employers.  That  is  my  interpretation 
of  the  additive  approach  and  that  is  the 
interpretation  I  put  on  the  approach  un¬ 
dertaken  in  the  Kean  bill.  I  think  this 
procedure  would  more  clearly  define  the 
areas  of  disagreement  and  not  leave  it 
entirely  to  administrative  regulation. 

In  other  words,  experts  in  social  se¬ 
curity  use  the  additive  approach  just  as 


much  as  experts  in  social  security  use  the 
administrative  approach.  I  think  that 
the  additive  approach  is  a  more  clearly 
defined  approach  to  the  handling  of  this 
problem.  I  give  you  these  reasons  as  one 
who  is  strongly  in  favor  of  broadening 
our  social-security  insurance  program 
and  increasing  the  benefits,  for  I  believe 
it  is  the  sound  way  of  picking  up  savings 
during  the  earning  power  of  a  person’s 
life  to  help  to  pay  for  adequate  bene¬ 
fits  at  the  retirement  age  of  65  or  over. 
I  also  believe  to  go  into  permanent  and 
total  disability  insurance  is  something 
that  we  should  be  extremely  cautious 
about.  The  Advisory  Council  which  has 
been  given  great  weight  by  the  people  on 
the  administrative  side  of  the  bill  work¬ 
ing  with  the  Senate  Finance  Commit¬ 
tee — not  Senators,  but  experts  in  the  field 
or  social  insurance — are  very  cautious 
about  recommending  total  and  per¬ 
manent  disability  insurance  first  be¬ 
cause  of  its  history  and  because  no  one 
knows  how  much  it  will  actually  cost.  It 
may  be  of  such  tremendous  cost  that  it 
would  jeopardize  the  entire  program  of 
social  insurance.  . 

The  Kean  bill  does  not  disregard  those 
totally  and  permanently  disabled  and  in 
need,  but  handles  them  through  the  pub¬ 
lic-assistance  provisions  of  the  bill.  I 
think  it  would  be  well  to  see  how  more 
conclusively  the  total-  and  permanent- 
disability  program  for  those  in  need 
works  out  through  the  public-assistance 
approach  than  to  go  headlong  into  total 
and  permanent  disability  insurance,  in 
the  face  of  its  history  and  in  the  face  of 
the  cautious  recommendations  of  the 
Advisory  Council. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Washington  [Mr. 
Holmes]  has  expired. 

Mr.  SIMPSON  of  Pennsylvania.  Mr. 
Chairman,  I  yield  10  minutes  to  the  gen¬ 
tleman  from  New  Jersey  [Mr.  Hand]. 

*  IMPROVEMENTS  IN  OUR  SOCIAL  INSURANCE 
PROGRAM 

Mr.  HAND.  Mr.  Chairman,  during  the 
5  years  that  I  have  been  in  Congress,  and 
even  before,  I  have  consistently  and  con¬ 
stantly  advocated  that  our  social-secu¬ 
rity  system  be  broadened  to  cover  mil¬ 
lions  not  now  protected,  and  that  the 
payments  under  it  be  increased  to  meet 
the  greatly  increased  costs  of  living. 

In  1946  I  spoke  in  the  House  in  an  at¬ 
tempt  to  get  the  Seventy-ninth  Congress 
to  act.  I  said  then,  in  part: 

Mr.  Speaker,  sometimes  it  seems  to  me  that 
there  has  developed  an  attitude  that  we  can 
afford  everything  else  except  the  care  of  our 
own  people.  Hundreds  of  millions,  yes,  bil¬ 
lions  of  American  dollars  have  been  spent  in 
an  attempt  to  bring  some  measure  of  health 
and  security  to  peoples  all  over  the  world, 
but  we  hesitate  about  bringing  a  measure 
of  health  and  security  to  our  own  people. 
If  we  can  spend  *  *  *  for  the  necessi¬ 

ties  of  life  for  foreign  people,  including  our 
late  enemies,  we  certainly  should  not  quibble 
over  adequate  social  secutiry  for  loyal  citi¬ 
zens  here  at  home  who  have  helped  mate¬ 
rially  to  bring  this  country  to  the  great  and 
strong  position  it  now  occupies. 

For  a  long  time  Congress  did  little,  or 
nothing,  about  the  problem.  The  Demo¬ 
cratic  Seventy-ninth  Congress  passed 
one  or  two  amendments  of  small  conse¬ 
quence,  and  it  must  be  confessed  that  the 


Eightieth  Congress,  while  making  some 
substantial  improvements,  did  not  really 
come  to  grips  with  the  problem. 

At -last,  we  are  given  the  opportunity 
to  make  some  much-needed  improve¬ 
ments  in  the  system,  and  the  bill  before 
us  does  that. 

Certainly,  I  do  not  approve  of  every 
provision  in  the  pending  legislation.  In 
some  respects  it  may  go  too  far;  in  oth¬ 
ers  it  may  not  go  far  enongh — but  it  is 
seldom  possible  that  any  bill  before  us 
meets  with  the  complete  approval  of  each 
of  the  435  Members  of  the  House. 

Mr.  Chairman,  it  is  to  be  regretted  that 
legislation  of  such  great  importance 
must  be  considered  under  a  gag  rule.  It 
is  true  that  4  days  of  debate  have  been 
allowed,  but  it  is  equally  true  that  there 
is  no  sense  in  providing  all  that  time  for 
debate  when  Members  are  precluded 
from  offering  any  amendments.  There 
is  nothing  sacred  about  this  particular 
bill  which  is  reported  by  the  committee, 
apd  it  is  wrong  in  principle  that  the 
Members  of  the  House  are  prevented 
from  offering  their  own  ideas  on  this 
subject.  It  was  for  this  reason,  of  course, 
that  I  voted  against  the  gag  rule,  but 
since  it  was  adopted  by  the  majority 
controlled  by  the  administration,  we 
have  no  real  alternative  than  to  take 
this  bill  as  it  is,  or  reject  it  entirely.  I 
prefer  to  take  the  bill. 

It  includes  many  provisions  of  the  ut¬ 
most  importance.  Very  briefly,  it  does 
this: 

First.  It  extends  coverage  to  approxi¬ 
mately  11,000,000  new  persons  not  now 
covered.  It  brings  under  the  protection 
of  the  act  self-employed  persons  other 
than  certain  professional  groups,  who  did 
not  wish  to  be  included.  It  covers  em¬ 
ployees  of  State  and  local  governments, 
but  only  if  the  State  enters  into  an  agree¬ 
ment  with  the  Federal  Government,  and 
then  only  if  the  employees  vote  to  be  in¬ 
cluded  by  two- thirds  majority.  It  cov¬ 
ers  domestic  servants,  and  altogether, 
as  I  have  indicated,  it  extends  the  protec¬ 
tion  of  this  important  social  insurance  to 
about  11,000,000  additional  Americans. 

The  act  does  include  certain  salesmen 
and  independent  activities  which  are  not 
employment.  I  think  this  is  a  mistake, 
which  I  trust  may  be  cured  before  the 
final  law  is  adopted. 

Second.  It  liberalizes  payments.  About 
2,500,000  persons  will  have  their  pay¬ 
ments  increased  70  percent  on  an  aver¬ 
age.  In  the  lowest  benefit  groups,  pay¬ 
ments  are  increased  by  150  percent. 

Third.  It  removes  the  limitation  of 
$14.99  on  earnings.  This  is,  perhaps,  one 
of  the  most  important  features  of  the  bill. 
Heretofore,  if  a  beneficiary  earned  as 
much  as  $15  per  month,  he  was  ex¬ 
cluded  from  the  benefits  of  coverage. 
Now,  one  may  earn  up  to  $50  per  month 
without  losing  the  benefits. 

Fourth.  It  protects  veterans.  Prior  to 
this  bill,  World  War  II  veterans  were  not 
given  wage  credits  for  their  time  neces¬ 
sarily  spent  in  the  service.  Under  this 
bill,  World  War  II  veterans  are  given  an 
arbitrary  wage  credit  of  $160  per  month 
for  all  time  spent  in  military  service  from 
September  16,  1940,  to  July  24,  1947. 

Mr.  Chairman,  I  hope  I  can  take  some 
measure  of  personal  pride  in  this  provi- 
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sion  because  it  is  an  incorporation  of  my 
own  bill  introduced  in  the  Seventy-ninth 
Congress  some  4  years  ago,  and  I  have 
been  working  on  it  ever  since.  Veterans, 
without  this  provision,  were  discrimi¬ 
nated  against,  because  the  interruption 
of  their  employment  due  to  the  war  was 
certainly  no  fault  of  theirs.  The  bill 
cures  this  discrimination. 

Fifth.  Permanent  disability  benefits. 
The  bill  provides  for  the  first  time  that 
all  persons  covered  by  this  insurance  pro¬ 
gram  will  be  protected  against  the  hazard 
of  enforced  retirement  by  reason  of  per¬ 
manent  and  total  disability. 

All  in  all  the  bill  presents  us  with  a 
notable  broadening  and  improvement  of 
the  social-security  system,  and  is  the  end 
of  a  long  fight  for  this  purpose. 

I  again  express  my  I’egret  that  we  are 
obliged  to  consider  the  measure  under  a 
gag  rule  and  on  a  take-it-or-leave-it 
basis.  I  regret  that  the  membership  has 
not  had  the  opportunity  of  presenting 
amendments  or  other  plans  as  an  alter¬ 
native  to  the  pending  legislation.  Never¬ 
theless,  I  am  wholly  unwilling  to  reject 
the  improvements  that  are  offered,  and 
I  shall  certainly  support  the  bill. 

Mr.  LYNCH.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Minnesota  [Mr.  McCarthy], 

(Mr.  MCCARTHY  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MCCARTHY.  Mr.  Chairman,  in 
his  social -security  message  to  the  Eight¬ 
ieth  Congress,  President  Truman  asked 
that  Congress  increase  benefits  under  the 
old-age  and  survivors  insurance  program 
by  at  least  50  percent.  The  President 
asked  that  the  insurance  system  be  ex¬ 
tended  “as  rapidly  as  possible”  to  the 
20,000,000  persons  then  excluded  from 
coverage  under  the  act.  He  recom¬ 
mended  that  our  social-insurance  system 
be  broadened  to  include  insurance 
against  loss  of  earnings  due  to  disability. 
He  asked  that  the  wage  base  for  contri¬ 
butions  and  benefits  be  raised  from  the 
first  $3,000  to  the  first  $4,800  of  the  work¬ 
er’s  total  annual  earnings.  He  urged 
that  the  date  for  increasing  the  tax  rate 
from  1  percent  to  1%  percent  should  be 
moved  forward  from  January  1,  1950,  to 
January  1,  1949. 

And  which  of  you,  if  he  ask  his  father 
bread,  will  he  give  him  a  stone?  Luke  11:  11. 

President  Truman  asked  the  Eightieth 
Congress  for  bread.  Bread  for  those 
who  under  the  law  were  receiving  an 
average  of  about  $25  per  month  under 
old-age  and  survivors  insurance.  What 
was  he  given  by  the  Eightieth  Congress? 
The  Eightieth  Congress  answered  by 
passing  two  bills  over  the  President’s 
veto.  Public  Law  492  excluded  certain 
newspaper  vendors  from  the  coverage  of 
the  program. 

Public  Law  642  amended  the  definition 
of  employee  so  as  to  take  out  from  under 
the  coverage  of  the  law  those  who  were 
not  employees  under  the  old  common- 
law  rules — approximately  750,000  per¬ 
sons  were  affected. 

Or  a  fish,  will  he  for  a  fish  give  him  a 
scorpion?  Luke  11:  11. 

Instead  of  broadening  social  security 
as  the  President  requested,  coverage  was 
cut  back.  Instead  of  increasing  the 


percentage  payments,  as  the  President 
recommended,  and  as  the  original  So¬ 
cial  Security  Act  of  1935  provided,  the 
contribution  rate  was  again  frozen  at  1 
percent  through  1949.  No  provision  was 
made  for  disability  insurance,  for  in¬ 
crease  of  benefits  under  the  old-age  and 
survivors  insurance  program,  nor  was 
the  wage  base  for  contributions  raised. 

On  January  5,  1949,  the  President 
spoke  again,  this  time  to  the  Eighty- 
first  Congress.  He  asked  for  an  exten¬ 
sion  of  social-security  coverage.  He 
asked  for  increased  benefits  and  for  aid 
to  the  disabled.  H.  R.  6000  is  the  an¬ 
swer  of  the  House  of  Representatives. 
The  President  has  asked  for  bread  and 
we  are  giving  him  bread.  Perhaps  not 
a  whole  loaf,  but  in  the  measure  that  is 
practicable  and  possible  at  this  time.  By 
this  bill  coverage  is  extended  over  ap¬ 
proximately  11,000,000  more  American 
people.  Benefits  are  raised  by  about  70 
percent  from  an  average  monthly  pay¬ 
ment  of  approximately  $26  to  an  average 
monthly  payment  of  about  $44.  The 
permanently  and  totally  disabled  are 
provided  for.  The  income  allowed  be¬ 
fore  deduction  is  increased  from  $15  per 
month  to  $50  per  month.  The  financial 
base  of  the  whole  program  is  greatly 
strengthened  first  by  increasing  the  tax¬ 
able  base  from  $3,000  to  $3,600  and  by 
providing  for  an  increase  in  the  rate  of 
social-security  tax. 

The  passage  of  this  act  will  mark  a  very 
definite  step  forward  in  the  movement  to 
provide  a  minimum  of  economic  security 
for  the  aged  and  disabled.  It  will  fur¬ 
ther  reduce  the  danger  of  economic  in¬ 
security  and  reduce  the  force  of  the 
threat  of  poverty. 

Mr.  LYNCH.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  New  York  [Mr.  McGrath]. 

•  (Mr.  McGRATH  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.)  * 

Mr.  McGRATH.  Mr.  Chairman,  to¬ 
day  the  hopes  of  the  American  men  and 
women  are  raised  higher.  Today  the 
fears  for  the  future  are  allayed.  H.  R. 
6000  continues  the  constant  and  steady 
march  of  legislation  to  make  happy  and 
pleasant  the  days  of  the  working  men 
and  women  that  were  once  fraught  with 
fear. 

Nothing  is  so  unwise  as  hasty  and  rash 
legislation.  Nothing  is  more  conducive 
to  a  sound  America  than  a  gradual  and 
persistent  program  to  aid  those  whom 
unemployment,  ill  health,  or  disability 
has  touched. 

Contrast  the  features  in  H.  R.  6000 
with  the  concept  of  legislative  duty  that 
was  accepted  about  25  years  ago.  When 
the  first  measure  for  old-age  security 
was  introduced  in  the  State  legislature 
at  Albany,  the  sponsor,  recognizing  that 
he  could  receive  practically  no  support 
from  the  floor  and  only  ridicule  from  his 
colleagues,  elected  to  sing  “Over  the  Hill 
to  the  Poorhouse.”  This  action  brought 
down  the  wrath  of  the  Speaker  but  it 
did  dramatize  that  the  only  place  for 
American  citizens  who  had  labored  long 
and  faithfully  in  the  industrial  vineyards 
was  the  road  to  the  poorhouse.  Our 
social  concepts  have  since  been  awak¬ 
ened.  Today  the  almshouses  that  spelled 


doom  and  disaster  and  in  many  in¬ 
stances  meant  the  separation  of  husband 
and  wife,  are  today,  thank  God,  almost 
extinct.  Families  are  kept  together  in 
the  twilight  of  their  lives  because  of  the 
benefits  of  social  security.  The  individ¬ 
ual  States  blazoned  the  way  in  many  in¬ 
stances  and  in  1935  our  Federal  Gov¬ 
ernment  enacted  a  system  of  old-age  in¬ 
surance  for  persons  working  in  industry 
as  a  safeguard  against  the  occurrences  of 
old-age  dependency.  In  1939  Congress 
broadened  considerably  the  protection 
given  to  our  citizens  and  in  the  follow¬ 
ing  years  gradually  the  act  was  extended. 
But  today  we  march  forward  and  with 
H.  R.  6000  bring  the  act  up  to  date,  cor¬ 
rect  some  of  its  difficulties,  strengthen 
it,  and  present  the  most  comprehensive 
and  sound  social  program  that  thus  far 
has  been  written  in  our  Nation’s  annals. 

Social  or  general  justice  is  recognized 
and  put  into  dynamic  action.  This 
measure,  adds  over  11,000,000  people  to 
its  coverage.  In  almost  every  State  and 
Territory  when  this  bill  is  enacted  into 
law,  these  11,000,000  people  will  no  longer 
have  the  fear  and  the  dread  that  has 
hung  over  them  during  the  years  in 
which  they  wondered  what  would  become 
of  them  if  an  economic  emergency  arose. 

In  many  homesteads  people  have  been 
complaining  that  they  could  not  live 
upon  the  receipts  of  social  security.  The 
increase  under  this  act  gives  to  these 
American  citizens  faith  in  our  American 
system. 

But  no  piece  of  legislation,  no  matter 
how  carefully  drawn,  executes  itself. 
Into  the  hands  of  those  to  whom  this 
program  is  entrusted  Congress  will  ex¬ 
pect  and  demand  a  sympathetic  under¬ 
standing  of  the  problems  of  the  people 
for  whom  this  legislation  was  enacted. 

This  bill  is  not  perfect  but  it  does 
approximate  the  very  best  that  can  be 
written  at  this  time.  Subsequent 
amendments  should  keep  our  social-se¬ 
curity  program  up  to  date  and  alive 
to  the  wishes  of  the  electorate.  Many 
who  are  always  ready  to  point  out  the 
isolated  errors  in  democracy  must  now 
recognize  in  the  growth  and  development 
of  social  legislation  that  democracy  does 
work. 

During  the  fall  of  last  year,  many  in 
this  Chamber  pledged  their  solemn  word 
that  Congress  would  pass  a  comprehen¬ 
sive  social-security  act.  Those  of  us  in 
the  House  of  Representatives  have  kept 
our  word.  The  administration  has  lived 
up  to  its  promises  and  we  all  look  for¬ 
ward  to  the  enactment  of  H.  R.  6000 
into  the  law  of  our  land. 

Mr.  LYNCH.  Mr.  Chairman,  I  yield 
15  minutes  to  the  gentleman  from  Geor¬ 
gia  [Mr.  Camp]. 

PERMANENT  AND  TOTAL  DISABILITY  INSURANCE 

Mr.  CAMP.  Mr.  Chairman,  loss  of 
earnings  from  permanent  and  total  dis¬ 
ability  is  a  major  economic  hazard  to 
which  all  gainful  workers  are  exposed. 
On  an  average  day,  2,000,000  persons  are 
unable  to  work  because  of  disabilities 
which  have  continued  for  more  than  6 
months.  These  persons  not  only  suffer 
loss  of  earnings,  but  they  must  also  meet 
the  additional  costs  of  medical  care,  with 
the  resulting  economic  hardship  to  them¬ 
selves  and  their  families  often  being 
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greater  than  that  from  old  age  and  death. 
Yet,  no  protection  is  now  afforded  to  the 
permanently  and  totally  disabled  under 
our  social-security  system.  In  fact,  the 
system  today  actually  penalizes  the  dis¬ 
abled  worker  by  reducing,  or  extinguish¬ 
ing,  his  right  to  old-age  and  survivor 
benefits. 

Under  existing  law,  if  a  worker  in  cov¬ 
ered  employment  becomes  permanently 
and  totally  disabled  even  for  a  brief 
period  of  time,  his  average  wage  is  re¬ 
duced  and  in  turn  his  old-age  benefit  is 
decreased.  Serious  as  such  a  result  may 
be  for  a  worker  and  his  dependents,  the 
extreme  hardship  cases  occur,  however, 
when  workers  become  permanently  and 
totally  disabled  before  they  have  ob¬ 
tained  sufficient  quarters  of  coverage  to 
acquire  a  permanently  insured  status. 
Under  these  circumstances,  a  worker  not 
only  suffers  the  loss  of  income  because 
of  his  disability  but  also  the  loss  of  his 
old-age  benefits  at  age  65  and  survivor 
protection  for  his  dependents,  as  well  a s 
the  contributions  he  has  made  to  the 
system  over  the  years.  Such  is  the  gross 
injustice  that  now  results  for  the  aver¬ 
age  worker  if  he  has  less  than  10  years 
of  coverage  under  the  system. 

H.  R.  6000  would  not  only  protect  the 
old-age  and  survivor  benefit  rights  of  the 
average  worker,  if  he  becomes  perma¬ 
nently  and  totally  disabled,  but  would 
also  provide  him  disability  benefit  pay¬ 
ments.  In  general,  a  person  who  works 
for  wages  or  is  self-employed  and  has 
contributed  to  the  system  continuously 
for  5  years  prior  to  his  disablement  would 
be  eligible  for  monthly  benefit  payments. 
Thus,  protection  would  be  afforded  to 
most  of  the  workers  covered  by  the  sys¬ 
tem  who  through  no  fault  of  their  own 
are  unable  to  continue  as  members  of  the 
labor  force.  Benefits  would  be  paid, 
when  a  worker  needs  them  most,  to  sup¬ 
plement  his  savings  or  other  assets,  in 
meeting  the  extraordinary  expenses  that 
are  always  present  when  serious  illness 
strikes  or  a  major  accident  occurs. 

I  firmly  believe  that  a  social  insurance 
system  should  provide  for  the  payment  of 
cash  benefits  to  workers  who  are  perma¬ 
nently  and  totally  disabled  as  well  as  to 
those  who  suffer  income  loss  because  of 
old  age,  premature  death,  or  unemploy¬ 
ment.  For  the  average  worker  and  his 
family,  a  disability  which  permanently 
excludes  him  from  the  labor  market  is  a 
catastrophic  event.  State  workmen’s 
compensation  laws  provide  protection 
against  the  loss  of  income  from  work- 
connected  disabilities,  but  only  about  5 
percent  of  all  permanent  and  total  dis¬ 
ability  cases  are  of  work-connected 
or.igin.  Diseases  of  the  heart  and  arter¬ 
ies,  cancer,  rheumatism,  arthritis,  kid¬ 
ney  diseases,  and  other  chronic  ailments 
have  become  the  major  causes  of  per¬ 
manent  disability  and  death.  Little  or 
no  protection  is  available  to  the  ordinary 
workingman  against  income  loss  due  to 
these  and  other  serious  illnesses.  When 
a  worker  becomes  permanently  disabled 
he  must  exhaust  his  own  resources,  bor¬ 
row  from  relatives  and  friends,  and  in  a 
high  percentage  of  cases  out  of  necessity 
he  finally,  as  a  last  resort,  must  turn  to 
public  assistance. 


The  common  man  who  earns  his  living 
as  an  employee  or  who  has  a  small  busi¬ 
ness  has  not  and  cannot  provide  his  own 
protection  against  permanent  and  total 
disability.  Who  is  able  to  accumulate 
sufficient  savings  to  meet  the  total  cost 
of  the  basic  necessities  of  life  over  a  pe¬ 
riod  of  disablement  that  may  extend  10, 
or  20,  or  30  years,  or  longer?  Few  persons 
are  able  to  purchase  private  insurance  to 
protect  themselves  against  the  loss  of  in¬ 
come  from  prolonged  disability.  The 
cost  of  such  insurance  is  high  and  the 
terms  on  which  it  is  sold  are  restrictive. 

The  minority  members  of  the  Commit¬ 
tee  on  Ways  and  Means  and  the  spokes¬ 
men  for  the  insurance  companies  who 
testified  at  the  hearings  held  by  the  com¬ 
mittee  oppose  a  social  insurance  program 
covering  permanent  and  total  disability. 
They  cite  the  experience  of  the  insurance 
companies  during  the  depression  of  the 
thirties  in  support  of  their  opposition  to 
the  permanent  and  total  disability  pro¬ 
visions  of  the  bill.  None  of  them,  how¬ 
ever  has  contended  that  the  loss  of  in¬ 
come  due  to  prolonged  disability  is  ade¬ 
quately  protected  today  by  private  in¬ 
surance  policies  held  by  the  workers  of 
America.  They  acknowledge  that  pri¬ 
vate  insurance  contracts  are  not  avail¬ 
able  to  the  average  workingman  at  a  cost 
which  would  enable  him  to  obtain  his 
own  protection  against  this  major  eco¬ 
nomic  hazard.  Regardless  of  this  fact, 
they  offer  public  assistance,  based  on  the 
means  test  approach,  as  the  only  method 
of  providing  payments  to  permanently 
and  totally  disabled  individuals. 

The  Committee  ori  Ways  and  Means 
has  been  fully,  cognizant  of  the  impor¬ 
tance  of  the  experience  of  the  insurance 
companies  in  this  field  and  has  given 
careful  consideration  to  such  experience 
in  formulating  the  permanent  and  total 
disability  program  provided  for  in  H.  R. 
6000.  There  are  many  differences,  how¬ 
ever,  between  private  and  social  insur¬ 
ance  and  the  experience  under  one  is  not 
always  applicable  to  the  other.  Let  us 
take  the  time  to  examine  the  experience 
of  the  insurance  companies  in  writing 
disability  policies  and  see  what  some  of 
these  differences  are. 

First,  a  considerable  portion  of  the 
insurance  companies  difficulties  arose 
from  over-insurance  or,  in  other  words, 
the  granting  of  so  much  potential  dis¬ 
ability  income,  such  as  $300  to  $5000  a 
month,  that  the  insured  individual 
could  well  afford  to  retire  on  the  pay¬ 
ments  available  to  him.  Under  the  pro¬ 
gram  proposed  in  the  bill,  only  a  basic 
floor  of  protection  would  be  provided, 
ranging  from  $25  to  less  than  $70  per 
month  in  the  early  years  of  the.system. 
Even  after  40  years  of  operation,  a 
worker  who  had  earned  $3,600  or  more 
per  year  in  covered  employment  for  this 
period  of  time  would  receive  only  $84  per 
month.  Certainly  these  amounts  will 
not  serve  as  incentives  for  people. to  leave 
their  jobs  and  to  seek  early  retirement. 

Second,  the  eligibility  conditions  under 
insurance  contracts  were  far  more  lib¬ 
eral  than  those  proposed  in  H.  R.  6000. 
Many  policies  provided  benefits  payable 
3  months  after  the  date  of  disability 
and  none  had  a  longer  period  than  6 


months.  The  average  waiting  period 
under  H.  R.  6000  would  be  7  Vi  months 
and  in  no  instance  could  the  waiting  pe¬ 
riod  be  less  than  7  months.  Moreover, 
some  policies  provided  retroactive  ben¬ 
efit  payments  for  the  entire  period  of 
disability,  and  in  other  instances  pro¬ 
vided  increased  payments  after  an  in¬ 
sured  individual  had  been  on  the  benefit 
rolls  for  a  specified  period  of  time.  Both 
of  these  factors  tended  to  encourage 
claims  presentation  by  insured  in¬ 
dividuals. 

Third,  private  insurance  had  a  much 
less  strict  definition  of  disability  than  is 
contained  in  the  bill.  In  general,  the 
policies  covered  presumptive  disability 
so  that  once  an  individual  was  disabled 
for  the  waiting  period,  he  was  presumed 
to  be  totally  and  permanently  disabled. 
Under  the  definition  in  H.  R.  6000  an 
insured  individual  must  not  only  be  dis¬ 
abled  for  the  entire  waiting  period  but 
at  the  end  of  that  time  he  must  be  per¬ 
manently  and  totally  disabled.  He 
would  not  be  eligible  for  disability  bene¬ 
fits  if  the  medical  prognosis  showed  that 
within  a  short  period  of  time  he  would 
be  able  to  engage  in  substantially  gain¬ 
ful  activity.  For  instance,  an  individual 
with  a  broken  leg  might  be  disabled  for 
10  months  and  under  an  insurance  policy 
draw  disability  benefits  for  4  months 
after  a  6  months’  waiting  period.  Un¬ 
der  the  provisions  of  the  bill,  however,  no 
disability  benefits  would  be  paid,  as  it 
would  be  obvious  that  this  individual 
was  not  permanently  disabled. 

Fourth,  the  insurance  companies  did 
not  have  •  administrative  machinery 
comparable  to  that  which  is  now  avail¬ 
able  to  the  Federal  Government,  to 
ascertain  the  activities  of  claimants  of 
disability  benefits.  It  was  relatively 
easy  for  beneficiaries  of  private  disability 
insurance  to  conceal  employment  while 
receiving  benefits.  Such  would  not  be 
the  case  under  the  social-insurance  sys¬ 
tem  proposed  in  the  bill.  Wage  reports 
and  self-employment  income  reports 
would  have  to  be  furnished  the  Federal 
Government  and  even  if  an  insured  in¬ 
dividual  might  be  classified  as  perma¬ 
nently  and  totally  disabled  from  a  med¬ 
ical  standpoint,  no  benefits  would  be  paid 
if  he  had  significant  earnings. 

Fifth,  many  of  the  difficulties  that  in¬ 
surance  companies  encountered  when 
they  were  writing  liberal  disability  in¬ 
surance  policies  arose  because  of  the 
high-pressure  tactics  employed  by  the 
agents  selling  this  type  of  insurance  and 
the  competitive  practices  engaged  in  by 
the  companies  themselves.  During  the 
boom  period  of  the  1920’s,  insurance 
companies  liberalized  their  contracts  so 
as  to  meet  competition,  and  as  a  result 
many  unsound  provisions  and  overly- 
liberal  practices  developed. 

Because  of  the  differences  in  private 
insurance  methods  and  those  of  a  prop¬ 
erly  administered  social-insurance  sys¬ 
tem,  it.  is  the  opinion  of  the  majority  of 
the  Committee  on  Ways  and  Means  that 
the  unfavorable  experience  of  insurance 
companies  in  writing  disability  insur¬ 
ance  in  the  1920’s,  although  important, 
is  not  conclusive  evidence  that  a  con¬ 
tributory  social-insurance  system  can- 
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not  function  satisfactorily.  The  mem¬ 
bers  of  the  committee  who  signed  the 
majority  report  accompanying  the  bill 
are  aware  of  the  problems  that  will  arise 
in  administering  a  permanent  and  total 
disability  program.  We  know  that  the 
determination  of  disability  is  not  as  sim¬ 
ple  as  the  determination  of  death  and 
the  attainment  of  age  65  and,  because 
of  this,  safeguards  to  restrict  the  costs 
of  the  program  are  provided  for  in  the 
bill. 

Although  from  a  social  point  of  view 
it  would  be  desirable  to  pay  higher  bene¬ 
fits  to  disabled  persons  who  have  de¬ 
pendents,  the  committee  did  not  recom¬ 
mend  payments  for  dependents  of  work¬ 
ers  in  order  to  keep  the  cost  of  the  sys¬ 
tem  lew.  This  provision  was  also  recom¬ 
mended  by  the  Advisory  Council  on  So¬ 
cial  Security  to  the  Senate  Committee 
on  Finance  when  it  proposed  a  perma¬ 
nent  and  total  disability  insurance  pro¬ 
gram  in  1948.  (See  Senate  Document 
No.  203,  Eightieth  Congress,  second  ses¬ 
sion,  for  this  and  other  recommenda¬ 
tions  of  the  council  relating  to  perma¬ 
nent  and  total  disability  •  insurance.) 
Moreover,  under  the  bill  the  insured 
status  requirements  for  disability  bene¬ 
fits  would  be  more  stringent  than  for 
benefits  payable  upon  retirement  or 
death.  To  be  eligible  for  disability  bene¬ 
fits  a  worker  would  have  to  have  at  least 
29  quarters  of  coverage  out  of  the  49 
calendar  quarter  period  ending  with  the 
quarter  of  disablement  and,  for  the  pur¬ 
pose  of  testing  recent  attachment  to 
the  labor  market,  he  would  be  required 
to  have  6  quarters  of  coverage  out  of 
the  13-quarter  period  ending  with  the 
quarter  of  disablement.  This  latter  pro¬ 
vision  will  exclude  persons  such  as  vol¬ 
untarily  retired  housewives  and  other 
workers,  who  become  disabled  after  they 
withdraw  from  the  labor  force  and  are 
no  longer  dependent  upon  their  own 
earning  capacity. 

The  level  premium  cost  of  the  perma¬ 
nent  and  total  disability  provisions  of 
the  bill  is  estimated  by  the  committee’s 
actuary  as  one-half  of  1  percent  of  pay 
roll.  The  minority  members  of  the  com¬ 
mittee  do  not  directly  attack  this  esti¬ 
mate,  but  they  set  forth  in  the  minority 
report  what  they  term  to  be  a  fair  esti¬ 
mate  of  the  maturing  cost  of  the  pro¬ 
gram.  This  so-called  fair  estimate  does 
not  exceed  eight-tenths  of  1  percent  of 
pay  roll  even  in  the  year  2990.  In  my 
opinion,  the  estimate  of  the  committee’s 
actuary  is -the  more  accurate  but  even 
if  we  assume  that  the  minority’s  esti¬ 
mate  is  correct,  surely  there  does  not 
exist  a  formidable  enough  difference, 
measured  in  terms  of  covered  pay  roll,  to 
deter  the  Congress  from  providing  pro¬ 
tection  to  the  workers  of  America  against 
the  loss  of  income  from  the  major  eco¬ 
nomic  hazard  of  permanent  and  total 
disability. 

The  opposition  of  the  minority  to  per¬ 
manent  and  total  disability  insurance  is 
reminiscent  of  1935  when  a  contributory 
social-insurance  system  for  payment  of 
benefits  to  aged  retired  workers  was  first 
enacted  into  law.  The  efforts  exerted 
then  to  withhold  protection  against  want 
in  old  age  failed.  I  am  .confident  that  the 
attempts  to  prevent  the  establishment  cf 


a  permanent  and  total  disability  pro¬ 
gram  will  also  fail.  No  one  can  fairly 
deny  the  American  worker  protection 
against  the  economic  hazard  of„  perma¬ 
nent  and  total  disability  through  social 
insurance. 

Mr.  Chairman,  allow  me  to  read  from 
a  sample  of  letters  received  by  Members 
of  Congress  to  show  concretely  the  neces¬ 
sity  for  disability  protection. 

- ,  Tex.,  February  16,  1949. 

As  you  probably  know,  I  have  a  personal 
interest  in  this  bill,  because  I  have  paid  so¬ 
cial  security  for  a  period  of  12  years  in  the 
past  and  had  a.heart  attack  on  November  27, 
1947,  since  which  time  I  have  not  been  able 
to  do  any  work  at  all,  and  the  best  of  doctors 
have  advised  me  that  I  will  be  unable  to 
work  again.  I  am  50  years  of  age.  This 
leaves  me  without  any  source  of  income 
whatever,  and,  frankly,  it  seems  very  unfair 
to  me  that  I  have  paid  social  security  this 
long  and  can’t  draw  any. 

*  *  *  Under  my  condition,  it  is  not 

likely  that  I  will  ever  be  able  to  draw  any  of 
this  money  that  I  have  paid  in  and  if  this 
condition  will  be  of  any  benefit  to  you  to 
encourage  the  passage  of  such  bill,  I  will  be 
more  than  happy  for  you  to  use  it,  not  just 
for  my  benefit,  but  for  the  benefit  of  others 
who  suffer  such  similar  misfortunes. 

I  want  to  commend  you  for  your  action  in 
connection  with  this  matter  because  no  one 
knows  any  better  than  I  do  how  a  person 
personally  feels  about  such  situation.  I 
urge  you  to  do  everything  you  can  to  secure 
the  passage  of  the  bill,  and  if  I  can  be  of  any 
service  in  that  connection,  I  will  be  happy 
to  do  so. 

With  best  wishes  and  kindest  personal  re¬ 
gards,  I  am,  • 

Sincerely. 

- ,  N.  J.,  January  3,  1949. 

I  am  writing  to  ask  you  to  support  a 
change  in  the  social-security  laws. 

At  the  age  of  55  I  became  handicapped  by 
blindness  after  paying  social-security  bene¬ 
fits  from  the  time  the  law  went  into  effect. 

My  contention  now  is  that  a  person  handi¬ 
capped  by  blindness  should  receive  social- 
security  benefits  at  that  time  instead  of  hav¬ 
ing  to  wait  until  they  become  65  years  old. 

I  have  been  handicapped  almost  6  years 
and  shall  have  4  years  before  I  am  65  and 
then  heaven  only  knows  whether  I  will  be 
entitled  to  any  benefits  as  it  will  have  been 
10  years  that  I  did  not  have  deductions  made 
from  my  pay  envelope. 

I  think  you  can  readily  see  what  such  a 
change  in  the  law  would  mean  to  those  be¬ 
coming  handicapped  by  blindness  in  the 
future. 

Thanking  you  for  taking  time  to  read  this 
letter  and  that  you  may  see  your  way  to  ad¬ 
vise  and  support  such  a  change. 

Very  truly. 

Chicago,  III. 

Being  citizens  of  this  country,  I,  as  a  citi¬ 
zen,  would  express  my  opinion  on  benefits 
of  the  Social  Security  Act.  Due  to  an  illness 
of  almost  a  period  of  iy2  years,  I  find  my¬ 
self  in  a  State  where  I  cannot  collect  any¬ 
thing.  'My  illness  of  a  stroke  permits  me 
never  to  work  again  for  the  rest  of  my  life. 
I  am  now  at  an  age  where  I  cannot  collect 
old-age  pension  for  another  6  years.  Now, 
Mr.  President,  coldn’t  there  be  a  law  passed 
where  people  could  collect  disability  pen¬ 
sion?  In  case  of  illness  I  believe  its  highly 
necessary  in  this  country  to  pass  a  law  which 
would  help  people  support  themselves  in 
one  way  or  another. 

It  would  be  greatly  appreciated  if  some 
law  like  that  could  be  passed.  Under  this 
Social  Security  Act,  I  might  find  myself  in 
a  State  where  I  could  never  collect  that, 
in  case  of  death.  Don’t  you  think  it  would 
be  greatly  appreciated  by  me  as  a  citizen, 


and  in  a  case  like  mine,  to  collect  while 
I  am  living?  I  worked  for  over  a  period 
of  20  years  in  this  wonderful  country  of  ours, 
and  now  I  find  myself,  not  being  able  to 
work,  ever,  paying  for  this  social  security 
and  not  being  able  to  get  anything'  out  of 
it,  Mr.  President.  It  could  be  greatly  appre¬ 
ciated  if  you  could  pass  such  a  law  where  you 
could  collect  disability  pension  for  people 
who  are  so  willing  to  support  their  families 
and  cannot  because  of  illness.  I  thank  you, 
Mr.  President. 

Sincerely  yours. 

- ,  Ga.,  February  4,  1949. 

«  *  *  *  * 

Mr.  -  is  my  father,  and  is  suffering 

with  a  severe  heart  ailment;  as  a  matter  of 
fact  there  is  a  grissel  growing  through  his 
heart  and  though  it  grows  slow,  he  isn’t 
able  to  work  and  cannot  draw  his  social  se¬ 
curity  because  he  isn’t  65.  Dad  is  only  58 
and  looks  80;  he  has  had  social  security 
taken  out  on  him  since  social  security  came 
in  effect. 

***** 

We  don’t  want  charity.  When  he  worked 
for  the  money,  the  social-security  organiza¬ 
tion  has  got  of  his,  and  he  needs  it  now; 
you  see  we  children  have  done  everything 
we  could  to  support  dad,  mother,  and  sister, 
and  now  that  my  husband  is  laid  off  from 
his  job,  and  my  youngest  brother,  something 
has  got  to  be  done,  and  we  don’t  want  charity 
if  we  can  help  it. 

With  all  the  children  married  and  having 
heavy  overhead  expenses,  dad  feels  like  he 
is  a  burden  and  grieves  himself  sick.  With 
his  heart  trouble  he  is  likely  to  pass  out 
sooner  than  he  would  if  he  was  independent. 

Knowing  he  has  social  security  that  is 
rightfully  owing  to  him  (which  they  didn’t  * 
hesitate  to  take  out),  he  feels  like  there 
should  be  someone  somewhere  who  could 
help  him  get  it.  My  dad  has  pride  even 
though  his  health  is  gone. 

•  *  *  *  • 

Sincerely. 

- ,  Oreg.,  October  12,  1948. 

The  social-security  laws  are  at  present  on 
the  list  for  expansion.  As  one  who  feels 
the  present  laws  are  inadequate,  I  hope  by 
writing  to  you  that  with  your  assistance  some 
change  may  be  made  that  will  make  it  pos¬ 
sible  to  give  aid  to  a  great  many  deserving 
persons. 

The  experience  I  am  about  to  tell  you  of 
has  probably  happened  to  many  and  I  feel  it 
is  unjust.  My  husband  who  was  employed 
for  all  but  15  months  of  the  10-year  period 
paid  into  social  security  from  an  average 
$180-a-month  salary.  In  1945  because  of  a 
series  of  strokes  suffered  from  high  blood 
pressure,  he  was  totally  disabled.  This  was 
only  5  quarters  away  from  security  coverage. 
As  we  understand  the  law  there  is  no  security 
benefits  because  he  was  forced  to  lose  this  em¬ 
ployment.  My  husband  is  only  54  years  old 
at  present,  unable  to  ever  be  employed  again 
and  in  need  of  my  constant  assistance,  which 
prevents  me  from  being  employed.  Now  even 
if  he  is  permitted  to  live  until  he  is  65  he 
can  claim  no  benefits  from  the  premiums 
deducted  from  his  salary.  Yet  many  men  and 
women  65  who  are  strong  and  well  have  re¬ 
tired  and  are  receiving  assistance  from  the 
fund  which  many  of  the  disabled  have  helped 
to  build.  A  friend  of  ours  now  65  was  totally 
disabled  from  a  serious  heart  ailment  only 
a  short  time  before  he  would  have  completed 
his  40  quarters.  He  is  not  entitled  to  any 
security  assistance  for  which  he  paid. 

There  are  probably  thousands  of  these  in¬ 
dividuals,  some  near  65,  others  who  have  only 
been  under  the  system  for  a  very  short  time. 

I  do  so  hope  that  by  mentioning  this  to  you 
that  you  may  have  something  to  offer  the 
security  committee  when  they  begin  expan¬ 
sion.  It  does  seem  that  some  system  of  per- 
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centage  assistance  could  be  worked  out  to 
benefit  those  who  are  totally  disabled  regard¬ 
less  of  their  age  if  they  have  had  deductions 
made  from  their  pay. 

Sincerely  yours. 


- ,  Wash.,  January  4, 1949. 

***** 

The  matter  I  have  in  mind  in  connection 
with  the  social  security  law  is  this:  What 
happens  tp  the  man  who  becomes  totally  dis¬ 
abled  before  he  reaches  the  age  of  65  years. 

For  example  we  have  here  in  the  hospital 
a  man  48  years  of  age,  who  has  been  employed 
in  an  industry  subject  to  the  law  since  its 
inception  up  to  the  present  time.  It  looks 
very  much  as  though  this  man  may  be  de¬ 
clared  permanently  disabled  and  not  be  able 
to  return  to  his  work.  He  has  three  depen¬ 
dents  besides  himself  with  very  little  Income 
for  future  use.  Under  the  present  social- 
security  law  as  I  understand  it  he  will  have 
to  reach  age  65  years  before  he  can  receive 
any  benefits. 

It  may  not  be  possible  under  the  present 
social-security  law  to  provide  for  cases  as 
stated  above  but  it  certainly  would  be  a 
wonderful  addition  to  the  present  law  if  such 
a  provision  could  be  added  to  the  law. 
***** 

Respectfully  yours. 

Mr.  CRAWFORD.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  CAMP.  I  yield  to  the  gentleman 
from  Michigan. 

Mr.  CRAWFORD.  The  gentleman  is 
from  a  great  farming  State  and  I  am 
also  interested  in  farmers.  Would  he 
give  us  for  the  purpose  of  the  record  the 
reason  why  the  committee  did  not  cover 
farmers  as  such  and  farm  labor? 

Mr.  CAMP.  We  considered  that  sub¬ 
ject  perhaps  as  long  as  any  other  ques¬ 
tion  that  came  before  us.  There  were 
two  or  three  compelling  reasons.  One 
is  the  fact  that  there  is  no  demand  by 
the  farmers  for  it. 

Mr.  CRAWFORD.  In  my  district  I 
have  had  every  indication  that  there  is 
greater  demand  for  this  social-security 
coverage  from  people  out  in  the  farming 
districts  than  in  any  other  part  of  my 
district. 

Mr.  CAMP.  I  mean  by  that,  sir,  no¬ 
body  representing  the  farmers  came  be¬ 
fore  our  committee  during  the  hearings 
and  expressed  their  unequivocal  desire 
for  compulsory  coverage. 

Another  reason  was  the  difficulty  of 
collecting  the  taxes,  not  only  from  the 
farmer  himself  but  from  farm  labor. 
The  farmer  nowadays  does  not  keep 
such. a  good  record  of  his  business  as 
other  businesses.  I  hope  in  the  future 
they  will.  Another  reason  was  that 
farm  labor  to  a  large  extent  is  transient. 
A  man  may  hire  a  bunch  of  fruit  pickers 
or  cotton  pickers  and  never  see  them 
again,  and  that  was  one  of  the  reasons 
why  farmers  were  left  out.  I  think 
farmers  should  be  included.  I  think  that 
the  farmers,  when  they  understand  this 
program,  will  want  to  be  included. 

Mr.  CRAWFORD.  I  join  with  the 
gentleman  in  that,  and  I  think  eventually 
conditions  will  force  them  to  come  in. 
There  will  not  be  a  question  whether 
they  want  to  come  in;  they  will  have  to 
come  in. 

Mr.  CAMP.  Yes;  I  think  so. 

Mr.  EATON.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CAMP.  I  yield  to  the  gentleman 
from  New  Jersey. 


Mr.  EATON.  Newspapers  have  tempo¬ 
rary  correspondents  scattered  through¬ 
out  the  agricultural  sections  who  write  in 
a  little  story  every  so  often.  Are  they 
described  under  this  bill  as  employees 
and  the  employers  subject  to  the  tax? 

Mr.  CAMP.  No.  That  was  discussed 
in  committee,  and  they  are  not  included 
in  the  bill. 

Mr.  EATON.  They  are  not  included 
as  employees  under  the  definition  in  this 
bill. 

Mr.  CAMP.  They  are  not  employees; 
that  is  right. 

Mr.  PRESTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CAMP.  I  yield  to  the  gentleman 
from  Georgia. 

Mr.  PRESTON.  I,  like  some  other 
Members,  have  received  a  good  many 
letters  from  doctors  about  this  bill,  and 
I  wonder  how  {hey  became  confused.  I 
was  informed  from  various  sources  that 
the  doctors  were  not  affected;  that  they 
were  certainly  exempted  as  professional 
people.  I  would  If  :e  to  ask  the  gentle¬ 
man  this  question.  Does  the  bill  in  any 
way  affect  the  practice  of  medicine  or 
affect  doctors? 

Mr.  CAMP.  In  no  way  whatsoever. 
Doctors  are  exempt  as  other  professional 
men  are  from  social  security.  That  was 
done  because  we  found  that  doctors  do 
not  retire  when  they  reach  the  age  of 
65.  I  would  like  to  state  that  the  aver¬ 
age  age  of  retirement  for  all  workers  now 
is  69  rather  than  65.  Many  of  them  con¬ 
tinue  on  and  work  after  they  are  65. 
But,  we  found  that  doctors,  like  lawyers 
and  some  other  professional  men,  are 
not  used  to  retiring  at  the  age  of  65,  and 
that  is  why  they  were  left  out.  I  have 
already  stated  that  there  is  nothing  in 
this  bill  that  has  to  do  with  the  practice 
of  medicine  or  with  doctors  or  with  what 
they  call  socialized  medicine,  and  this  is 
not  the  bill  to  which  they  are  referring. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CAMP.  I  yield  to  the  gentleman 
from  Arkansas. 

Mr.  MILLS.  Is  it  not  also  true  that 
one  of  the  compelling  reasons  why  the 
committee  left  out  this  recommendation 
in  regard  to  medical  care  under  public 
assistance  was  the  argument  made  by 
the  various  State  medical  societies  that 
they  did  not  want  it  in  the  bill? 

Mr.  CAMP.  That  is  right. 

Mr.  MILLS.  I  certainly  agree  with  my 
distinguished  friend  from  Georgia  that 
there  is  nothing  in  this  bill  that  would 
justify  any  opposition  from  doctors. 

Mr.  LANHAM.  Mr.  Chairman,  if  the 
gentleman  will  yield,  have  they  not  con¬ 
fused  that  with  compulsory  health  insur¬ 
ance? 

Mr.  MILLS.  If  the  gentleman  will 
yield,  I  do  not  believe  that  doctors  have 
confused  this  issue  with  compulsory 
health  insurance.  I  think  they  were  con¬ 
cerned  about  inclusion  under  title  II  and 
also  the  medical-care  provisions  of  the 
public-assistance  program  as  in  H.  R. 
2893  introduced  by  the  gentleman  from 
North  Carolina  [Mr.  Doughton]  by  re¬ 
quest. 

Mr.  CRAWFORD.  Mr.  Chairman,  if 
the  gentleman  will  yield  further,  I  think 
the  gentleman  said  something  to  the 
effect  that  at  some  future  date  we  could 
raise  these  rates,  if  necessary.  It  appears 


that  Mr.  Altmeyer  testified  before  the 
committee  in  February  that  there  is  an 
actuarial  deficit  of  something  like  $7,- 
000,000,000  at  the  present  time  under  the 
1  percent  payment. 

Mi-.  CAMP.  That  is  right. 

Mr.  CRAWFORD.  What  is  to  happen 
insofar  as  H.  R.  6000  is  concerned  on  this 
question  of  raising  rates?  Are  we  rais¬ 
ing  the  rates? 

Mr.  CAMP.  We  are  raising  the  rates 
in  this  bill  to  an  amount  sufficient,  ac¬ 
cording  to  the  best  advice  we  could  ob¬ 
tain,  to  take  care  of  the  program  in  the 
future. 

Mr.  CRAWFORD.  And  those  rates 
now  will  be  what? 

Mr.  CAMP.  They  are  stated  in  section 
201  of  the  bill. 

(Mr.  CAMP  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re- 

marks  ^ 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Wis¬ 
consin  [Mr.  Murray], 

(Mr.  MURRAY  of  Wisconsin  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  MURRAY  of  Wisconsin.  Mr. 
Chairman,  I  should  like  to  get  back  to 
this  matter  of  including  the  rural  people 
in  social  security.  As  I  understand,  the 
National  Grange  and  the  Farmers  Union 
went  on  record  in  favor  of  social  security 
for  farmers.  May  I  ask  the  gentleman 
from  Arkansas  [Mr.  Mills]  if  that  is  not 
correct? 

Mr.  MILLS.  During  the  course  of  the 
hearings  both  the  Farmers  Union  and 
the  National  Grange  were  represented 
and  recommended  that  farmers  be  in¬ 
cluded  under  title  II,  as  well  as  farm 
labor.  In  fact,  the  Farm  Bureau  adopted 
a  resolution  at  a  national  convention 
recommending  coverage  for  farm  labor¬ 
ers  when  a  workable  program  for  thi3 
type  of  labor  can  be  formulated,  but  did 
not  take  action  on  any  recommendation 
with  respect  to  farmers. 

Mr.  MURRAY  of  Wisconsin.  The  rea¬ 
son  I  bring  that  up-  is  that  on  yesterday 
a  colleague  from  New  Jersey,  from  a  more 
or  less  industrialized  region,  brought  out 
the  fact  that  the  farmer  is  paying  the 
freight,  and  I  guess  he  is,  because  that 
is  an  old  saying  that  is  heard  in  the 
countryside.  The  farmer  buys  40  per¬ 
cent  of  the  manufactured  goods  of  this 
country.  As  a  matter  of  fact,  he  now 
has  to  pay  a  transportation  tax  on  water. 
He  has  to  pay  it  on  his  milk,  and  that  is 
pretty  nearly  90-percent  water,  so  he  is 
even  paying  a  tax  on  water. 

The  thing  I  wish  to  have  in  the  record 
is  that  this  story  that  the  farmers  do 
not  want  social  security  just  does  not 
stand  up.  It  does  not  stand  up  right 
here,  because  we  have  just  heard  that 
the  National  Grange  and  the  Farmers 
Union  both  have  asked  that  the  farm¬ 
ers  be  included  under  the  Social  Secu¬ 
rity  Act. 

This  is  the  picture,.  ..nd  I  say  this  with 
no  particular  criticism  of  any  individual 
or  group.  Out  of  one  pocket  we  are  pro¬ 
moting  the  family-sized  farm  through 
the  Farm  Home  Administration,  and 
over  the  years  it  has  done  a  splendid 
piece  of  work,  especially  when  you  real¬ 
ize  that  in  this  country  we  are  down  to 
less  than  20  percent  of  the  people  living 
on  the  farms  of  the  United  States.  Yet 
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out  of  the  other  pocket  we  are  putting 
out  funds  to  promote  the  commercial 
type  farms  that  are  putting  the  other 
type  farms  out  of  business.  One  large 
wheat  grower  has  had  a  $250,000  subsidy 
and  one  large  certain  outfit  has  had  over 
$800,000  in  subsidies.  If  we  are  going  to 
have  $7,000,000  farms  such  as  Clayton  & 
Co.  bought  out  in  California  within  the 
last  few  weeks,  and  if  we  are  going  to 
have  million  dollar  farms,  and  expect  the 
family-sized  farmer  to  compete  with 
them,  I  should  like  to  know  how  he  is 
going  to  do  it  if  he  is  not  going  to  have 
any  minimum  wage  nor  any  social 
security. 

You  notice  they  left  the  farmers  out 
of  that  minimum  wage  bill.  To  be  fac¬ 
tual  about  it,  we  have  a  minimum  wage 
in  the  Sugar  Act,  and  that  is  fixed  at 
such  a  low  amount  that  it  really  does 
not  amount  to  much.  Under  the  Sugar 
Act,  even  though  a  member  of  the  Presi¬ 
dent’s  Cabinet  has  the  authority  to  fix 
the  minimum  wage,  he  fixes  it  at  25 
cents  and  at  29  cents  and  at  32  cents  in 
Louisiana  and  60  and  65  cents  in  Colo¬ 
rado  and  California. 

American  agriculture  has  to  face  two 
things.  First  is  the  situation  where  they 
do  not  have  any  minimum  wage.  A  min¬ 
imum  wage  in  operation  for  agriculture 
would  protect  the  man  on  the  family¬ 
sized  farm,  because  his  time  is  worth 
somewhere  near  what  the  minimum  wage 
is.  Secondly,  he  is  not  going  to  be  in¬ 
cluded  under  social  security.  It  is  just 
putting  one  more  insult  upon  another. 

I  think  the  time  has  come  when  one 
class  of  people  that  should  have  been  in 
this  bill  is  the  rural  people,  because  not 
half  the  people  in  a  lot  of  those  rural 
districts  come  under  social  security.  We 
have  many  districts  like  that  in  the 
United  States.  What  do  they  have  to 
look  forward  to?  They  can  look  for¬ 
ward  to  the  time  when  they  get  old,  ahd 
believe  me,  when  you  get  to  be  65  years 
old  you  are  not  going  to  do  too  much 
farming.  All  they  have  to  look  forward 
to  is  that  they  might  have  someone  point 
a  finger  at  them  and  call  them  a  relief¬ 
er,  and  yet  it  all  comes  out  of  the  same 
pot,  more  or  less.  There  is  no  reason  why 
rural  people,  not  only  the  farmers,  but 
the  rural  areas  everywhere  should  not 
be  included  under  the  social-security 
program. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MURRAY  of  Wisconsin.  I  yield. 

Mr.  MILLS.  I  desire  to  congratulate 
the  gentleman  on  the  position  he  has 
taken.  I  recognize  the  gentleman  from 
Wisconsin  as  being  as  well  informed  as 
anybody  in  the  House  of  Representatives 
on  the  desires  of  the  farm  people  and 
what  is  best  for  farm  people  as  far  as 
legislation  is  concerned.  I  congratulate 
the  gentleman.  I  trust  the  gentleman 
has  made  some  investigation  in  his  dis¬ 
trict  and  that  he  knows  the  people  of  his 
district  are  for  coverage. 

Mr.  MURRAY  of  Wisconsin.  I  re¬ 
ceived  but  one  letter  that  was  opposed  to 
social  security  for  farmers.  Of  course,  I 
do  not  know  the  man.  I  do  not  under¬ 
stand  the  circumstances,  but  I  can  see 
why  no  one  wants  to  pay  taxes.  You 
realize  that  human  nature  is  human  na¬ 


ture.  A  man  who  has  many  people  work¬ 
ing  for  him  probably  does  not  like  to  put 
in  his  share  of  it.  But  that  has  nothing 
to  do  with  it.  I  recognize  that  the  rural 
people  should  be  included  and  I  hope  the 
other  body  will  include  them. 

Mr.  CRAWFORD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MURRAY  of  Wisconsin.  I  yield. 

Mr.  CRAWFORD.  We  are  faced  with 
what  I  think  is  a  positively  terrible  sit¬ 
uation,  I  mean  economically  speaking. 
The  steel  board  has  come  out  and  uncon¬ 
ditionally  recommended  that  the  em¬ 
ployer  pay  the  total  amount  for  the  em¬ 
ployee.  It  says  in  substance  “You  peo¬ 
ple  who  have  lived  simply  and  exercised 
thrift  and  invested  your  savings  in  build¬ 
ings,  machinery,  and  tools,  so  that  the 
employees  might  have  a  job,  shall  in  ad¬ 
dition  be  responsible  for  the  employees’ 
social  welfare.” 

Industry  is  accepting  that  proposition, 
as  cockeyed  as  it  is,  because  industrial 
management  knows  that  it  will  add  that 
cost  to  the  price  of  the  goods  to  be  sold 
to  the  farm  people.  It  is  not  a  simple 
thing  to  administer  the  collection  of  a 
tax  for  social  security  and  make  the  rules 
and  regulations  apply  to  the  farm  labor 
and  the  farm  people.  I  know  that.  But 
here  is  a  group  of  people  on  the  farms 
in  this  country  where  the  top  level  men 
in  this  administration  say  “you  must  not 
be  too  much  interested  in  protecting 
their  wage,  I  mean  the  farm  wage,  be¬ 
cause  if  you  do  you  will  overload  the 
budget.” 

Everywhere  you  look  the  scheme  is  run¬ 
ning  contrary  to  the  economic  interest 
and  protection  of  farm  wages,  the  farm 
workers  and  the  farm  operators  and  the 
farm  hired  men.  We  are  not  on  sound 
ground  when  we  kick  out  25  to  30,000,000 
farm  people  and  leave  them  hanging  on 
a  string  which  depends  strictly  on  the 
whims  of  Congress  so  far  as  appropria¬ 
tions  are  concerned.  I  think  we  should 
assume  the  responsibility.  I  certainly 
would  be  a  great  deal  friendlier  to  H.  R. 
6000  or  the  other  bill  if  there  was  some¬ 
thing  in  them  which  would  give  the  farm 
people  a  chance  to  have  a  little  security. 

Mr.  MURRAY  of  Wisconsin.  I  thank 
the  gentleman.  I  am  in  hopes,  I  will 
say  to  my  colleague  from  Michigan, 
knowing  the  interest  he  has  in  this  prob¬ 
lem,  that  the  other  body — I  know  we 
cannot  do  it  here  because  this  comes  to 
us  under  a  closed  rule  where  we  cannot 
amend  the  bill — I  am  in  hopes  that  there 
will  be  enough  interest  there  and  that 
farm  organizations  who  have  appeared 
before  our  committee  will  also  appear  be¬ 
fore  the  committee  of  the  other  body  and 
will  be  able  to  have  their  position  pre¬ 
vail. 

I  just  believe  that  the  great  majority  of 
the  people  will  agree  that  that  should  be 
done  in  the  other  body. 

Mr.  HAYS  of  Arkansas.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  MURRAY  of  Wisconsin.  I  yield. 

Mr.  HAYS  of  Arkansas.  There  is  so 
much  good  in  this  bill  that  I  expect  to 
vote  for  it.  But  I  do  want  to  endorse 
what  the  gentleman  from  Wisconsin  has 
just  said  about  the  gap  that  still  remains 
in  our  social  security  program.  Unless 
that  gap  is  ultimately  filled  a  great  injus¬ 


tice  is  going  to  be  done  to  the  farm  peo¬ 
ple  of  this  country. 

Mr.  MURRAY  of  Wisconsip.  Be¬ 
fore  we  become  a  party  to  furnishing 
company  pensions  and  federal  old-age 
security  under  the  social  security  laws  we 
should  at  least  be  interested  enough  to 
put  all  our  American  people  under  the 
social  security  program. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  has  expired. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Illinois  rMr.  O’Hara!. 

(Mr.  O’HARA  of  Illinois  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  O’HARA  of  Illinois.  Mr.  Chair¬ 
man,  I  am  happy  that  we  in  the  House 
will  pass  the  social-security  bill  before 
we  adjourn.  The  sentiment  of  the  coun¬ 
try  is  so  overwhelmingly  behind  the 
broadening  of  social  security  and  the  ex¬ 
tension  of  its  benefits  that  only  3  of  the 
10  members  of  the  opposition  party  on 
the  Ways  and  Means  Committee  saw 
proper  to  defy  the  popular  will  by  voting 
against  the  reporting  out  of  this  measure. 

Republican  leadership  yesterday 
sought  to  scuttle  the  broadening  and  ex¬ 
tension  of  social  security,  not  by  a  direct 
attack  on  social  security,  but  by  opening 
the  door  for  a  thousand  amendments, 
which  could  not  possibly  be  considered 
in  the  time  of  this  session  remaining,  and 
thus  the  bill  would  die.  I  think  the 
people  of  this  country — the  decent  and 
honest  men  and  women  in  the  ordinary 
walks  of  life  everywhere — by  this  time 
thoroughly  understand  the  reactionary 
strategy  of  keeping  the  face  of  a  friend* 
while  administering  the  poison  of  legis¬ 
lative  paralysis. 

In  the  two  roll  calls  of  yesterday  the 
people  of  America — these  men  and  wom¬ 
en  back  home  whom  we  represent — won 
a  great  and  heartening  victory.  Had  the 
reactionary  strategy  succeeded,  had  the 
result  of  the  roll  calls  been  different,  so¬ 
cial-security  legislation  would  have  been 
as  dead  as  death  itself,  and  those  respon¬ 
sible  for  its  death  would  have  filled  the 
front  pews  at  the  funeral  still  wearing 
the  faces  of  friends. 

No  fair-minded  person  can  say  that 
this  bill  is  not  a  vast  improvement  on  the 
present  social-security  law.  Is  there  a 
man  or  woman  anywhere  in  America  who 
would  say  that  a  worker  stricken,  say,  at 
50  or  55,  by  an  illness  completely  and 
permanently  disabling  him  must  struggle 
on  penniless  and  neglected  until  he  is  65 
before  he  can  receive  1  cent  of  the  social- 
security  benefit  for  which  he  paid  regu¬ 
larly  during  all  his  working  years  prior 
to  his  disabling  illness?  I  am  happy 
that  the  bill  we  will  pass  today,  when  en¬ 
acted  by  the  Senate,  will  serve  to  pencil 
some  sunshine  into  the  dreary  life  of  the 
worker  stricken  down  in  his  prime.  It 
is  a  human  bill,  and  yet  thoroughly  and 
conservatively  sound.  The  provision 
that  I  have  mentioned — minor,  consider¬ 
ing  that  the  number  of  persons  stricken 
in  their  prime  and  permanently  disabled 
is  relatively  small — reflects  the  spirit  of 
the  bill.  .  • 

The  distinguished  chairman  and  the 
members  of  the  Ways  and  Means  Com¬ 
mittee  have  rendered  a  great  service  to 
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the  Congress  and  to  the  country.  We 
know  how  diligently  they  have  worked — 
weeks  and  weeks,  month  after  month, 
often  their  sessions  lasting  into  the  late 
hours  of  the  night.  I  think  the  country 
should  know  a  little  better  how  much 
real  hard,  grinding  work  goes  into  a  bill 
of  the  complicated  and  expansive  nature 
of  the  one  before  us.  Congressmen,  I 
have  found  in  my  brief  service  here,  are 
without  exception  hard  workers,  putting 
in  long  hours  and  getting  practically  no 
rest,  even  on  week  ends.  We  all  will 
agree,  I  know,  that  the  Members  who 
have  been  called  upon  to  do  the  hardest 
work  in  the  Eighty-first  Congress  have 
been  the  chairman  and  the  members  of 
the  committee  which,  as  the  result  of  its 
long  months  of  public  hearings  and  deep 
study,  has  brought  to  us  for  our  approval 
the  bill  which  today  we  will  pass. 

I  have  an  especial  pride  in  the  accom¬ 
plishment  of  this  committee  because  one 
of  its  members  is  a  great  son  of  Illinois, 
my  warm  friend  of  many  years  and  our 
distinguished  colleague,  the  Honorable 
Thomas  J.  O’Brien,  whose  long  years  of 
public  service,  always  with  an  ear  open 
to  the  voice  of  the  common  people,  have 
endeared  him  to  the  people  of  Chicago 
and  of  Illinois. 

As  to  the  bill  before  us,  I  would  have 
it  go  much  further  than  it  does  go,  but 
when  I  consider  that  it  extends  coverage 
to  an  excess  of  11,000,000  of  my  country¬ 
men,  that  it  much  broadens  the  benefits 
and  that  it  is  not  forgetful  even  of  the 
girl  in  domestic  employment  or  the 
worker  suffering  a  stroke  in  his  prime, 
I  am  filled  with  happy  satisfaction  that 
I  am  here  to  give  it  my  vote.  When  later 
the  Senate  has  acted,  and  the  bill  has 
gone  to  conference,  other  provisions 
which  I  should  like  to  see  included  I  hope 
may  receive  favorable  consideration. 

I  do  hope  the  day  will  come,  and  I  be¬ 
lieve  it  will  come  as  certainly  as  the 
dawn  follows  the  night,  when  every  man 
and  woman  in  America  reaching  the  age 
of  60  can  retire  with  a  sufficient  compen¬ 
sation  to  provide  for  a  comfortable  ex¬ 
istence  for  the  remainder  of  the  earthly 
years.  I  have  never  regretted  that  in 
the  days  of  the  original  Townsend  plan 
I  gave  it  encouragement  and  support  as 
being  sound  economically  and  as  pro¬ 
viding  the  answer  to  a  plaguing  question 
raised  by  an  industrial  order  which  con¬ 
sumed  the  youth  and  prime  of  the  work¬ 
ers  and  left  little  opportunity  for  the 
aging.  When  a  human  being  has  worked 
hard  during  all  the  years  doing  a  job  to 
be  done  there  is  a  better  provision  to  be 
made  for  him  than  just  putting  him  in 
a  corner. 

I  am  happy  that  in  the  broadening  and 
extension  of  social  security  we  are  mak¬ 
ing  progress,  and  I  shall  continue  to  sup¬ 
port  with  all  my  heart  the  social-security 
program.  I  shall  also  continue  in  every 
way  to  help  advance  the  day  when  every 
man  and  woman  in  America  on  reaching 
the  age  of  60  can  retire  with  the  assur¬ 
ance  that  the  compensation  to  be  re¬ 
ceived  will  be  sufficient  comfortably  to 
meet  all  the  requirements  of  the  remain¬ 
ing  days. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Wash¬ 
ington  [Mr.  Mack], 


(Mr.  MACK  of  Washington  asked  and 
was  given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  MACK  of  Washington.  Mr.  Chair¬ 
man,  old-age  and  survivors  insurance, 
which  is  now  before  the  Congress,  is 
probably  as  complex  and  complicated  as 
any  legislative  subject  which  will  be  con¬ 
sidered  by  the  Congress  during  the  pres¬ 
ent  session.  Furthermore,  its  proper 
solution  is  as  important  as  anything 
which  will  come  before  the  Congress, 
with  the  exception  of  the  matter  of  pre¬ 
serving  world  jieace. 

I  became  interested  2  years  ago  in 
social  security  when  a  group  of  public 
power  district  workers  approached  me  in 
my  home  city  and  informed  me  that  they 
previously  had  been  employed  for  a  pe¬ 
riod  of  7  year's  by  a  private  power  com¬ 
pany.  Throughout  that  7-year  period 
they  had  paid  old-age  and  survivors  in¬ 
surance  withholding  taxes.  At  the  end 
of  this  7  years  this  private  utility  was 
purchased  by  a  public  power  company. 
Thereafter  these  people,  because  they 
now  were  public  employees,  were  unable 
to  pay  any  social-security  taxes.  Be¬ 
cause  they  were  prohibited  from  paying 
the  withholding  taxes,  they  could  never 
acquire  the  additional  credits  they 
needed  to  qualify  for  an  old-age  pension 
at  age  65.  Their  case  appealed  to  me 
as  constituting  an  injustice. 

Then  a  man  approached  me  who  had 
been,  employed  as  a  clerk  in  a  shoe  store 
for  a  period  of  9  years  and  9  months,  39 
quarters.  At  the  end  of  that  time  he 
was  made  a  partner  in  the  business.  He 
became  a  self-employed  person.  This 
disqualified  him  from  paying  old-age  and 
survivors  withholding  taxes.  A  young 
man  must  have  40  quarters,  or  10  years, 
of  withholding-tax  payments  before  he 
can  get  a  pension.  This  man  could  not 
pay  withholding  taxes,  for  the  self- 
employed  are  barred  under  the  present 
■  law  from  participation.  Therefore,  this 
man,  who  had  paid  taxes  for  9  years  and 
9  months,  was  denied  a  chance  to  get  a 
pension.  The  Government,  furthermore, 
was  going  to  keep  all  the  premiums  he 
had  paid  in,  amounting  to  $570.  That 
was  not  fair. 

Then  I  was  approached  by  a  group  of 
foreign  wars  veterans,  who  called  my  at¬ 
tention  to  the  fact  that  World  War  II 
veterans  are  not  given  any  credit  for 
the  period  they  served  in  the  armed 
services  during  World  War  II.  Since 
they  were  given  no  credit  for  that  period, 
they  might  not  accumulate  the  neces¬ 
sary  40  quarters  of  credits  necessary  to 
secure  a  pension. 

These  three  problems  engrossed  my 
attention,  and  in  seeking  to  find  a  remedy 
for  these  three  injustices  to  these  three 
groups,  I  started  some  research  with  the 
social-security  department  and  the 
Library  of  Congress.  Then,  in  the  spring 
of  1948  during  the  Eightieth  Congress, 
after  considerable  research,  I  introduced 
a  social-security  bill,  four  provisions  of 
which,  or  ones  very  similar  to  them,  are 
contained  in  the  bill  now  under  consid¬ 
eration.  I  reintroduced  that  bill  on  the 
first  day  of  the  present  session  of  the 
Eighty-first  Congress.  My  bill  was 
given  the  number  H.  R.  258.  That  bill 
provides  for  coverage  almost  identical  to 


that  provided  in  the  committee  bill.  It 
provides  for  pensions  but  on  a  slightly 
different  formula  to  that  contained  in 
the  committee  bill.  The  formula  for 
pension  grants,  in  my  bill  is  so  close  to 
that  of  the  committee  bill  that  under  my 
bill  a  $250-a-month  worker,  at  the  end 
of  40  continuous  years  of  coverage,  would 
receive  $77  a  month,  whereas  under  the 
committee  bill  he  would  receive  $78. 
The  difference  is  only  $1  or  a  difference 
of  less  than  2  percent.  My  bill  provided 
that  the  $14.99  limit  on  what  a  pensioner 
may  earn  in  covered  employment  without 
forfeiting  his  pension  for  that  month 
be  increased  to  $50.  There  is  an  iden¬ 
tical  provision  in  the  committee  bill. 

My  bill  also  provided  that  World  War 
II  veterans  shall  have  $160  a  month 
credit  for  the  period  they  were  in  the 
armed  services  during  World  War  II, 
which  is  practically  the  "same  as  a  pro¬ 
vision  contained  in  the  committee  bill. 

While  some  are  prone  to  criticize  the 
committee,  I  am  inclined  to  believe  that, 
on  the  whole,  it  has  done  a  pretty  good 
job  with  a  most  intricate  and  complicated 
piece  of  legislation. 

I  do  not  mean  tff  infer  that  I  agree 
with  everything  that  is  in  the  committee 
bill.  I  do  not.  There  are  provisions  in 
the  committee  bill  which  I  do  not  be¬ 
lieve  should  be  contained  in  it. 

The  definitions  as  to  who  are  employ¬ 
ees  and  who  are  employers  are  not 
spelled  out  very  carefully  or  satisfacto¬ 
rily  in  the  committee  bill.  I  hope  the 
committee  bill,  when  it  goes  to  the  Sen¬ 
ate,  will  be  corrected  in  this  respect.  On 
this  point  the  Kean  bill  is  much  clearer 
and  much  more  satisfactory  in  my 
opinion. 

I  think  the  provisions  in  this  bill,  as 
they  relate  to  disability  protection, 
should  be  carefully  and  searchingly 
studied  particularly  as  to  costs.  Before 
any  bill  is  finally  adopted  by  both  bodies 
it  should  be  determined  that  the  revenues 
to  be  derived  from  withholding  taxes  will 
be  adequate  to  meet  the  costs  of  all  pro¬ 
visions  the  legislation  contains. 

I  am  very  much  disapointed  that  a  ma¬ 
jority  of  this  House  voted  to  bring  this 
bill  out  under  a  gag  rule  that  prohibits 
any  amendments  being  made  to  this  bill. 

This  gag  rule  prohibits  and  prevents 
taking  out  of  this  bill  some  provisions 
that  are  unfair,  unjust,  and  defective. 

For  example,  one  provision  of  this  bill 
excludes  the  publishers  of  20,000  small 
weekly  newspapers  from  enjoying  the 
benefits  of  this  legislation. 

The  publishers  of  daily  newspapers 
are  given  the  protection  of  the  old-age 
and  survivors’  insurance  provided  by  this 
bill.  The  weekly  publishers  are  not. 

The  butcher,  the  baker,  the  grocer,  the 
laundry  owner,  the  garage  operator 
and  every  other  small-business  man  is 
brought  under  the  benefits  of  this  bill  but 
the  small  weekly  newspaper  publisher  is 
not.  That  is  not  right.  This  section 
ought  to  be  stricken  from  the  bill  by  the 
Senate  so  that  weekly  newspaper  pub¬ 
lishers  who,  in  nearly  all  cases  are  small- 
business  men,  can  enjoy  the  benefits  of 
this  legislation. 

The  daily  newspaper  publisher  is  cov¬ 
ered  because  in  most  cases  his  business 
is  incorporated.  The  owners  of  incor- 


14183 


CONGRESSIONAL  RECORD— HOUSE 


October  5 


porated  businesses  are  regarded  under 
the  law  as  employees,  and  as  employees, 
are  covered. 

Pew  weekly  newspaper  operations  are 
incorporated.  The  publishers,  therefore, 
are  self-employed  persons  and  this  bill 
specifically,  on  page  54,  says,  they  are 
barred  from  participating  in  this  in¬ 
surance  protection.  This  is  a  gross  in¬ 
justice  to  the  20,000  weekly  publishers 
of  the  Nation.  I  am  sure  that  if  I  offered 
an  amendment  to  allow  weekly  publish¬ 
ers  this  insurance  it  would  be  overwhelm¬ 
ingly  adopted.  I  cannot,  however,  offer 
such  an  amendment  because  the  gag  rule 
which  has  been  adopted  prevents  me  or 
anyone  else  from  offering  any  amend¬ 
ment. 

RAILROAD  WORKER  INJUSTICE 

This  injustice  to  the  20,000  weekly 
newspaper  publishers  of  America  is  not 
the  only  inadequacy  in  this  bill.  There 
are  many  others  and,  except  for  this 
“gag”  rule,  we  could  offer  amendments 
and  correct  these  injustices. 

One  of  my  constituents  worked  as  a 
locomotive  engineer  4  years  for  a  pri¬ 
vate  logging  railroad.  For  those  4  years 
he  was  under  sociaPsecurity  and  paid 
withholding  taxes  into  the  old-age  dnd 
survivors  insurance  fund.  For  the  next 

4  years  he  worked  as  a  locomotive  engi¬ 
neer  on  the  main  line  of  the  Northern 
Pacific  Railroad.  During  those  4  years  he 
paid  withholding  taxes  into  the  railroad 
retirement  fund  which  is  also  adminis¬ 
tered  by  the  Federal  Government.  Then, 
for  4  years,  he  worked  as  a  post  office 
janitor  and  for  those  4  years  paid  with¬ 
holding  taxes  into  the  Federal  employees’ 
retirement  fund,  which,  like  the  other  two 
funds,  is  administered  by  the  Federal 
Government. 

Now,  this  worker  finds,  that  although 
he  has  paid  withholding  taxes  for  12 
years  into  three  different  Government 
pension  funds,  all  federally  administered, 
that  he  is  not  entitled  to  any  pension 
under  any  of  these  funds  because  he  has 
not  been  under  any  one  of  these  systems 
long  enough  to  qualify  under  any  of 
them. 

This  bill  does  not  correct  the  injustice 
done  this  man  and  it  ought  to.  We  could 
have  corrected  that  injustice,  which  un¬ 
doubtedly  has  been  done  to  thousands 
like  him,  if  this  bill  had  not  come  out 
under  a  “gag”  rule  that  prohibits  amend¬ 
ments. 

APPLE  PACKER  INJUSTICE 

I  know  of  a  man  who  has  worked  in  a 
fruit  packing  plant  for  many  years.  He 
has  worked  in  the  same  plant,  in  the 
same  town  and  for  the  same  employer  all 
of  these  years.  He  spends  half  his  time 
making  up  apple  boxes  and  half  of  it 
putting  apples  into  the  boxes. 

Under  the  present  law  the  time  he 
spent  putting  apples  into  the  box  is  de¬ 
fined  as  agricultural  work  and  is  not  cov¬ 
ered  by  social  security.  The  time  he 
spent  making  apple  boxes  is  classified  as 
factory  labor  and  does  come  under  so¬ 
cial  security.  As  a  result  of  this  strange 
inconsistency  this  worker  has  been  given 

5  years  of  coverage  and  denied  5  years  of 
other  coverage  on  the  ground  that  half  of 
the  time  as  an  apple  packer  he  was  an 
agricultural  worker  and  not  eligible  for 
coverage  during  that  period.  This  was 


an  injustice  that  could  have  been  cor¬ 
rected,  I  feel,  had  the  House  been  given 
an  opportunity  to  amend  this  bill. 

These  are  but  a  few  examples  of  in¬ 
justices  and  inadequacies  that  could  and 
would  be  amended  except  for  the  “gag” 
rule  which  prohibits  amendments. 

INCREASED  BENEFITS  NEEDED 

I  favor  increased  benefits  for  those  who 
are  covered  by  social  security.  I  favor 
them  because  the  .  old  folk  need  them. 
I  favor  increased  benefits  also  because 
old-age  pensions  are  here,  and  here  to 
stay,  and  we  must  develop  a  sound  and 
enduring  system,  which  I  believe  old-age 
and  survivors  insurance  is. 

Under  old-age  and  survivors  insurance 
the  beneficiary,  in  the  earning  years  of 
his  youth,  must  pay  withholding  taxes — 
these  might  be  called  premiums  on  an 
insurance  policy — every  pay  day.  In 
return  for  these  payments  of  withhold¬ 
ing  taxes,  he  will  in  his  old  age  receive 
a  monthly  pension.  In  short,  everyone 
will  be  paying  for  his  own  pension.  They 
will  not  be  getting  something  for  noth¬ 
ing. 

This  is  sound.  It  is  sound  because  it 
provides  for  raising  the  money  to  pay 
the  insurance  benefits.  Any  old-age  sys¬ 
tem  that  does  not  have  a  contributing 
feature,  in  my  opinion,  cannot  and  will 
not  endure. 

Old-age  assistance  administered  by 
the  States  in  the  year  that  started  last 
July  1  will  cost  the  taxpayers.  State  and 
Federal,  of  this  Nation,  $1,980,000,000, 
or  in  round  figures  $2,000,000,000. 

The  number  of  persons  attaining  the 
age  of  65  is  increasing  and,  furthermore, 
thanks  to  our  best-in-the-world  Ameri¬ 
can  medical  science,  these  oldsters  are 
living  long  after  65.  It  is  not  unlikely 
that  within  the  foreseeable  future  the 
cost  of  old-age  assistance  which  is  ad¬ 
ministered  by  the  States,  may  become 
four,  six,  or  eight  billion  dollars  a  year. 

If  we  are  going  to  keep  our  State  and 
Federal  Governments  solvent  we  must 
develop  on  sound  principles  an  old-age 
pension  system  under  which  everyone, 
or  nearly  everyone,  will  pay  each  pay  day 
in  the  productive,  earning  years  of  his 
youth  into  a  fund  from  which  he  will 
derive  his  pension  in  old  age  when  his 
earning  power  declines  or  vanishes.  Any 
other  type  of  system  is  apt  to  fail  and  for 
old-age  pensions  to  fail  after  having  been 
so  well  established  in  this  country  would 
wreak  great  social,  economic,  and  politi¬ 
cal  harm  on  the  country. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Washington  has  ex¬ 
pired. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
to  the  gentleman  from  Ohio  [Mr.  Mc¬ 
Gregor]  such  time  as  he  may  desire. 

Mr.  McGREGOR.  Mr.  Chairman, 
social  security  is  a  much-needed  program 
as  it  provides  financial  independence  for 
old  folks  no  longer  able  to  work.  Prop¬ 
erly  administered,  it  would  do  just  that. 

The  social-security  objective  is  excel¬ 
lent — the  plan  for  financing  it  is  decep¬ 
tive. 

Social-security  taxes  are  paid  to  in¬ 
sure  security  in  old  age.  Uncle  Sam  has 
collected  $15,000,000,000  for  that  pur¬ 
pose,  but  he  has  spent  every  cent  col¬ 
lected  for  current  needs.  It  was  spent 


as  fast  as  it  was  collected.  Instead  of 
setting  aside  this  money  for  ^future  use 
to  pay  benefits  when  they  come  due, 
Uncle  Sam  spent  it  and  put  his  I  O  U’s 
in  the  vault  where  the  cash  collected 
should  be.  In  other  words,  there  is  no 
cash  reserve  funds  in  the  agency  for 
social-security  benefits. 

The  Federal  Government’s  operating 
costs  as  of  June  30,  1949,  were  $1,500,- 
000,000  in  the  red  for  the  first  quarter 
of  1949.  Congress  and  the  people  said 
“No”  to  President  Truman’s  request  for 
higher  income  taxes.  Increasing  the 
old-age  security-insurance  taxes  will 
bring  extra  billions  for  current  expenses. 
So,  since  President  Truman  refuses  to 
cut  Government  expenses  to  balance  the 
budget,  he  proposes  to  soak  the  poor  to 
balance  the  budget  through  increased 
old-age  security-insurance  taxes. 

I  voted  to  bring  this  bill,  H.  R.  6000, 
on  the  floor  of  the  House  of  Representa¬ 
tives  for  consideration  under  an  open 
rule  so  that  the  bill  could  be  amended, 
and  the  philosophy  of  financing  could  be 
corrected,  as  well  as  many  other  phases 
of  the  social-security  law.  However,  by 
great  pressure  from  the  majority-party 
leadership,  we  find  the  gag  rule  govern¬ 
ing  our  consideration  of  this  legislation, 
and  we  have  no  chance  whatsoever  by 
way  of  amendments  to  make  any 
changes.  We  have  to  take  a  lot  of  bad 
along  with  the  good. 

I  am  going  to  vote  for  H.  R.  6000  be¬ 
cause  I  believe  in  the  principles  involved, 
but  I  am  very  glad  that  I  voted  in  oppo¬ 
sition  to  the  gag  rule  as  I  feel  that  we 
should  have  had  the  opportunity  to  cor¬ 
rect  the  many  injustices  that  are  in¬ 
cluded  in  this  legislation. 

(Mr.  McGREGOR  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  JENKINS.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentleman  from 
New  York  [Mr.  Edwin  Arthur  Hall]. 

Mr.  EDWIN  ARTHUR  HALL.  Mr. 
Chairman,  the  fact  that  the  Angell  bill, 
H.  R.  2136,  is  not  presented  here  at  this 
time  sustains  the  10-year  frustration  I 
have  had  ever  since  I  have  been  in  Con¬ 
gress  by  being  unable  to  vote  ‘for  the 
type  of  pension  legislation  that  I  would 
like  to. 

The  labor  strife  that  is  presently  ram¬ 
pant  throughout  the  country  is  caused 
by  the  very  course  we  are  following  here 
today.  The  subject  is  old-age  pensions, 
but  organized  labor  is  calling  for  it  in 
piecemeal  fashion  just  as  the  Congress 
is  attempting  to  legislate  now.  I  think 
it  is  a  mistake.  I  think  that  old-age 
pensions  should  be  universal  and  should 
include  everybody,  not  just  a  few. 

Why  should  a  hundred  thousand 
miners  up  in  Scranton  and  elsewhere, 
because  they  are  strong  enough  to  have 
leaders  like  John  L.  Lewis  and  other  men, 
be  able  to  get  what  they  want  in  Wash¬ 
ington  while  they  leave  the  rest  of  us 
out  in  the  cold?  Why  should  a  million 
steelworkers,  or  two  or  three  million 
Government  workers,  because  they  hap¬ 
pen  to  be  able  to  have  a  sympathetic 
ear  either  in  the  Congress  or  in  the 
NLRB,  or  wherever  their  differences  are 
threshed  out,  be  able  to  obtain  big  pen¬ 
sions  at  the  expense  of  the  rest  of  us?  I 
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say  the  subject  of  old-age  pensions 
should  apply  to  every  American  citizen 
regardless  of  his  race,  creed,  color,  or 
his  station  in  life.  That  is  the  position 
I  have  always  maintained.  It  is  a  sin¬ 
cere  position;  it  is  an  honest  position. 

We  fail  in  our  duty  if  we  continue  the 
piecemeal  method,  that  is,  by  legislating 
into  social  security  each  year  a  few  hun¬ 
dred  thousand  here  or  a  million  there 
until  finally,  after  a  century  of  progress, 
we  get  pensions  for  the  whole  body 
politic.  For  that  reason  I  should  like  to 
see  legislation  passed  today  to  include 
all  citizens  of  the  United  States  in  a  uni¬ 
versal  old-age,  pay-as-you-go,  reason¬ 
able  pension.  It  certainly  is  less  than 
fair  to  exclude  the  millions  who  are  not 
yet  taken  in. 

.If  you  are  one  of  the  9  out  of  every  10 
you  will  not  be  able  to  make  a  living  after 
you  reach  the  unemployable  age.  There¬ 
fore  you  have  three  recourses:  First, 
when  you  reach  the  age  of  60,  to  retire 
to  the  poorhouse;  second,  to  live  on  your 
children;  and,  third,  to  take  a  pauper’s 
oath  and  sign  over  everything  you  have 
in  the  world  to  the  public  charity  for 
what  little  you  are  able  to  get  back. 
This  is  wrong,  and  we  should  certainly 
correct  it. 

Neither  bill  before  us  today  will  remedy 
such  a  deplorable  situation. 

Only  by  passing  a  pension  measure  to 
apply  to  everybody  over  60  years  of  age 
can  we  be  fair  to  the  American  people. 
Anything  short  of  this  will  fail  to  meet 
the  most  challenging  issue  of  our  day, 
security  in  the  lateness  of  life. 

Why  not  prepare  our  older  people  for 
happiness  in  their  declining  years? 
Why  not  give  them  comfort  and  satisfac¬ 
tion  in  their  remaining  days? 

Adequate  old-age  pensions  for  all  will 
help  our  senior  citizens  to  anticipate 
and  to  yearn  for  complete  realization  of 
the  immortal  words  of  Rabbi  Ben  Ezra 
in  the  lines  of  Browning’s  poem  of  that 
name: 

Grow  old  along  with  me, 

The  best  is  yet  to  be, 

The  last  of  life 

For  which  the  first  was  made. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
New  York  [Mr.  Lynch]. 

(Mr.  LYNCH  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  LYNCH.  Mr.  Chairman,  I  would 
feel  remiss  in  my  duty  if  I  did  not  take 
this  occasion  to  express  my  high  regard 
for  the  patience,  perseverance,  and  the 
persuasiveness  of  our  distinguished 
chairman,  the  gentleman  from  North 
Carolina  [Mr.  Doughton],  in  finally 
bringing  this  bill,  H.  R.  6000,  to  the  floor 
of  the  House.  That  it  is  a  good  bill  is 
evidenced  by  the  fact  that  after  6  months 
of  intensive  study,  after  hearing  scores  of 
witnesses,  after  taking  hundreds  of 
pages  of  testimony  and  after  long  hours 
of  deliberation  in  executive  session,  the 
committee  reported  out  this  bill  by  a  vote 
of  22  to  3.  .. 

I  say  it  is  also  a  good  bill  as  I  look  at 
the  clock,  because  this  bill  has  kept  me 
here  to  try  to  help  its  passage  through 


when  the  world’s  series  is  going  on  right 
in  my  district  and  I  have  two  tickets  for 
the  game  this  afternoon.  I  cannot  use 
them,  but  must  be  content  with  the  radio 
reports  and  the  hope  that  the  Yankees, 
the  team  from  my  district,  will  win  the 
game.  Meanwhile  I  must  content  my¬ 
self  with  trying  to  get  them  and  the 
Dodgers  old-age  Insurance. 

Mr.  NICHOLSON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  LYNCH.  I  yield  to  the  gentleman 
from  Massachusetts. 

Mr.  NICHOLSON.  I  wish  the  gentle¬ 
man  would  have  let  me  know.  I  would 
have  taken  them. 

Mr.  LYNCH.  I  will  give  the  gentle¬ 
man  my  ticket  for  today. 

Mr.  Chairman,  this  is  a  bill  which  in 
my  judgment  merits  the  support  of  every 
Member  of  the  House  and  I  make  so 
bold  as  to  predict  that  there  will  be  very 
few  votes  in  opposition  to  it  on  final 
passage.  I  was  very  well  pleased  to  hear 
the  distinguished  gentleman  from  Wash¬ 
ington  [Mr.  Mack],  appraise  the  bill  in 
the  manner  in  which  he  did.  We  shall 
look  forward  to  his  joining  us  in  the  pas¬ 
sage  of  the  bill.  Insofar  as  the  editors 
and  publishers  of  country  newspapers  are 
concerned,  may  I  say  to  the  gentleman 
from  Washington  I  am  sure  that  if  we 
knew  they  were  desirous  of  being  covered 
by  this  bill  we  certainly  would  have  had 
them  in.  Perhaps  we  can  get  them  in  on 
the  other  side  of  the  Capitol  when  the 
bill  goes  over,  if  they  are  really  anxious 
to  be  included. 

Mr.  MICHENER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  LYNCH.  I  yield  to  the  gentleman 
from  Michigan. 

Mr.  MICHENER.  Did  the  gentleman’s 
committee  give  consideration  to  the  ad¬ 
ministration  of  the  bill  if  farmers  were 
included?  I  voted  for  the  original  bill 
and  I  voted  for  every  amendment.  My 
understanding  has  always  been  the  only 
reason  farmers  were  not  included  was  a 
matter  of  administration,  that  adminis¬ 
tration  would  be  almost  impossible. 

Mr.  LYNCH.  In  answer  to  the  inquiry 
of  the  gentleman  from  Michigan  my  un¬ 
derstanding  is  that  the  problem  of  ad¬ 
ministration  in  the  opinion  of  the  Social 
Security  Administration  has  been  solved. 
For  one,  I  am  thoroughly  in  accord  with 
the  remarks  made  by  the  gentleman  from 
Wisconsin  [Mr.  Murray],  that  farmers 
and  farm  labor  should  be  covered.  But 
our  information  was,  and  it  is  my  dis¬ 
tinct  recollection,  that  originally  the 
Grange  came  in  and  advocated  coverage 
only  on  the  theory  of  voluntary  admis¬ 
sion  on  the  part  of  the  farmer.  Volun¬ 
tary  admission  as  such  is  not  sound  ad¬ 
ministratively.  But  if  all  farmers  and 
farm  laborers  were  brought  in  or  if  farm 
laborers  only  were  brought  in,  this  bill,  in 
my  opinion,  would  still  be  a  better  bill 
than  it  is  today  because  I  am  convinced 
personally  that  just  as  the  self-employed 
now  are  most  desrous  of  being  covered  by 
social  security  so,  too,  would  the  farm 
operators  be  desirous  of  being  covered 
by  social  security  once  their  farm  la¬ 
borers  were  covered  and  they  understood 
the  benefits  of  social  security  perhaps 


a  little  better  than  I  am  told  they  under¬ 
stand  it  at  this  time. 

The  real  reason  they  are  not  covered 
in  this  bill  is  that  there  was  no  great 
demand  from  the  farmers,  according  to 
our  understanding,  or  from  the  farm  la¬ 
borers.  We  had  men  on  the  committee 
who  came  from  rural  communities  and 
who  are  familiar  with  the  situation.  We 
bowed  to  the  better  judgment  of  those 
Members. 

My  distinguished  friend  and  colleague 
on  the  committee,  the  gentleman  from 
Pennsylvania,  complained  about  the  tax 
that  was  being  imposed.  He  called  it  an 
income  tax.  Of  course,  it  is  an  income 
tax  to  a  certain  extent  on  the  employees 
and  insofar  as  the  employer  is  concerned 
I  suppose  it  could  be  called  an  excise  tax. 
But,  in  any  event,  we  must  have  a  tax 
to  cover  this  social  security,  and  the 
thing  that  amazes  me  so  much  is  that 
our  distinguished  friend  from  Pennsyl¬ 
vania  was  one  of  those  who  helped  most 
in  getting  the  bill  out.  So,  I  would  be 
inclined  to  ask  him  whether  or  not  he 
is  actually  in  favor  of  social  security, 
and  if  he  is  in  favor  of  social  security 
is  he  actually  in  favor  of  increased 
benefits  and  increased  coverage?  We 
give  increased  benefits  and  we  give  in¬ 
creased  coverage  under  this  bill,  and  in 
the  year  1950,  next  year,  we  do  not 
raise  the  tax.  The  tax  was  raised  by 
the  Eightieth  Congress,  if  you  will  re¬ 
call,  when  they  fixed  the  tax  for  1950 
at  IV2  percent.  Insofar  as  the  Kean 
bill  is  concerned,  both  the  Kean  bill  and 
our  bill  impose  a  2-percent  tax  in  1951. 
We  do  not  differ  in  the  amount  of  the 
tax  until  we  get  to  1860,  and  H.  R.  6000 
goes  up  to  2  Y2  percent,  and  a  few  years 
later  the  Kean  bill  goes  up  to  21/2  percent. 
So,  it  goes  until  we  reach  314  percent  in 
1970  and  the  Kean  bill  reaches  3  percent 
in  1980. 

From  the  debate  that  has  previously 
ensued  one  might  conclude  that  labor 
was  not  in  favor  of  this  bill  because  it 
does  not  cover  the  five  best  wage  years 
of  an  employee  to  determine  his  aver- 
.  age  wage.  So  that  there  may  be  no  mis¬ 
understanding  of  the  position  of  labor 
on  this  bill,  let  me  read  a  telegram  that 
was  received  only  a  few  hours  ago  by 
the  gentleman  from  North  Carolina 
[Mr.  Doughton],  chairman  of  our  com¬ 
mittee,  from  William  Green,  president 
of  the  American  Federation  of  Labor, 
Who  is  at  the  annual  convention  of  his 
organization,  held  this  year  in  St.  Paul, 
Minn.: 

Hon.  Robert  L.  Doughton, 

Chairman,  Committee  on 
Ways  and  Means, 

House  of  Representatives, 
Washington,  D.  C.: 

The  convention  of  the  American  Federa¬ 
tion  of  Labor  in  session  in  St.  Paul,  Minn., 
departing  from  the  regular  order  of  business 
this  afternoon  considered  the  proposals  for 
liberalizing  social  security  contained  in 
H.  R.  6000.  The  convention,  representing 
8,000,000  workers  and  their  families,  unani¬ 
mously  endorsed  this  bill  and  in  response  to 
the  convention  action  I  am  asking  you  to 
urge  the  United  States  House  of  Representa¬ 
tives  to  act  favorably  on  this  important 
measure.  The  millions  of  elderly  retired 
workers  and  workers’  survivors  look  to  Con- 
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gress  to  act  on  their  behalf.  Many  more 
millions  of  working  people  look  to  Congress 
to  remove  the  constant  fear  of  dependent 
old  age  and  physical  disability.  The  passage 
of  H.  R.  6000  will  be  a  long  step  in  that 
direction. 

William  Green, 

President,  American  Federation  of  Labor. 

That  should  settle  all  doubt  as  to  how 
labor  stands  on  this  bill. 

Those  are  the  points  that  I  desire  to 
make  with  respect  to  the  contrast  be¬ 
tween  this  bill  and  the  bill  which  will  be 
offered  in  the  motion  to  recommit. 
There  is  no  doubt  in  my  mind  that  H.  R. 
6000  is  the  bill  that  is  most  desired  by  the 
people. 

In  order  to  speed  the  day  when  con¬ 
tributory  social  insurance  will  replace 
public  assistance  as  the  primary  method 
of  providing  basic  protection  against  the 
economic  hazards  of  old  age,  disability, 
and  death,  it  is  essential  that  the  cover¬ 
age  of  the  insurance  system  be  broad¬ 
ened  without  further  delay. 

Too  large  a  part  of  the  labor  force  of 
America  must  work  in  employment  not 
covered  by  social  insurance.  Of  the 
80,000,000  individuals  with  old-age  and 
survivors’  insurance  wage  credits,  only 
43,000,000  are  fully  or  currently  insured. 
Thirty-seven  million  individuals  with 
wage  credits  do  not  have  an  insured 
status  in  spite  of  the  fact  that  to  be  cur¬ 
rently  insured  a  worker  need  have  only 
six  calendar  quarters  of  coverage  out  of 
the  last  12  quarters. 

Some  workers  make  no  contributions 
to  the  system  and,  of  course,  never  be¬ 
come  eligible  for  benefits.  Many  others, 
as  indicated  by  these  figures,  shift  be¬ 
tween  covered  and  noncovered  jobs,  and 
although  they  pay  taxes  on  their  wages 
from  covered  employment,  they  often 
not  only  fail  to  obtain  sufficient  quarters 
of  coverage  for  benefit  purposes  but  also 
suffer  the  loss  of  their  contributions. 
Moreover,  time  spent  in  noncovered  em¬ 
ployment  reduces  the  amount  of  the  ben¬ 
efits  paid  a  worker  and  his  dependents 
when  he  has  been  in  covered  employment 
for  the  necessary  period  of  time  to  ob¬ 
tain  an  insured  status. 

COVERAGE  PROVISIONS  OF  H.  R.  6000 

H.  R.  6000  would  extend  the  Federal 
social  insurance  system  to  about  11,- 
000,000  jobs  now  excluded.  This  would 
eliminate  many  of  the  inequities  and 
anomalies  which  arise  when  workers 
shift  between  covered  and  noncovered 
employment,  and  would  bring  millions 
of  workers  under  the  system  for  the  first 
time  so  that  they  would  be  afforded  an 
opportunity  to  obtain  the  basic  protec¬ 
tion  that  it  provides. 

The  bill  would  extend  coverage  to 
eight  groups  of  workers  and  also  make 
the  Federal  social-insurance  system 
available  to  Puerto  Rico  and  the  Virgin 
Islands.  These  groups  are  (1)  self-em¬ 
ployed  persons  other  than  farmers  and 
certain  professional  groups,  (2)  employ¬ 
ees  of  State  and  local  governments,  (3) 
employees  of  nonprofit  organizations, 

(4)  domestic  servants  employed  on  a 
regular  basis  in  other  than  farm  homes, 

(5)  employees  performing  borderline  ag¬ 
ricultural  services  that  are  essentially 
commercial  and  industrial,  (6)  certain 
Federal  employees  not  covered  under 


any  other  retirement  system,  (7)  Ameri¬ 
can  citizens  employed  outside  the  United 
States  by  American  employers,  and  (8) 
salesmen,  industrial  home  workers, 
driver-lessees  of  taxicabs  and  other  per¬ 
sons  who  are  technically  not  employees 
at  common  law. 

The  individuals  who  make  up  these 
eight  groups  are  dependent  upon  income 
from  work  and  they  need  the  basic  pro¬ 
tection  that  would  be  afforded  them  un¬ 
der  the  bill  as  much  as,  and  in  some  in¬ 
stances  more  than,  those  already  covered. 
Failure  to  provide  social  insurance  cov¬ 
erage  for  these  individuals  would  mean 
that  many  of  them  would  be  forced  to 
rely  on  public  assistance  to  meet  their 
needs  in  old  age  or  in  case  they  become 
permanently  and  totally  disabled. 

THE  NONFARM  SELF-EMPLOTED 

About  4,500,000  nonfarm  self-em¬ 
ployed  would  be  covered  during  an  aver¬ 
age  week.  Between  35  and  40  percent  of 
this  number  are  storekeepers  and  other 
retailers,  including,  for  example,  pro¬ 
prietors  of  unincorporated  shoe  stores, 
clothing  stores,  grocery  stores,  restaur¬ 
ants,  and  filling  stations.  Approximately 
20  to  25  percent  are  proprietors  of  such 
service  establishments  us  hotels,  board¬ 
ing  houses,  garages,  laundries,  barber 
shops,  and  places  of  amusement.  From 
12  to  15  percent  are  engaged  in  the  con¬ 
struction  industry,  including  small-scale 
plumbing,  painting,  and  electrical  con¬ 
tractors.  The  remaining  25  to  30  per¬ 
cent  is  made  up  of  wholesale  merchants, 
agents  and  brokers,  small-scale  manu¬ 
facturers,  independent  taxicab  owners, 
and  proprietors  of  real-estate  and  in¬ 
surance  enterprises.  The  following  pro¬ 
fessional  groups,  which  represent  about 
400,000  individuals,  would  continue  to  be 
excluded:  that  is,  doctors,  dentists,  oste¬ 
opaths,  chiropractors,  Christian  Scien¬ 
tist  practitioners,  optometrists,  veteri¬ 
narians,  lawyers,  publishers,  and  aero¬ 
nautical,  chemical,  civil,  electrical,  me¬ 
chanical,  metallurgical,  and  mining  en¬ 
gineers. 

It  is  because  those  people  had  em¬ 
ployees  for  whom  they  were  paying  the 
tax  that  they  became  acquainted  with 
the  benefits  of  social  security.  When 
they  see  the  benefits  of  social  security 
they  desire  to  be  covered  likewise.  In 
further  answer  to  the  gentleman  from 
Michigan  [Mr.  Michener],  I  think  that 
once  farm  labor  is  covered  the  farmers 
themselves  will  understand  what  social 
security  is  and  will  desire  to  have  further 
protection  for  themselves. 

The  desirability  of  extending  old-age 
and  survivors  coverage  to  the  urban  self- 
employed,  as  provided  in  the  bill,  has 
has  long  been  generally  acknowledged. 
Many  operators  of  small-busines  estab¬ 
lishments  have  requested  that  they  be 
brought  under  the  system.  Many  of  you 
have  been  told  by  storekeepers,  barbers, 
plumbers,  and  others  in  business  for 
themselves  of  the  injustice  they  suffer 
under  the  existing  system  which  requires 
them  to  contribute  to  social-security  pro¬ 
tection  for  their  employees  while  being 
denied  the  same  protection  for  them¬ 
selves.  We  must  remember  that  many 
small  businesses  are  run  by  the  owner 
with  the  aid  of  his  family  or  by  employing 
one  or  two  other  persons  to  assist  him. 
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Often  the  operator  of  a  small  business  is 
just  as  much  in  need  of  social-insurance 
protection  as  is  his  employee,  and  many 
times  in  later  life  more  entitled  to  cover¬ 
age.  Moreover,  we  must  remember  that 
the  mechanic  working  in  a  garage,  or 
the  clerk  in  a  retail  store,  or  the  barber 
working  for  wages,  all  of  whom  are  cov¬ 
ered  by  the  system,  frequently  become 
operators  of  their  own  business  establish¬ 
ments  in  true  American  fashion.  With¬ 
out  extension  of  coverage  to  the  self-em¬ 
ployed,  wage  earners  are  penalized  when 
they  leave  covered  employment  to  start 
businesses  of  their  own,  for  they  either 
lose  the  insured  status  they  obtained  as 
employees  or  retain  eligibility  for  small 
benefits  only. 

Under  H.  R.  6000  we  try  to  keep  them 
covered  by  this  provision  for  coverage  of 
the  self-employed,  so  that  if  a  man  Was 
been  employed  in  a  garage  for  a  period 
of  say  5  or  7  years,  and  has  secured  wage 
credits  during  that  period  of  time,  and 
then  goes  out  and  opens  his  own  garage, 
he  will  not  in  the  future,  as  he  does  un¬ 
der  present  law,  forfeit  his  benefits  or 
have  his  benefits  diminished  by  reason 
of  the  fact  that  he  has  left  covered  em¬ 
ployment  to  go  into  business  for  himself. 

The  exclusion  of  the  urban  self-em¬ 
ployed  from  the  old-age  and  survivors 
insurance  system  by  the  past  Congresses 
was  based  primarily  on  the  expectation 
that  there  would  be  administrative  diffi¬ 
culties  in  collecting  contributions  and  in 
obtaining  wage  reports.  The  adminis¬ 
trative  agencies  have  had  13  years  of  suc¬ 
cessful  experience  with  coverage  of  em¬ 
ployees  in  industry  and  commerce.  This 
experience  coupled  with  the  fact  that 
most  self-employed  persons  now  have  to 
file  income-tax  returns  makes  the  origi¬ 
nal  reason  for  withholding  coverage  in¬ 
applicable  to  the  extension  of  coverage 
as  proposed  in  H.  R.  6000.  A  self-em¬ 
ployed  individual  would  report  his  in¬ 
come  for  social-security  purposes  by 
transferring  information  from  his  in¬ 
come-tax  return  to  a  simple  supplemen¬ 
tary  form,  or  an  additional  item  might 
be  provided  on  the  income-tax  return. 
Unless  his  net  earnings  from  self-em¬ 
ployment  amount  to  $400  or  more  a  year, 
he  pays  no  self-employment  tax,  there¬ 
by  eliminating  the  collection  of  inconse¬ 
quential  amounts. 

Under  H.  R.  6000  we  intend  to  cover 
the  employees  of  State  and  local  gov¬ 
ernments,  who  number  about  3,800,000, 
who  are  not  now  in  any  established  pen¬ 
sion  fund  or  pension  system. 

Except  for  certain  workers  who  for¬ 
merly  were  employed  by  privately  owned 
transit  companies,  coverage  of  State  and 
local  government  employees  would  be  ef¬ 
fected  by  voluntary  compacts  between 
the  States  and  the  Federal  Government. 

I  believe  that  these  workers  need  the 
basic  protection  afforded  by  the  Federal 
social-security  system.  Their  average 
earnings  are  less  than  those  in  private 
industry.  The  average  monthly  salary 
during  October  1948  was  $185  for  non¬ 
school  employees  and  $225  for  school  em¬ 
ployees  as  compared  with  an  average 
wage  of  $235  in  manufacturing  indus¬ 
tries. 

Only  about  65  percent  of  State  and 
local  workers  are  under  a  retirement  sys- 
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tem  and  these  systems  are  designed  pri¬ 
marily  for  employees  who  remain  with 
the  employing  unit  of  government  until 
retirement.  Employees  who  leave  gov¬ 
ernment  jobs  before  attaining  retirement 
age  usually  must  forfeit  their  rights  to 
retirement  benefits.  A  large  number  of 
workers  are  affected  by  this  provision  in 
State  and  local  retirement  plans  because 
many  of  them  shift  between  one  govern¬ 
mental  unit  to  another,  or  between  gov¬ 
ernment  and  private  industry.  The  ex¬ 
tent  of  the  shift  in  employment  by  State 
and  local  workers  is  indicated  by  these 
figures — in  1948  there  was  a  total  of 
5,000,000  persons  employed  by  State  and 
local  units  of  government  while  the  av¬ 
erage  number  employed  in  the  year  was 
less  than  4,000,000. 

The  bill  would  not  permit  the  exten¬ 
sion  of  the  Federal  social-security  sys¬ 
tem  to  State  and  local  workers  covered 
by  another  retirement  system  unless 
these  employees  and  the  beneficiaries  of 
such  a  system  elected  coverage  by  a  two- 
thirds  majority  vote  in  a  written  refer¬ 
endum.  This  provision,  would  enable 
those  who"  have  a  direct  interest  in  an 
adequate  retirement  system  to  safeguard 
their  rights.  The  decision  as  to  whether 
or  not  the  protection  afforded  by  the 
Federal  program  is  desirable  is  -left  to 
them.  Many  employees  in  private  in¬ 
dustry  have  the  protection  of  both  the 
Federal  system  and  private  pension 
plans  and  a  similar  arrangement  may 
benefit  State  and  local  employees.  The 
Federal  program  may  provide  types  of 
protection  not  available  under  a  State  or 
local  plan  and,  in  all  instances,  can 
serve  as  a  basic  protection  to  employees 
who  shift  between  public  and  private 
employment. 

PUBLIC  TRANSPORTATION  WORKERS 

The  bill  includes  special  provisions  for 
extending  coverage  to  employees  of  pub¬ 
lic  transportation  systems  if  these  em¬ 
ployees  were  employed  by  a  privately 
owned  transportation  system  taken  over 
by  a  political  unit  of  a  State.  These  pro¬ 
visions  are  designed  to  correct  the  un¬ 
fairness  of  the  present  law  which  penal¬ 
izes  the  employees  of  a  privately  owned 
transportation  system  which  becomes  a 
publicly  owned  system. 

Wages  earned  by  employees  of  the  pri¬ 
vate  companies  are  subject  to  the  old- 
age  and  survivors  insurance  pay-roll  tax. 
When  the  private  system  becomes  a  pub¬ 
licly  owned  system,  of  course,  these  same 
workers  no  longer  are  under  social  secu¬ 
rity.  The  result  is  that  they  either  suf¬ 
fer  the  loss  of  all  rights  to  old-age  and 
survivors  insurance  benefits  or  a  reduc¬ 
tion  in  the  amount  of  benefits  they  would 
receive  if  they  had  remained  in  covered 
employment. 

It  is  gross  injustice  to  take  away  or 
decrease  a  worker’s  old-age  and  sur¬ 
vivors  insurance  protection  solely  be¬ 
cause  he  works  for  a  new  employer  that 
happens  to  be  a  political  unit  or  instru¬ 
mentality  of  a  State.  The  worker  usu¬ 
ally  performs  the  same  daily  tasks  for 
the  public  transportation  system  that  he 
performed  for  the  private  company. 
For  him,  nothing  may  be  changed  except 
that  his  pay  check  is  signed  by  an  officer 
of  another  corporation.  He  may  con¬ 
tinue  to  drive  the  same  bus,  travel  the 


same  route,  use  the  same  schedule,  and 
report  to  the  same  supervisor. 

The  bill  would  distinguish  between 
employees  of  a  transportation  system 
that  was  taken  over  by  a  governmental 
unit  after  1936  but  before  1950,  and 
the  employees  of  a  system  acquired  after 
1949.  In  the  first  case — where  the 
transportation  system  was  acquired  be¬ 
tween  1936  and  1950 — coverage  would  be 
extended  to  the  workers  that  were  em¬ 
ployed  by  the  private  company  on  the 
date  it  was*  taken  over,  unless  the  em¬ 
ploying  governmental  unit  elects  against 
such  coverage.  In  the  case  where  the 
transportation  company  is  acquired  by 
the  governmental  unit  after  1949,  cover¬ 
age  of  the  employees  taken  over  from  the 
private  employer  would  continue  to  be 
compulsory. 

This  distinction  between  employees  of 
private  transportation  companies  taken 
over  by  a  governmental  unit  prior  to 
1950  and  those  taken  over  subsequently 
is  made  because  where  the  private  com¬ 
pany  has  been  acquired  by  a  govern¬ 
mental  unit  in  the  past,  arrangements 
may  have  been  made  for  coverage  of  the 
employees  under  an  existing  retirement 
plan. 

We  have  seen  instances  in  New  York, 
Boston,  Chicago,  and  other  large  cities 
where  men  have  for  years  been  working 
for  private  transportation  companies. 
These  companies  have  subsequently  been 
taken  over  by  the  city  or  State  and  the 
men  have  found  themselves  deprived  of 
their  social  security  and  compelled  to 
enter  municipal  or  State  pension  systems 
at  an  age  which  gives  them  extremely 
small  pensions  when  they  reach  retire¬ 
ment. 

I  have  hundreds  of  such  workers  in 
my  own  district.  In  New  York  City  to¬ 
day  we  have  certain  private  bus  trans¬ 
portation  lines.  The  tendency  is,  in  New 
York  City  at  least,  and  I  believe  else¬ 
where,  to  have  all  the  transportation 
city-owned  and  operated.  I  have  no 
doubt  that  within  a  short  time  all  our 
local  transportation  lines  will  be  owned 
and  operated  by  New  York  City.  As  the 
years  go  on  the  position  of  the  employees 
of  these  private  lines,  insofar  as  retire¬ 
ment  is  concerned,  will  become  more  pre¬ 
carious  because  they  will  have  more 
money  paid  into  social  security,  and  the 
benefits  which  they  would  receive,  will 
either  be  lost  or  substantially  i-educed,  if 
the  private  lines  for  which  they  work 
are  taken  over  by  New  York  City.  This 
situation  cannot  longer  be  tolerated. 
These  men  must  be  protected  in  their 
retirement.  It  is  not  sufficient  that  at 
their  advanced  years  they  be  given  the 
opportunity  of  entering  a  city- pension 
fund,  to  which  they  must  pay  a  higher 
percent  of  their  earnings  and  receive 
less  in  benefits. 

This  bill  would  protect  their  retire¬ 
ment  in  the  event  that  the  transporta¬ 
tion  lines  are  taken  over  by  the  city  by 
compelling  the  city  to  continue  them  in 
social  security  if  the  city  takes  over  the 
transportation  line  after  December  31, 
1949. 

EMPLOYEES  OF  NONPROFIT  ORGANIZATIONS 

The  bill  would  extend  coverage  to  em¬ 
ployees  of  religious,  charitable,  and  other 
nonprofit  organizations  except  members 


of  the  clergy  and  religious  orders. 
About  600,000  such  employees  would  be 
covered  in  the  course  of  an  average 
week. 

There  is  almost  unanimous  agreement 
among  leaders  of  religious,  charitable, 
scientific,  and  educational  agencies  as  to 
the  desirability  of  providing  social  se¬ 
curity  protection  to  employees  of  these 
institutions.  Major  disagreement  has 
arisen  in  the  past,  however,  over  the 
method  of  affording  this  protection. 
Some  have  advocated  compulsory  cover¬ 
age  of  these  employees  on  the  same  basis 
as  if  they  worked  for  a  private  employer 
engaged  in  business  for  profit.  Others 
have  advocated  that  coverage  should  be 
on  a  voluntary  basis  so  the  institution 
desiring  coverage  for  its  employees  could 
enter  into  an  agreement  with  the  Federal 
Government  to  obtain  such  coverage. 

In  my  opinion,  neither  of  these  pro¬ 
posals  is  as  satisfactory  as  the  one  con¬ 
tained  in  the  bill.  The  first  infringes  on 
the  traditionally  tax-exempt  status  of 
these  nonprofit  institutions.  The  sec¬ 
ond  gives  no  basic  social-security  protec¬ 
tion  to  employees  of  institutions  that  fail 
to  elect  to  come  under  the  system.  The 
bill  would  not  only  safeguard  the  tax- 
exempt  status  of  all  religious,  charitable, 
and  other  nonprofit  organizations  but 
would  afford  basic  protection  to  all  em¬ 
ployees  of  such  institutions  except  mem¬ 
bers  of  the  clergy  and  religious  orders. 

The  result  would  be  accomplished 
under  the  provisions  of  the  bill  by  con¬ 
tinuing  the  exemption  from  the  em¬ 
ployer  tax,  unless  an  organization  elects 
to  pay  the  employer  tax  by  waiving  the 
exemption,  although  the  regular  com¬ 
pulsory  contribution  would  be  imposed 
on  the  employees.  If  an  organization 
elects  to  pay  the  employers’  tax,  the  em¬ 
ployees  receive  full  credit  toward  benefits 
on  their  wages.  Otherwise  only  one- 
half  of  their  wages  would  be  credited  for 
benefit  purposes. 

Although  employees  of  a  nonprofit  in¬ 
stitution  that  does  not  elect  to  pay  the 
employers’  tax  would  receive  a  reduction 
in  benefits  they  would  still  be  afforded 
substantial  protection  under  the  old-age 
disability  and  survivors  insurance  pro¬ 
gram.  Even  though  the  employees’  wage 
credits  would  be  reduced  by  one-half, 
the  amount  of  benefits  payable  to  them 
dr  their  dependents  would  not  be  de¬ 
creased  a  like  amount.  The  benefit  for¬ 
mula  in  the  bill  is  weighted  in  favor  of 
low-paid  employees  and  this  weighting 
would  also  help  the  employees  of  a  non¬ 
profit  institution  that  did  not  assume  the 
employees’  share  of  the  tax.  For  ex¬ 
ample,  the  base  benefit  amount  for  a  re¬ 
tired  worker  with  wage  credits  of  $300 
per  month  would  be  $70  but  if  the  work¬ 
ers’  wage  credits  were  only  $150-  per 
month  the  base  benefit  amount  would  be 
$55. 

I  believe  that  practically  all  nonprofit 
agencies  will  elect  to  give  their  employees 
the  full  benefits  under  the  social-security 
system  and  that  the  payment  of  benefits 
based  on  one-half  wage  credits  will  be 
rare.  Nonetheless,  even  in  the  few  in¬ 
stances  in  which  a  nonprofit  agency  may 
not  waive  its  tax-exempt  status,  it  is  im¬ 
portant  to  have  the  benefit  level  suffi¬ 
ciently  high  to  provide  these  workers 
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with  a  basic  floor  of  protection.  Many 
employees  of  nonprofit  institutions  are 
nonprofessional  workers,  such  as  janitors, 
charwomen,  and  clerks,  for  whom  a  rea¬ 
sonable  level  of  benefits  is  necessary  to 
avoid  dependency  upon  public  assistance 
in  their  old  age  or  in  case  they  become 
totally  and  permanently  disabled. 

I  think  the  bill  provides  the  best  meth¬ 
od  that  can  be  devised  for  extending 
coverage  to  employees  of  religious,  char¬ 
itable,  and  other  nonprofit  organizations. 
Neither  the  rights  of  the  employer  nor 
the  rights  of  the  employees  are  violated. 

DOMESTIC  SERVANTS 

The  bill  would  extend  coverage  to 
nearly  1,0C0,000  domestic  workers  em¬ 
ployed  on  a  regular  basis.  Domestics 
employed  on  farms  operated  for  profit 
would  continue  to  be  excluded  from 
coverage. 

In  order  for  domestic  workers  in  private 
homes  to  be  classified  as  regularly  em¬ 
ployed  they  must  be  employed  by  one 
employer  for  at  least  26  days  in  a  calendar 
quarter  and  be  paid  $25  or  more  in  cash 
wages  during  the  quarter  period.  Under 
this  definition  most  domestic  workers  who 
are  employed  on  a  weekly  or  monthly 
basis  would  be  afforded  the  protection 
of  the  program,  but  most  part-time  work¬ 
ers,  and  all  casual  or  intermittent  work¬ 
ers  would  be  excluded  from  coverage. 

Practically  everyone  has  recognized 
that  domestic  servants  need  social  insur¬ 
ance  protection  fully  as  much  as  any 
group  covered  by  the  program.  The  over¬ 
whelming  majority  of  household  workers 
are  women.  A  relatively  large  number  of 
them  are  widowed  or  divorced  or  sep¬ 
arated  from  their  husbands  and  are 
more  dependent  upon  their  own  earnings 
than  women  workers  in  general.  None¬ 
theless  domestic  servants  in  private 
homes  have  been  excluded  from  coverage 
in  the  past,  because  of  the  special  admin¬ 
istrative  problems  created  by  many  of 
the  characteristics  of  their  employment. 

The  provisions  of  H.  R.  6000  are  de¬ 
signed  to  reduce  administrative  proce¬ 
dures  to  a  minimum.  Intermittent  and 
casual  domestic  service  would  be  excluded 
from  coverage  in  order  to  simplify  pro¬ 
cedures  for  collecting  contributions  and 
the  reporting  of  wages. 

I  regret  the  continued  exclusion  of 
these  intermittent  and  casual  workers. 
I  recognize,  as  did  the  majority  of  mem¬ 
bers  of  the  Committee  on  Ways  and 
Means,  that  it  is  difficult  for  them  to  lay 
aside  sufficient  funds  from  their  earn¬ 
ings  to  avoid  want  in  their  old  age  or  in 
case  they  become  permanently  and  totally 
disabled.  Moreover,  their  dependents  are 
in  need  of  the  survivorship  protection 
afforded  by  the  social-security  system. 
Before  attempting  to  cover  all  domestic 
workers,  however,  I  think  the  practical 
thing  to  do  is  to  begin  by  extending 
coverage  to  those  domestic  servants  who 
are  regularly  employed  as  defined  by  the 
bill.  Social  insurance  coverage  of  house¬ 
hold  workers  introduces  new  problems  for 
the  administrative  agencies.  Housewives 
generally  do  not  keep  records  of  expend¬ 
itures  for  wages.  Limited  extension  of 
coverage  as  proposed  in  the  bill  would 
assure  the  success  of  bringing  social-in¬ 
surance  protection  to  nearly  1,000,000 
workers.  On  the  other  hand,  broader 


extension  of  coverage  at  this  time  may 
jeopardize  continuous  protection  for  this 
group.  For  this  reason,  I  say  let  us  pro¬ 
ceed  with  caution  and  cover  only  the  reg¬ 
ularly  employed  domestic  workers  and 
thus  afford  the  Treasury  Department  and 
the  Social  Security  Administration  actual 
administrative  experience  in  this  new 
coverage  field.  I  am  certain  that  this 
experience  will  prove  invaluable  in  de¬ 
veloping  satisfactory  methods  for  extend¬ 
ing  coverage  to  additional  domestic  work¬ 
ers  within  the  next  few  yeafs. 

Before  leaving  the  subject  of  coverage 
of  domestic  workers,  I  wish  to  point  out 
that  the  bill  would  also  extend  coverage 
to  nonstudent  domestic  workers  of  col¬ 
lege  clubs,  fraternities,  and  sororities, 
whose  remuneration  is  at  least  $100  in  a 
'  calendar  quarter.  The  coverage  of  this 
group  of  workers,  of  course,  does  not  cre¬ 
ate  any  new  administrative  problems  as 
the  characteristics  of  their  employment 
are  similar  to  those  of  workers  in  indus¬ 
try  or  commerce.  Students  performing 
domestic  work  for  such  employers  would 
continue  to  be  excluded  from  coverage. 

EMPLOYEES  PERFORMING  EOP.DER-LINE 
AGRICULTURAL  SERVICES 

Coverage  would  be  extended  to  about 
200,000  persons  engaged  in  services  now 
excluded  as  agricultural,  whereas  in  re¬ 
ality  they  are  essentially  commercial  and 
industrial.  By  redefining  the  term 
“agricultural  labor’’  the  bill  would  extend 
coverage  to  services  performed  off  the 
farip  in  connection  with  the  raising  or 
harvesting  of  mushrooms,  the  hatching 
of  poultry,  and  the- operation  or  mainte¬ 
nance  of  irrigation  ditches,  and  to  serv¬ 
ices  performed  in  the  processing  of 
maple  sap  into  maple  sirup  or  maple 
sugar — as  distinguished  from  the  gather¬ 
ing  of  maple  sap.  The  persons  perform¬ 
ing  these  services  do  not  consider  that 
they  are  doing  agricultural  work.  More¬ 
over,  there  is  neither  justice  nor  logic  in 
the  present  provisions  of  law  that  ex¬ 
clude  a  bookkeeper  from  coverage  under 
social  insurance  when  he  leaves  his  job 
in  a  retail  store  and  accepts  work  in  a 
hatchery  across  the  street.  The  bill 
would  eliminate  the  inequities  and  anom¬ 
alies  which  now  occur  in  cases  of  this 
type. 

Coverage  would  also  be  extended  to 
individuals  performing  post-harvesting 
cervices  in  the  employ  of  commercial 
handlers  c'  fruit  and  vegetables,  or  in 
the  employ  of  farmers’  cooperatives,  ir¬ 
respective  of  the  agricultural  commodi¬ 
ties  in  connection  with  which  the  serv¬ 
ices  are  performed. 

If  these  services  are  performed  for  an 
operator  of  a  farm  or  a  group  of  opera¬ 
tors  of  farms — other  than  a  cooperative 
organization — they  would  contin”e  to  be 
excluded  from  coverage.  Thus,  if  the 
services  are  actually  performed  as  a  part 
of  farming  operations,  they  would  be 
concluded  to  be  such;  otherwise  they 
would  be  clasified  to  be  what  they  really 
are — commercial — and,  therefore,  cov¬ 
ered  by  the  social -insurance  system. 

FEDERAL  EMPLOYEES  NOT  COVERED  EY  A 
RETIREMENT  SYSTEM 

The  bill  would  extend  coverage  to 
about  100,000  civilian  employees  of  the 
Federal  Government  and  its  instrumen¬ 
talities.  Employees  who  are  under  a 


federally  established  retirement  system, 
employees  of  the  legislative  branch  and 
elected  officials  in  the  executive  branch 
of  the  Government  would  not  be  in¬ 
cluded.  Certain  other  Federal  employees 
would  also  continue  to  be  excluded  from 
social-security  coverage  even  though 
they  are  not  under  a  retirement  system. 
These  are,  in  general,  (1)  employees  who 
work  for  short  periods  of  time,  such  as, 
those  engaged  by  the  Department  of 
Commerce  in  taking  a  census  or  by  the 
Post  Office  Department  during  the  holi¬ 
day  season,  and  (2)  employees  who  are 
in  positions  that  will  eventually  be  cov¬ 
ered  under  some  other  Federal  retire¬ 
ment  system.  By  their  exclusions  the 
nuisance  of  reporting  inconsequential 
amounts  would  be  avoided  and  contribu¬ 
tions  would  not  be  collected  from  those 
who  have  or  are  likely  to  obtain  protec¬ 
tion  under  another  Federal  retirement 
system. 

The  limited  coverage  of  Federal  em¬ 
ployees  that  would  be  provided  by  the 
bill  meets  an  apparent  need  without  in¬ 
terfering  with  other  Federal  retirement 
systems.  Coverage  would  be  extended 
to  individuals  who  are  regular  members 
of  the  labor  force  and  who  are  likely 
to  shift  between  Federal  and  private  em¬ 
ployment  and  so  lose  or  reduce  any  pro¬ 
tection  they  might  have  under  the  social- 
security  system.  Coverage  under  the 
old-age,  disability,  and  survivors  insur¬ 
ance  program  while  they  are  employed 
by  the  Federal  Government  will  enable 
these  workers  to  continue  to  be  fully  pro¬ 
tected. 

AMERICAN  CITIZENS  EMPLOYED  OUTSIDE  THE 
UNITED  STATES 

Coverage  would  be  extended  to  about 
150,000  American  citizens  who  work  out¬ 
side  the  United  States  for  American  em¬ 
ployers.  Generally  those  workers  have 
close  personal  ties  with  the  United  States 
and  are  a  part  of  the  American  economy. 
Often  their  families  remain  here  while 
they  work  in  a  foreign  country  for  a  year 
or  two. 

I  believe  it  is  only  fair  to  protect  the 
social  insurance  status  of  an  American 
citizen  who  accepts  work  outside  the 
United  States  for  an  American  employer. 
The  employment  covered  would  be  per¬ 
formed  for  employers  already  subject  to 
the  tax  laws  of  this  country  so  that  no 
administrative  difficulties  are  created 
and  I  know  of  no  valid  reason  for  con¬ 
tinuing  to  exclude  this  group  of  Ameri¬ 
can  citizens. 

The  bill  would  also  extend  coverage  to 
employment  performed  on  American  air¬ 
craft  outside  the  United  States,  under 
the  conditions  which  apply  under  exist¬ 
ing  law  to  maritime  service  performed 
outside  the  United  States.  In  other 
words,  the  personnel  employed  on  an  air¬ 
plane  would  be  given  the  same  right  to 
old-age,  disability,  and  survivors  protec¬ 
tion  as  the  personnel  employed  on  a  sea¬ 
going  vessel. 

SALESMEN,  INDUSTRIAL  HOME  WORKERS,  AND 

OTHERS  TECHNICALLY  NOT  EMPLOYEES  AT 

COMMON  LAW 

The  bill  would  redefine  “employee”  and 
thereby  restore  coverage  to  from  500,000 
to  750,000  salesmen,  taxi  drivers,  indus¬ 
trial  home  workers,  contract  loggers, 
mine  lessees,  agent-drivers,  commission 
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drivers,  and  other  persons  technically 
not  employees  at  common  law  who  were 
deprived  of  employee  status  by  Public 
Law  642,  Eightieth  Congress,  the  so-called 
Gearhart  resolution.  These  workers  who 
were  taken  out  from  under  social  insur¬ 
ance  program  by  the  Eightieth  Congress 
are  dependent  upon  their  earnings  from 
work  like  other  groups  covered  as  em¬ 
ployees  under  the  bill. 

It  is  our  intention  to  bring  under  cov¬ 
erage  those  who  were  callously  thrown 
out  of  social  security  by  the  Gearhart 
Act,  and  likewise  to  circumvent  un¬ 
scrupulous  employers,  who  believe  that 
by  entering  into  contracts  with  agent- 
driver  and  commission-driver  salesmen 
and  similarly  situated  salesmen,  stating 
that  they  are  independent  contractors, 
•  they  can  go  behind  the  intent  of  the  So¬ 
cial  Security  Act.  Contract  or  no  con¬ 
tract,  we  look  at  the  nature  of  the  whole 
deal  without  subterfuges.  For  example, 
the  fact  that  a  salesman  owns  his  own 
automobile  for  the  transportation  of  him¬ 
self  and  the  commodity  he  sells  will  not 
of  itself  make  him  an  independent  con¬ 
tractor,  especially  when  he  sells  under  the 
direction  of  the  other  contracting  party, 
calls  on  specified  customers  in  a  certain 
area,  and  devotes  the  whole  or  greater 
part  of  his  time  selling  the  merchandise 
of  the  other  contracting  party.  Many 
employers  would  like  to  have  their  sales¬ 
men  designated  “self-employed”  and 
thus  save  their  share  of  the  tax.  It  is 
the  intention  of  the  bill  to  bring  under 
coverage  as  many  as  can  be  fairly  be  done 
so,  without  straining  the  point  of  em 
ployment  on  the  one  hand,  and  without 
permitting  subterfuge  on  the  other  for 
the  purpose  of  evading  the  tax. 

I  shall  not  discuss  the  definition  of 
employee  contained  in  the  bill  as  it  will 
be  discussed  in  detail  by  other  members 
of  the  Committee  on  Ways  and  Means. 
I  do  want  to  say,  however,  that  the  ex¬ 
tension  of  old-age,  disability,  and  sur¬ 
vivors’  insurance  to  this  group  of  work¬ 
ers,  who  are  in  reality  employees,  would 
correct  the  injustices  done  them  by  the 
Gearhart  resolution  adopted  last  year. 
I  opposed  the  exclusion  of  these  workers 
from  the  Social  Security  System  last 
year.  My  opinion  has  not  changed  and 
I  am  glad  to  support  the  extension  of  the 
old-age,  disability,  and  survivors’  system 
to  them  as  provided  in  the  bill. 

PUERTO  RICO  AND  THE  VIRGIN  ISLANDS 

Both  the  insurance  and  public-assist¬ 
ance  programs  would  be  extended  to  the 
Virgin  Islands  and  Puerto  Rico  under 
the  provisions  of  H.  R.  6000.  However, 
the  insurance  program  would  not  become 
effective  in  Puerto  Rico  until  approved 
by  its  legislature. 

Social-security  legislation  already 
covers  Alaska  and  Hawaii,  and  the  com¬ 
mittee  believes  that  it  should  be  extended 
to  these  two  other  important  possessions. 
These  islands,  with  their  limited  eco¬ 
nomic  resources,  have  been  unable  to 
raise  sufficient  funds  to  care  for  their 
needy  people.  At  the  same  time  their 
economies  are  becoming  more  and  more 
closely  intermeshed  with  that  on  the 
mainland  and  there  is  considerable  mi¬ 
gration,  so  that  the  provisions  of  the 
insurance  system  should  become  uni¬ 
versal. 


At  present  the  Federal  Government 
makes  grants  to  both  Puerto  Rico  and 
the  Virgin  Islands  for  public  health  and 
child  welfare  and  to  Puerto  Rico  for  vo¬ 
cational  rehabilitation,  so  that  the  ex¬ 
tension  of  a  public- assistance  system 
seems  reasonable.  However,  since 
Puerto  Rico  and  the  Virgin  Islands  have 
a  somewhat  lowel  level  of  economy  than 
on  the  mainland,  and  since  the  programs 
are  just  being  instituted,  the  committee 
believes  that  action  taken  in  this  direc¬ 
tion  should  be  conservative.  According¬ 
ly,  the  maximum  dollar  limitation  on  in¬ 
dividual  assistance  established  in  the 
original  Social  Security  Act  in  1935  are 
provided  for  Puerto  Rico  and  the  Virgin 
Islands  in  the  bill.  Also  it  is  provided 
that  the  Federal  share  of  assistance 
costs  shall  be  one-half  of  the  total,  rather 
than  a  higher  proportion  as  for  the 
various  States. 

In  the  field  of  old-age  and  survivors’ 
insurance,  I  feel  that  it  is  very  desirable 
to  include  Puerto  Rico  and  the  Virgin 
Islands.  Many  workers  there  move  back 
and  forth  from  the  mainland  and  so  al¬ 
ready  have  established  credits  in  the 
system.  Although  their  level  of  econ¬ 
omy  is  below  ours,  the  wage  rates  are 
sufficient  so  that  the  great  majority  of 
the  workers  will  be  able  to  qualify  for 
benefits.  For  example  in  April  1948  the 
average  weekly  take-home  pay  was  in 
excess  of  $16  for  production  workers  in 
manufacturing  industries  and  was  over 
$10  for  all  of  the  various  subdivisions  of 
manufacturing  industries  and  for  vir¬ 
tually  all  of  the  other  employment  that 
would  be  covered.  It  will  be  noted  that 
an  average  of  $8  per  week  in  covered 
employment  is  needed  in  order  to  be¬ 
come  eligible  for  benefits.  If  the  insur¬ 
ance  system  is  not  established,  there 
will  be  a  relatively  heavy  drain  over  the 
long  run  through  the  public  assistance 
provisions,  and  this  is  undesirable  both 
from  a  fiscal  and  a  social  viewpoint. 

H.  R.  6000  provides  that  extension  of 
old-age  and  survivors’  insurance  to 
Puerto  Rico  shall  be  effective  only  if  its 
legislature  approves.  The  committee 
felt  that  this  was  desirable  because  of 
the  somewhat  autonomous  position  of 
Puerto  Rico.  However,  it  is  certain  thffi; 
Puerto  Rico  will  wish  to  participate  in 
this  program  since  a  number  of  their 
high  officials  have  made  this  statement. 

About  5,000  persons  would  be  covered 
in  the  Virgin  Islands  and  about  250,000 
in  Puerto  Rico  during  the  course  of  an 
average  week.  The  workers  in  these 
areas  of  our  American  economy  are 
among  those  most  in  need  of  social  in¬ 
surance  protection.  Their  wages  aver¬ 
age  somewhat  less  than  50  percent  of 
the  average  wage  rates  in  the  United 
States  yet  the  over-all  cost  of  living  is 
not  significantly  lower.  Thus  it  is  even 
more  difficult  for  them  than  for  workers 
in  the  States  to  lay  aside  funds  from 
current  earnings  to  keep  them  or  their 
dependents  off  the  public  assistance  rolls 
when  the  breadwinner  becomes  too  old 
to  work,  becomes  permanently  and  to¬ 
tally  disabled  or  dies.  Moreover,  an 
increasing  number  of  the  residents  of 
these  insular  possessions  are  employed 
in  the  States.  While  they  are  here 
many  of  them  are  in  jobs  covered 


by  the  social-security  program,  and, 
therefore  pay  taxes  on  their  wages  but 
if  they  return  to  employment  in  their 
home  communities  they  often  lose  all 
social-insurance  protection  as  well  as 
their  contributions.  By  extending  cov¬ 
erage  of  the  Federal  social-insurance 
program  to  services  performed  on  the 
islands  this  unjust  result  would  be 
avoided.  I  believe  the  workers  of  Puerto 
Rico  and  the  Virgin  Islands  should  be 
afforded  the  opportunity  to  secure  pro¬ 
tection  for  themselves  and  their  depend¬ 
ents  against  the  economic  hazards  of  old 
age,  disability  and  death  regardless  of 
whether  they  work  in  the  States  or  in 
their  home  communities.  These  work¬ 
ers  want  to  earn  this  protection  by 
making  contributions  from  their  earn¬ 
ings  during  their  productive  years  and 
to  receive  benefit  payments  as  an  earned 
right.  They,  like  other  American  work¬ 
ers,  do  not  want  to  have  to  rely  on 
public-assistance  payments,  made  on 
the  basis  of  a  means  test  and  paid  from 
general  revenues,  for  protection  against 
loss  of  income  due  to  these  common 
hazards. 

In  summary,  I  believe  that  the  ex¬ 
tension  of  the  social-security  system  to 
Puerto  Rico  and  the  Virgin  Islands  is 
long  overdue.  These  islands  are  part 
of  the  United  States  and  should  be 
entitled  to  the  advantages  of  social  se¬ 
curity. 

Mr.  Chairman,  I  repeat — this  is  a 
good  bill.  It  will  be  the  answer  to 
the  prayer  of  many  an  aged  person 
who,  as  the  years  go  by,  is  confronted 
with'  the  terrorizing  thought  of  depend¬ 
ing  on  public  charity.  With  the  ex¬ 
tended  coverage  under  this  bill  of  11,- 
000,000  more  persons  and  with  the  in¬ 
creased  benefits  it  provides,  it  will  enable 
the  46,000,000,000  people  covered  under 
social  security  to  look  forward  to  their 
declining  years  with  confidence  that  they 
will  not  become  public  charges,  but  will 
be  able  to  live  on  the  annuity  payments 
which  they  purchased  during  the  days 
of  their  employment. 

I  shall  vote  for  the  bill.  I  am  confi¬ 
dent  of  its  passage. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  I  yield  such  time  as  he  may 
desire  to  the  gentleman  from  New  York 
[Mr.  Javits]. 

Mr.  JAVITS.  Mr.  Chairman,  I  shall 
support  this  bill.  It  is  a  necessary  and 
prudent  measure  and  well  within  our 
means.  I  have  always  favored  the  ex¬ 
tension  and  expansion  of  the  social-se¬ 
curity  system.  I  think  it  is  especially 
noteworthy  and  I  am  very  glad  to  see 
that  the  self-employed  have  been  in¬ 
cluded  in  the  bill,  as  well  as  employees  of 
State  and  local  governments  and  em¬ 
ployees  of  nonprofit  institutions;  al¬ 
though  I  would  have  liked  to  see  the  non¬ 
profit  institutions  fully  under  the  system 
like  other  employers.  I  am  glad  to  note 
that  the  word  “employee”  is  redefined  to 
include  salesmen  and  certain  other  em¬ 
ployees,  also  that  the  benefits  have  been 
materially  increased  for  those  who‘  are 
under  the  old-age  and  survivors’  insur¬ 
ance,  and  that  the  limitation  on  their 
monthly  earnings  is  materially  increased 
under  this  bill. 

The  fundamental  economic  basis  pro¬ 
vided  for  our  society  by  the  social-se- 
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curity  system  is  of  vital  importance  to 
domestic  stability  and  to  the  strength  of 
our  position  in  the  world.  For  this 
strength  rests  on  a  people  confident  of 
their  capacity  to  produce,  and  to  look 
to  their  future  security  and  provide  for 
it.  The  social-security  system  as  a  base 
is  improved  by  this  bill;  real  and  further 
progress  toward  adequate  security  due 
to  old  age,  sickness,  or  disability  rests  on 
the  efforts  of  industry  in  all  its  com¬ 
ponent  parts.  This  is  one  of  the  great 
challenges  to  our  private-enterprise 
system,  how  to  provide  adequate  security 
and  to  coordinate  it  with  the  social- 
security  system  for  the  best  benefit  of 
our  people. 

At  the  convention  of  the  American 
Federation  of  Labor  in  Miami  in  Febru¬ 
ary  of  this  year,  that  union’s  executive 
council  issued  a  statement  which  has 
special  significance  at  this  time.  They 
said: 

To  the  extent  that  real  social  security  is 
provided  for  the  American  people,  the  free- 
enterprise  system  will  become  correspond¬ 
ingly  secure  against  ideological  attacks. 

(Mr.  JAVITS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his 
remarks.) 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  I  yield  such  time  as  he  may 
desire  to  the  gentleman  from  Pennsyl¬ 
vania  tMr.  Van  ZandtL 

Mr.  VAN  ZANDT.  Mr.  Chairman, 
during  my  career  in  Congress  which  be¬ 
gan  in  1939  very  little  has  been  done 
toward  amending  the  Social  Security  Act. 
Every  effort  made  since  1939  was  met 
with  the  excuse  “there  is  a  war  to  be 
won.” 

As  a  result  no  action  was  taken  for  10 
years  despite  the  fact  that  there  was 
need  for  revising  the  existing  law.  Each 
time  we  tried  to  do  something  we  were 
told  that  a  committee  or  a  commission 
was  engaged  in  studying  the  structure 
of  the  Social  Security  Act.  The  infer¬ 
ence  was  that  if  we  were  patient  long 
enough,  Congress  would  receive  recom¬ 
mendations  for  streamlining  the  Social 
Security  Act. 

Now  we  are  considering  H.  R.  6000 
which  we  are  informed  represents  the 
efforts  of  the  House  Committee  on  Ways 
and  Means  over  a  period  of  6  months. 

The  bill  is  not  only  disappointing  in  its 
provisions  but  it  lacks  features  that 
should  have  been  included  in  such  a 
measure.  To  have  waited  10  long  years 
end  then  be  handed  a  tailor-made  bill 
without  the  right  to  amend  it  is  a  blow  to 
the  great  American  principles  of  fair 
play  and  justice. 

We  are  considering  a  bill  that  affects 
the  lives  of  over  50,000,000  persons  and 
their  families.  We  are  taking  such 
action  at  a  time  when  the  pension  issue 
has  invaded  every  segment  of  American 
life.  We  witness  the  pension  issue  being 
discussed  freely  in  management  and 
labor  circles  where  it  has  become  the 
focus  point  of  collective-bargaining 
conferences. 

The  controversy  over  the  need  for  uni¬ 
versal  pensions  is  so  pronounced  that  the 
day  is  not  far  distant  when  such  an  ob¬ 
jective  will  be  realized. 


Today,  I  am  in  utter  dismay  over  the 
fact  that  this  Congress  is  being  asked 
to  approve  a  bill  in  a  “take  it  or  leave  it” 
atmosphere.  This  is  especially  dis¬ 
heartening  when  we  are  asked  by  such 
procedure  to  turn  a  deaf  ear  to  the  plight 
of  the  elderly  citizens  who  helped  build 
this  great  Nation. 

According  to  the  Bureau  of  the  Census 
there  were  16,799,000  persons  in  the 
United  States  aged  60  years  and  over  on 
July  1,  1948.  A  large  percentage  of  this 
number  includes  men  and  women  who  are 
unable  to  work  or  support  themselves.  It 
is  this  great  class  of  citizens  that  we 
have  completely  ignored  despite  the  fact 
that  it  is  not  their  fault  that  they  toiled 
and  paid  taxes  when  pensions  and  social 
security  were  but  vague  dreams. 

It  is  a  national  disgrace  to  realize  the 
tears  we  shed  over  displaced  persons 
overseas  while  we  give  the  “cold  shoulder” 
to  deserving  American  citizens  who  in  the 
twilight  of  life  have  not  enough  material 
assistance  to  keep  body  and  soul  together. 
We  send  billions  of  dollars  overseas  and 
plan  on  sending  billions  more  to  help 
what  are  called  the  “backward  nations” 
of  the  world.  At  the  same  time  our  only 
concern  for  the  aged  citizens  of  this  Na¬ 
tion  is  the  shedding  of  a  few  crocodile 
tears  every  time  a  political  platform  is 
adopted. 

I  cannot  in  good  conscience  remain 
silent  any  longer  while  this  bill  is  lauded 
as  being  for  the  welfare  of  the  American 
people.  While  I  approve  heartily  of  the 
increased  benefits  for  those  recipients 
who  have  earned  them  by  contributions 
from  their  pay,  it  is  a  deplorable  fact 
that  the  House  Ways  and  Means  Com¬ 
mittee  after  6  months  of  hearings  and 
study  failed  to  heed  the  anguished  cries 
of  the  millions  of  elderly  citizens  who  are 
left  with  no  assurance  that  the  present 
Congress  intends  to  do  anything  for  them 
but  to  continue  to  promise  to  consider 
their  plight.  Let  us  search  our  own  con¬ 
science  and  face  the  fact  that  we  are  by 
cur  actions  betraying  millions  of  God¬ 
fearing  American  citizens. 

I  shall  support  this  bill  but  I  do  so  in 
a  spirit  of  reluctance  and  with  great  dis¬ 
gust. 

fMr.  VAN  ZANDT  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  I  yield  7  minutes  to  the  gen¬ 
tleman  from  North  Dakota  [Mr.  Bur¬ 
dick]  . 

Mr.  BURDICK.  Mr.  Chairman,  the 
whole  plan  of  this  bill  is  directed  to  those 
now  employed  whereby  they  can  partici¬ 
pate  in  payments  to  a  fund  upon  which, 
later  in  life,  they  may  draw.  I  have  no 
fault  to  find  with  this  theory.  What  I  am 
concerned  about  is  that  class  of  people 
who,  in  their  past  lives,  have  had  no  op¬ 
portunity  to  contribute  to  any  fund  upon 
which  they  can  draw  later  in  life.  I  refer 
to  the  aged,  those  65  years  of  age  or  older; 
the  crippled;  the  blind;  and  dependent 
children. 

This  bill  has  definitely  overlooked  this 
class  and  for  that  reason  is  a  total  dis- 
appointihent. 

In  North  Dakota  as  the  old-age  assist¬ 
ance  has  operated  the  Federal  Govern¬ 


ment  share  in  old-age  assistance  is  as 


follows: 

Government  share  of  the  first  $20,  three- 

fourths  or _ $13 

Government  share  of  the  remaining  pay¬ 
ments  up  to  a  maximum  of  $50,  one- 
half  or__ _  15 

Total  Government  aid  on  a  maximum 
of  $50 _  30 


The  Government  share  of  the  first  $25 
is  four-fifths,  or  $20;  on  the  next  $10  is 
one-half,  or  $5;  on  the  next  $15  is  one- 
third,  or  $5. 

In  other  words,  the  present  bill  does 
not  change  the  maximum  of  $50  and  the 
contribution  of  the  Government  is  $30 
out  of  $50  just  exactly  as  it  is  in  the  pres¬ 
ent  operating  plan. 

The  only  difference  is  that  on  the  first 
$25  the  Government  assumes  a  larger 
share.  This  might  help  in  some  States 
where  payments  are  small,  but  in  North 
Dakota  it  will  not  help  at  all.  The  North 
Dakota  law  provides  that  these  payments 
shall  be  $60  per  month  as  a  minimum. 
The  Government  share  of  this  $60  pay¬ 
ment  is,  therefore,  $30,  and  the  State  of 
North  Dakota  will  make  up  the  differ¬ 
ence,  or  $30  per  month. 

The  committee  makes  the  statement 
that  it  will,  cost  the  Federal  Government 
$256,000,000  annually  more  than  it  did 
before.  This  statement  should  not  have 
been  made.  After  appropriating  billions 
and  billions  for  every  country  on  earth, 
it  does  not  sound  statesmanlike  to  pounce 
upon  this  insignificant  sum  of  $256,000,- 
000  when  we  come  to  take  care  of  our 
own  aged,  blind,  crippled,  and  dependent 
children. 

I  voted  against  the  rule  on  this  bill 
because  it  denies  any  and  every  chance 
to  amend  the  bill.  We  shall  have  to  take 
it  as  it  is  or  reject  it.  If  we  reject  it,  then 
a  plan  for  those  now  working  to  par¬ 
ticipate  in  a  fund  in  old  age  will  be  de¬ 
stroyed  for  the  present.  The  movement 
that  started  this  whole  social-security 
program,  the  Townsend  pension  system, 
cannot  even  be  discussed  because  no 
amendments  are  in  order.  This  bill  takes 
care  of  practically  every  class  except 
farmers,  and  we  can  offer  no  amendment 
to  correct  this  situation.  The  Ways  and 
Means  Committee  and  the  Rules  Com¬ 
mittee  have  this  legislation  bottled  up 
and  the  people’s  Representatives  are 
powerless  to  do  anything  about  it — ex¬ 
cept  talk.  This  procedure  does  not  sound 
like  democracy  to  me.  I  voted  against 
any  such  rule. 

Now  that  we  are  bottled  up,  ham¬ 
strung,  and  shackled,  we  can  take  the 
bill  as  it  is  or  take  nothing.  The  system 
of  providing  those  now  working  with  a 
little  assurance  later  in  life  is  worth 
saving,  and  for  that  reason  I  will  vote  for 
It. 

I  desire,  however,  to  comment  that  it  is 
a  disgrace  to  this  great  democracy,  the 
mightiest  nation  on  earth,  to  deny  to 
the  aged,  the  blind,  the  crippled,  and 
dependent  children,  a  decent  standard 
of  living.  I  hope  those  voting  in  com¬ 
mittee  for  this  rule  will  some  day  be  in 
the  class  of  those  old  people  who  try  to 
live,  pay  rent,  clothe  themselves,  buy  the 
necessities  of  life  on  $50  per  month.  We 
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should  have  made  it  possible  for  the 
aged  in  America  to  have  meat  twice  a 
week  instead  of  once.  Where  is  one  of 
the  “four  freedoms” — where  has  it  gone 
in  our  philosophy  of  thinking?  Have 
we  forgotten  it,  or  have  we  repealed  it? 
Freedom  from  want — where  is  it  in  this 
great  democracy? 

Mr.  JENSEN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BURDICK.  I  yield  to  the  gentle¬ 
man  from  Iowa. 

Mr.  JENSEN.  I  am  in  hearty  agree¬ 
ment  with  what  the  gentleman  from 
North  Dakota  has  just  said  about  the 
aged,  the  blind,  and  the  crippled.  Cer¬ 
tainly  this  Nation  has  been  mighty  nig¬ 
gardly  to  those  people.  I  hang  my  head 
in  shame,  as  I  am  sure  the  gentleman 
does,  when  an  old  person,  who  has 
through  no  fault  of  his  own  lost  all  the 
money  he  has  had  in  many  instances, 
then  must  take  a  pauper’s  oath  in  order 
to  get  a  meager  pension  which  is  not 
sufficient  to  live  decently  on  from  one  day 
to  the  next.  I  had  hoped  that  this- bill 
would  be  more  liberal  in  that  respect. 
I  certainly  want  to  compliment  the  gen¬ 
tleman  from  North  Dakota  for  standing 
up  here  and  fighting  for  the  old  folks,  the 
blind,  and  the  crippled,  who  cannot  help 
themselves.  Certainly  we  should,  in 
either  this  session  of  Congress  or  very 
soon,  do  a  lot  more  for  those  folks  than 
we  have  done  up  to  date. 

Mr.  BURDICK.  The  gentleman  has 
made  a  very  fine  statement  of  the  situa¬ 
tion. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  North  Dakota  has  ex¬ 
pired. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Illinois  [Mr.  Vursell!  . 

(Mr.  VURSELL  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  VURSELL.  Mr.  Chairman,  we  are 
nearing  the  end  of  the  debate  in  this 
House  on  social-security  legislation.  We 
are  writing  permanent  law.  We  are  es¬ 
tablishing,  in  my  judgment,  without  suf¬ 
ficient  consideration,  permanent  policies 
with  reference  to  social  security  which 
cannot  be  changed.  In  fact,  we  are  writ¬ 
ing  and  establishing  into  law  a  contract 
or  compact  with  over  40,000,000  people 
which  will  doubtless  continue  in  per¬ 
petuity. 

In  considering  this  legislation  of  such 
tremendous  importance,  full  opportunity 
to  consider  and  to  amend  it  should  be 
the  privilege  of  all  of  the  Members.  This 
is  not  the  case  because  the  leaders  of  the 
administration,  through  its  influence 
with  the  rules  committee,  brought  this 
legislation  to  the  floor  of  the  House  un¬ 
der  instructions  that  no  amendments 
could  be  offered  or  considered  by  any  of 
the  Members  of  this  House.  It  was 
brought  to  the  floor  under  what  is  termed 
a  “closed  rule”  which  will  not  permit  its 
amending  in  any  way.  I  think  it  is  un¬ 
fortunate  that  we,  in  the  minority,  who 
honestly  believe  that  the  legislation  can 
be  improved  by  nine  important  amend¬ 
ments,  do  not  have  an  opportunity  to 
offer  these  amendments  and  to  debate 
them  allowing  the  435  Members  of  this 
House  to  individually  decide  whether  or 


not,  under  the  weight  of  evidence,  some 
or  all  of  these  amendments  should  be 
incorporated  in  the  bill. 

Out  of  the  25  members  of  the  Ways 
and  Means  Committee,  10  or  more  were 
opposed  to  bringing  this  bill  to  the  floor 
of  the  House  under  a  gag  or  closed  rule. 
Many  of  the  members  of  this  committee 
have  expressed  their  desire  that  at  least 
nine  of  the  amendments  suggested  by  the 
minority,  which  are  contained  in  the 
Kean  recommital  motion  which  will  later 
be  made,  should  have  been  brought  out  on 
the  floor  of  the  House  as  amendments  so 
that  all  of  the  Members  of  the  House 
would  have  an  opportunity  to  judge  them 
on  their  merits. 

We,  who  take  this  position,  are  placed 
in  the  position  where  we  must  vote 
against,  on  the  final  roll  call,  all  of  the 
benefits  contained  in  H.  R.  6000,  or  vote 
for  parts  of  it  which  we  heartily  approve, 
along  v/ith  provisions  of  the  bill  which 
we  just  as  ardently  oppose. 

Practically  all  of  us  realize  that  social- 
security  benefits  should  be  increased  and 
the  coverage  base  broadened.  In  fact, 
Congressman  Kean’s  bill  provides  for  in¬ 
creasing  the  benefits  and  broadening  the 
coverage  on  the  same  ratio  as  does  the 
administration  bill.  No  one  can  justly 
say  that  any  amendments  desired  to  be 
offered  which  are  denied  us  here  on  the 
floor  of  the  House  today  under  the  closed 
rule  seek,  in  any  way,  to  give  lesser  bene¬ 
fits  under  old-age  assistance  and  social 
security  than  does  the  administration 
bill.  The  benefits  are  practically  the 
same  in  both  bills  but  it  is  my  contention 
that  the  policy  of  approach  in  the  Kean 
bill  will  better  protect  the  security  trust 
fund  and  thereby  the  whole  system  of 
public  assistance  and  social  security,  will 
not  only  pay  equal  benefits  but  will  cost 
those  paying  into  this  trust  fund,  both 
the  employee  and  the  employer,  over  a 
term  of  years,  less  money . 

Mr.  Chairman,  we  will  have  only  one 
opportunity  to  express  our  disapproval  of 
the  administration  bill  and  that  will  come 
at  the  close  of  the  debate  on  a  motion  to 
recommit.  In  other  words,  we  must  take 
the  bill  without  amendments  as  reported 
to  the  House  or  leave  it. 

I  submit  that  the  bill  should  have  been 
brought  to  the  floor  of  the  House  under 
an  open  rule  so  that  it  could  have  been 
perfected  and  improved  according  to  the 
judgment  of  the  House. 

If  the  motion  to  recommit  provides 
that  it  be  returned  forthwith  substituting 
the  Kean  bill,  I  shall  support  the  motion 
to  recommit. 

Time  will  not  permit  a  full  discussion 
of  all  of  the  amendments.  It  is  sufficient 
to  say  that  the  Kean  bill  would  bring 
about  a  saving  of  about  $1,000,000,000  a 
year.  In  addition,  it  would  better  pro¬ 
tect  the  fund  and  would  cost  the  poor 
people  for  which  social  security  was  set 
up  to  benefit,  less  money  each  year.  An¬ 
other  amendment  in  the  Kean  bill  would 
better  define  who  is  an  employee  and 
who  is  not.  It  would  give  the  Congress 
the  right  to  say  who  is  an  employee  and 
employer,  who  should  come  under  the 
scope  of  this  bill  rather  than  to  place 
that  power  in  the  hands  of  the  bureau¬ 
crats  as  the  administration  bill  does.  It 
would  provide  for  total  and  permanent 


disability  benefits  but  would  place  the 
obligation  of  payment  of  these  benefits  in 
the  category  of  public  assistance  where 
they  should  be,  rather  than  paying  them 
out  of  the  social  security  fund. 

It  would  confine  the  operation  of  social 
security  to  payments  up  to  $3,000  as  is 
the  established  custom  throughout  the 
Nation,  rather  than  to  raise  it  to  $3,600  as 
provided  in  the  administration  bill. 

The  original  social-security  law  was 
intended  to  provide  security  for  the  poor 
people  who  were  not  able  to  provide  their 
own  security  in  old  age.  When  it  was 
established  they  set  the  limit  of  those 
employees  and  employers  who  should 
pay  into  the  fund  as  those  who  were 
earning  wages  up  to  $3,000  a  year.  Now 
the  administration  bill  will  take  the 
employee  who  comes  in  at  $3,600  a 
year  and  place  him  under  the  social  se¬ 
curity  act,  the  added  weight  of  the  in¬ 
crease  from  $3,000  to  $3,600  a  year  will 
work  to  the  disadvantage  of  the  poor  peo¬ 
ple  who  have  been  paying  in  up  to  and 
under  $3,000  a  year. 

Mr.  Chairman,  I  am  a  firm  believer  in 
the  necessity  of  increasing  social  security 
benefits  and  broadening  the  social  secur¬ 
ity  base.  We  all  realize  that  the  best  pos¬ 
sible  provisions  the  economy  of  our 
Nation  can  stand  must  be  provided  for 
the  older  people  who  find  it  difficult  to 
support  themselves.  In  fact,  I  had  rep¬ 
resentatives  of  the  Social  Security  Ad¬ 
ministration  come  to  my  office  last  year 
for  two  long  sessions  when  I  was  con¬ 
sidering  introducing  a  bill  to  increase 
such  benefits.  Realizing  that  it  would 
require  longer  study  in  considering  such 
legislation  than  time  would  permit,  I 
deferred  introducing  a  bill  to  provide  for 
an  increase  in  social-security  benefits  in 
the  hope  that  full  and  complete  study 
could  be  given  to  this  broad  subject  which 
would  enable  us  to  write  the  best  possible 
legislation  in  this  session. 

I  do  approve  of  many  of  the  provisions 
of  the  administration  bill  but  I  feel  cer¬ 
tain  that  had  the  bill  come  to  the  floor 
under  an  open  rule  we  could  and  would 
have  written  a  better  bill  than  the  one 
we  shall  have  to  decide  on  here  today. 

I  hope  and  believe  that  when  this  bill 
is  passed  today  and  goes  to  the  Senate, 
that  body  will  write  into  this  bill  when 
considering  it  next  year,  many  of  the 
provisions  that  we  of  the  minority  feel 
should  be  incorporated  in  this  legisla¬ 
tion.  I  regret  that  we  are  placed  in  a 
position  where  this  great  deliberative 
body  of  the  House  cannot  better  perfect 
this  bill  before  it  is  sent  to  the  Senate.  I 
may  support  the  bill  if  the  Kean  substi¬ 
tute  is  voted  down,  in  the  hope  that  many 
of  the  provisions  we  would  like  to  write 
into  this  bill  will  have  been  written  into 
it  when  it  comes  back  to  us  from  the 
.  Senate  in  1950. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  California  [Mr.  Holi- 
FIELD 1 

(Mr!  HOLIFIELD  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  HOLIFIELD.  Mr.  Chairman,  I 
rise  in  support  of  H.  R.  6000,  the  social- 
security  bill  now  pending  before  this 
Congress.  I  wish  to  commend  the  great 


14196 


CONGRESSIONAL  RECORD— HOUSE 


October  5 


Ways  and  Means  Committee  for  bring¬ 
ing  this  bill  up  for  consideration. 

While  I  would  like  to  see  a  bill  passed 
which  would  cover  all  of  the  aged  citizens 
of  our  country  with  a  decent  old-age 
pension,  I  realize  that  it  is  impossible  to 
pass  such  a  bill  in  this  session  of  Con¬ 
gress.  In  a  democracy  we  must  proceed 
according  to  the  will  of  the  majority,  and 
until  the  popular  will  is  expressed  so 
forcibly  on  the  pension  question  that  a 
majority  of  legislators  feel  as  I  do,  until 
that  time  we  must  make  progress  to  our 
goal  in  the  best  way  possible. 

H.  R.  G000  is  an  important  step  for¬ 
ward  in  bringing  social  security  to  our 
people.  As  the  years  go  by  we  will 
amend  and  improve  our  social-security 
laws  until  the  fourth  freedom,  freedom 
from  want,  becomes  a  reality  to  our 
senior  citizens. 

Our  Government  acknowledged  its  re¬ 
sponsibility  to  part  of  our  people  when  it 
passed  the  first  old-age  insurance  plan 
in  1935.  Several  amendments  have  been 
passed  between  1935  and  1949  which 
broadened  the  coverage  of  the  original 
act  and  clarified  certain  provisions  con¬ 
tained  therein. 

At  the  present  time  35,000,000  persons 
are  receiving  old-age  and  survivors  in¬ 
surance.  The  passage  of  H.  R.  6000  will 
broaden  this  coverage  immediately  to 
approximately  46,000,000  people.  This 
is  an  increase  in  coverage  to  over  11,000,- 
000  new  persons. 

Not  only  is  the  coverage  enlarged  but 
the  benefits  are  greatly  increased.  The 
average  primary  benefit  is  increased 
from  $26  a  month,  for  a  retired  insured 
worker,  to  $44  per  month.  The  table 
printed  below  shows  the  increase  in  in¬ 
dividual  cases: 


New  primary 
insurance  amount 


Present  primary  insurance  benefit: 

$10 _ _ _ 

$15 _ 

$20 _ 

$25 _ 

$30 _ 

$35 _ 

$40 _ 

$45 _ 


$25 

31 

36 

44 

51 

55 

60 

64 


Persons  who  retire  after  1949  can  ex¬ 
pect  approximately  double  the  average 
benefit  they  would  receive  under  present 
law. 

i  Another  important  provision  of  the 
pending  bill  is  the  increase  on  the  earn¬ 
ing  limitation  of  beneficiaries.  The 
amount  a  beneficiary  may  earn  in  cov¬ 
ered  employment  without  loss  of  benefits 
Is  increased  from  $14.99  to  $50  per  month. 
This  will  be  a  great  boon  to  those  indi¬ 
viduals  who  are  still  able  to  obtain  part- 
time  earnings  after  they  pass  the  age  of 
65  and  have  started  drawing  their  social- 
security  benefits. 

i  Another  important  provision  in  the 
new  bill  is  the  extension  of  old-age  bene¬ 
fits  to  those  persons  certified  to  be  to¬ 
tally  and  permanently  disabled,  although 
they  have  not  reached  the  age  of  65.  At 
the  present  time  these  unfortunate  peo¬ 
ple,  many  of  whom  have  contributed  to 
the  social-security  program  since  its  in¬ 
ception,  and  suddenly  have  become  to¬ 
tally  and  permanently  disabled,  through 
sickness  or  accident,  still  are  not  eligible 
for  accrued  benefits  because  they  have 


not  reached  the  age  level  of  65  years. 
The  pending  bill  corrects  this  defect,  and 
with  its  passage  such  persons  can  be 
immediately  certified  for  benefits. 

The  maximum  family  benefits  are  in¬ 
creased  from  $85  per  month  to  $150  per 
month  and  the  child-welfare  services  are 
doubled. 

Almost  a  million  salesmen  who  were 
deprived  of  social-security  status  and 
benefits  by  the  Eightieth  Congress  are 
restored  to  participation  in  benefits. 

One  of  the  important  improvements 
brought  about  by  H.  R.  6000  is  the  inclu¬ 
sion  of  the  self-employed  in  the  social- 
security  program.  This,  in  itself,  cor¬ 
rects  a  grave  defect  in  the  present  law. 
At  the  present  time  over  4,500,000  self- 
employed  people  are  denied  old-age  in¬ 
surance  and  dependency  survivors’  bene¬ 
fits.  This  group  includes  most  of  the 
small  merchants,  barbers,  gasoline-sta¬ 
tion  attendants,  garage  owners,  and 
other  smali-business  people.  Many  of 
these  persons  have  a  few  employees  for 
whom  they  have  contributed  the  employ¬ 
er’s  share  of  social-security  payments 
for  many  years.  Yet  heretofore  they 
have  been  ineligible  for  personal  protec¬ 
tion.  Under  this  bill,  H.  R.  6000,  they 
will  become  eligible  and  their  fears  of 
an  unprotected  old  age  will  be  dimin¬ 
ished. 

In  closing,  Mr.  Chairman,  I  want  to 
say  that  I  am  going  to  vote  for  H.  R. 
6000  for  many  reasons,  including  the 
ones  I  have  mentioned.  I  also  want  to 
point  out  that  the  problem  of  personal 
security  and  freedom  from  want  among 
persons  in  the  declining  years  of  life  will 
continue  to  be  one  of  the  great  and  only 
partially  solved  questions  which  face  our 
great  democratic  society. 

Social  security  is  Government’s  most 
humane  and  ambitious  attempt  to  date 
to  solve  this  problem.  Unfortunately,  it 
is  far  from  adequate.  Private  industry 
pensions  present  another  approach  with 
some  merit  but  with  great  danger,  both 
as  to  coverage  and  stability.  Privately 
purchased  annuities  are  also  good  for 
those  who  can  afford  such  an  approach. 
All  of  these  methods  are  piecemeal  at¬ 
tempts  and  they  all  fail  to  solve  this 
problem  of  old-age  security  in  a  satis¬ 
factory  manner.  None  of  these  methods 
can  be  abandoned,  however,  until  a  ma¬ 
jority  of  our  people  can  agree  on  a  spe¬ 
cific  solution. 

I  firmly  believe  that  a  national  old-age 
pension  should  be  provided  for  our  aged 
people.  The  amount  should  be  deter¬ 
mined  and  paid  on  a  Nation-wide  basis 
rather  than  by  the  individual  States. 
This  would  be  more  equitable  and  would 
also  prevent  the  present  migration  of 
persons  from  the  low-pension  States  to 
the  high-pension  States. 

Private  industry  pensions  should  be 
coordinated  and  eventually  absorbed  by 
the  Federal  pension.  In  my  opinion, 
private  industry  pensions  are  dangerous 
fi’om  the  standpoint  of  the  hazards  of 
bankruptcy  and  maladministration. 
Certainly  private  industry  pensions 
should  not  be  a  subject  of  collective 
bargaining  and  subject  to  all  the  perils 
of  labor-management  differences.  In 
addition  to  the  above-mentioned  defects, 
such  pensions  are  in  effect  a  special  levy 


on  industry  customers  for  the  benefit  of 
a  comparatively  small  part  of  our  people. 

A  Federal  pension  paid  from  Federal 
taxes  and  administered  on  a  equitable 
Nation-wide  basis  to  all  of  our  aged  and 
disabled  citizens  is,  in  my  opinion,  the 
only  complete  and  sensible  goal  for  us 
to  work  toward.  The  passage  of  H.  R. 
6000  will  be  just  one  more  step  forward 
toward  the  realization  of  that  goal. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Missouri  [Mr.  Christopher]  . 

(Mr.  CHRISTOPHER  asked  and  was 
given  permission  to  revise  and  extend  his 
remarks  ) 

Mr.  CHRISTOPHER.  Mr.  Chairman, 
I  want  to  begin  by  praising  the  Com¬ 
mittee  on  Ways  and  Means  for  the  dili¬ 
gent  consideration  they  gave  this  meas¬ 
ure  and  for  the  hard  work  they  per¬ 
formed  in  preparing  it,  and  for  the  con¬ 
scientious  effort  and  hard  labor  that  they 
put  into  bringing  this  measure  to  the 
floor. 

I  also  want  to  compliment  the  Com¬ 
mittee  on  Rules  on  giving  us  the  kind  of 
a  rule  they  did,  and  I  want  to  compli¬ 
ment  the  House  on  accepting  that  rule 
and  thereby  preventing  the  enemies  of 
this  legislation — and  I  am  sorry  to  say 
that  it  still  has  a  few  enemies — from 
picking  out  a  piece  here  and  pulling  out 
a  thread  there  and  leaving  us  at  the  end 
of  2  or  3  days  in  this  House  with  a  meas¬ 
ure  which  nobody  could  be  proud  of;  a 
measure  that  we  would  either  have  to 
send  back  to  the  committee, or  go  off 
shaking  our  heads  and  muttering  on  how 
we  voted.  This  legislation  is  in  the  posi¬ 
tion  at  the  present  time  that  it  ought  to 
be,  and  it  has  had  the  work  and  the  at¬ 
tention  of  our  Committee  on  Ways  and 
Means.  While  I  disagree  with  it  in  some 
particulars,  still  it  is  a  wonderful  bill, 
and  as  great  a  piece  of  legislation  as  we 
couid  expect. 

Like  the  gentleman  from  North  Da¬ 
kota  [Mr.  Burdick]  and  some  other  gen¬ 
tlemen  that  spoke  on  the  floor  of  this 
House,  I  am  sorry  that  it  does  not  include 
the  6,000,000  farmers  and  their  families 
in  the  United  States.  But  I  am  sure  that 
in  the  near  future  those  people  will  be 
included  in  this  legislation. 

Now,  I  know  that  this  bill  can  be  criti¬ 
cized;  anything  can  be  criticized.  You 
know,  one  time  a  fly  alighted' on  Wash¬ 
ington  Monument  out  here;  just  a  com¬ 
mon  house  fly.  The  diameter  of  his 
vision  was  only  1  inch.  He  crawled  up 
and  down  that  monument.  He  was  a 
critical  fly.  He  said,  “Why,  this  stone  is 
not  perfect.  This  joint  is  not  laid  as  it 
ought  to  be.  Here  is  an  imperfection 
and  there  is  a  flaw.  This  is  a  very  poor 
piece  of  masonry.”  But  that  fly’s  vision 
was  only  an  inch  in  diameter. 

When  I  came  across  the  bridge  there 
last  winter  and  looked  at  that  Washing¬ 
ton  Monument  for  the  first  time  stand¬ 
ing  above  this  city  I  said,  “What  a  won¬ 
derful  triumph  of  masonry.”  I  could  see 
the  whole  monument.  My  vision  was  not 
restricted  to  1  inch  in  diameter.  You 
can  be  critical  of  anything  if^you  want 
to  pick  it  to  pieces. 

I  want  to  compliment  the  people  that 
were  in  this  House  14  years  ago  and  that 
passed  the  first  piece  of  social-security 
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legislation.  Some  of  the  gentlemen  are 
sitting  right  here  on  the  floor  of  this 
House  today  who  helped  put  that  deal 
over.  I  see  at  least  tv/o  of  them,  and  I 
know  there  are  more.  They  were  plow¬ 
ing  ground  that  had  never  been  plowed 
before.  They  were  traveling  down  a 
path  that  had  never  been  traveled  be¬ 
fore,  and  they  were  receiving  from  some 
quarters  mighty  little  encouragement. 

I  have  before  me  here  not  a  type¬ 
written  speech,  but  some  quotations. 

Mr.  Fuller,  Democrat,  said,  as  is 
quoted  in  volume  730  on  page  5861,  the 
Congressional  Record  of  14  years  ago: 

This  measure  carries  the  greatest  welfare 
features  and  relief  for  suffering  and  dis¬ 
tressed  humanity  that  has  ever  been  pre¬ 
sented  to  a  legislative  body;  it  carries  out  the 
teachings  of  the  lowly  Nazarene,  and  has  only 
been  made  possible  by  a  fearless,  big-hearted, 
inspired  leader  whose  heart  goes  out  to  the 
“forgotten  man.”  Every  thought,  every 
heartbeat,  and  every  action  of  our  great 
President  has  been  in  the  interest  of  the  weak 
and  oppressed.  No  man  can  be  a  good  Ameri¬ 
can  citizen  who  seeks  to  live  until  himself 
or  who  seeks  to  profit  and  accumulate  the 
wealth  of  the  country  with  no  regard  to  the 
duty  he  owes  to  his  unfortunate  neighbor. 
We  have  reached  the  cross  roads,  where  it  has 
become  necessary  for  us  to  realize  that  r.o 
nation  can  continue  to  prosper  “where 
wealth  accumulates  and  men  decay.” 

Our  majority  leader,  the  gentleman 
from  Massachusetts  [Mr.  McCormack], 
at  page  5872  had  this  to  say  regarding 
that  first  social-security  measure: 

Why  should  not  business  during  the  pro¬ 
ductive  period  of  an  employee’s  life  assume, 
in  part  at  least,  this  responsibility?  When 
an  employee  reaches  old  age  business  lets 
him  go.  Unlike  an  old  piece  of  machinery 
that  can  be  thrown  away  or  sold,  a  human 
being  cannot  be  sold.  He  can  be  thrown  out 
but  not  sold.  After  employment  ceases  and 
old  age  is  arrived  at,  with  no  resources,  so¬ 
ciety  must  assume  the  burden.  That  has, 
unfortunately,  been  our  experience  of  the 
past.  If  this  is  so,  it  is  only  proper  that  as  a 
part  of  the  cost  of  production,  business 
should  assume  the  responsibility  of  estab¬ 
lishing  a  fund  out  of  which  reasonable  bene¬ 
fits  will  come  to  the  unemployed  and  out  of 
which  earned  benefits  will  come  in  the  case 
of  the  old  and  the  aged. 

The  gentleman  from  New  York  [Mr. 
Taber],  a  Republican,  at  page  6054  had 
this  to  say: 

Never  in  the  history  of  the  world  has  any 
measure  been  brought  in  here  so  insidiously 
designed  as  to  prevent  business  recovery,  to 
enslave  workers,  and  to  prevent  any  possibil¬ 
ity  of  the  employers  providing  work  for  the 
people.  Mr.  Chairman,  is  it  not  about  time 
that  everyone  of  us  woke  up  and  realized  our 
constitutional  responsibility  to  pass  on  legis¬ 
lation  intelligently,  on  its  merits,  or,  as  in 
this  case,  on  its  absolute  lack  of  merit,  throw¬ 
ing  out  those  things  that  are  absolutely 
vicious? 

Again,  on  page  5547,  the  gentleman 
from  New  York  [Mr.  Taber]  had  the  fol¬ 
lowing  to  say: 

Mr.  Chairman,  it  seems  to  me  that  this 
tremendous  tax  should  not  be  imposed  upon 
industry  in  such  a  way  that  it  will  stop  and 
clog  recovery.  I  think  that  this  Congress  has 
done  almost  nothing  but  attempt  to  prevent 
recovery  ever  since  the  1st  day  of  March  1933. 
I  think  we  ought  to  stop  these  bills  that  are 
designed  by  the  “Brain  Trust”  and  which  can 
have  no  effect  upon  the  situation  in  America 


today  except  to  prevent  and  restrain  and 
keep  back  business  from  recovery. 

The  gentleman  from  New  Jersey  [Mr. 
Eaton],  a  Republican,  at  page  5581  of 
the  same  Record  said: 

Of  course,  all  the  political  mind  needs  to 
do  is  to  pick  up  a  great  complex  structure 
like  our  national  industrial  and  economic 
life,  which  took  300  years  to  create,  pass  a 
law,  rub  Aladdin’s  lamp,  and  behold  the  mil¬ 
lennium  has  come. 

Again,  on  page  5581,  the  gentleman 
from  New  Jersey  [Mr.  Eaton]  said: 

Mr.  Chairman,  I  think  we  stand  today  in 
this  country  at  the  crossroads  of  a  great  de¬ 
cision  which  transcends  all  parties,  all  sec¬ 
tions,  and  all  interests;  and  this  decision  is 
whether  we  are  going  to  choose  American 
organized  industry  as  the  instrument  for  the 
solution  of  these  tremendous,  far-reaching 
problems,  or  whether  we  are  going  to  resort 
to  some  modified  form  of  Russianism  and 
attempt  to  solve  these  problems  by  Govern¬ 
ment.  My  beloved  friend,  O’Connor,  made 
some  statement  to  the  effect  that  political 
parties  were  responsible  for  depressions  and 
for  recovery.  If  we  ever  get  out  of  this,  no 
political  party  will  do  it,  especially  the  Demo¬ 
cratic  Party,  because  we  have  none  anymore. 
You  have  not  been  within  shooting  distance 
of  your  platform  ever  since  the  first  few 
months  after  the  President  came  in.  You 
have  been  acting  as  the  representatives,  the 
tool,  of  a  non-American  institution  known 
as  the  New  Deal.  And  the  ultimate  aim  of 
the  New  Deal  is  to  place  all  American  indus¬ 
try,  business,  and  individual  liberties  under 
the  control  of  Government  in  Washington. 
We  have  no  Democratic  Party. 

That  was  the  gentleman  from  New 
Jersey  [Mr.  Eaton]  14  years  ago. 

Do  you  know  what  this  legislation  is 
which  we  are  considering  today?  This 
legislation  is  the  heart  and  soul  of  the 
New  Deal.  It  is  the  practical  applica¬ 
tion  of  the  Sermon  on  the  Mount. 

Mr.  MURRAY  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  CHRISTOPHER.  I  yield. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Missouri  has  expired. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
the  gentleman  a  half  a  minute  to  answer 
a  question. 

Mr.  MURRAY  of  Wisconsin.  I  am 
certainly  not  in  a  position  of  being  op¬ 
posed  to  the  Social  Security  Act  or  its 
extension  or  the  broadening  of  its  base. 
But  7  think  it  would  be  interesting  if  the 
gentleman  would  tell  us  why  it  is  that  the 
rural  people  are  still  alive,  while  they 
have  not  been  under  the  Social  Security 
Act  up  to  this  time. 

Mr.  CHRISTOPHER.  Because  it  so 
happens  they  are  in  a  position  where 
they  can  milk  the  old  cow  and  drink  the 
milk  and  survive.  That  is  the  only  rea¬ 
son.  Back  in  1932  the  mortgages  were 
taking  the  old  cow  and  that  privilege  was 
being  lost  to  them. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  CHRISTOPHER.  I  yield. 

Mr.  McCORMACK.  The  Democratic 
Party  is  the  party  which  put  on  the  stat¬ 
ute  books  legislation  which  saved  agri¬ 
culture. 

Mr.  CHRISTOPHER.  Absolutely. 
And  I  am  proud  to  be  a  Democrat  be¬ 
cause  that  is  what  we  did. 


The  CHAIRMAN.  The  time  of  the 
gentleman  from  Missouri  has  expired. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  require  to  the  gen¬ 
tleman  from  Michigan  [Mr.  Michener], 

Mr.  MICHENER.  Mr.  Chairman,  I 
voted  for  social  security.  I  am  still  for 
it.  I  prefer  the  substitute  bill,  but  I  shall 
vote  for  the  best  bill  which  the  House 
has. 

Mr.  Chairman,  I  have  just  been  ad¬ 
vised  by  members  of  the  committee  in 
charge  of  this  bill  that  there  is  no  par¬ 
ticular  desire  on  the  part  of  the  member¬ 
ship  to  debate  this  bill,  and  that  it  now 
looks  as  if  the  vote  on  final  passage  will 
come  about  4  o’clock.  I  am  not  surprised 
at  this.  On  yesterday,  I  called  the  at¬ 
tention  of  the  House  to  the  ridiculousness 
of  the  rule  which  granted  4  days’  debate 
on  this  important  legislation  but  with¬ 
out  an  opportunity  to  offer  any  amend¬ 
ments  or  any  changes  in  the  bill  as  re¬ 
ported  by  a  majority  of  the  Ways  and 
Means  Committee. 

If  the  Ways  and  Means  Committee 
were  unanimous,  as  that  committee  often 
is,  then  it  would  not  be  so  bad ;  however, 
here  is  a  committee  which  has  given 
months  of  intensive  study  to  this  all- 
important  social-security  bill  and  which 
is  very  much  divided  as  to  what  the  leg¬ 
islation  should  contain.  I  have  gone 
through  the  200-page  committee  report 
and  there  is  much  logic  in  the  majority 
and  in  the  minority  arguments. 

I  strenuously  resent  having  this  bill 
jammed  down  the  throat  of  the  House 
by  a  majority  vote  without  being  per¬ 
mitted  to  vote  on  wholesome  amend¬ 
ments.  If  the  House  votes  these  amend¬ 
ments  down,  then  I  am  satisfied  but  I  just 
naturally  resent  these  strong-arm  po¬ 
litical  methods.  The  procedure  smacks 
too  much  of  the  type  of  elections  Hitler 
held  and  Stalin  holds.  There  ought  to 
be  at  least  some  alternative  to  which 
those  who  do  not  agree  with  the  details 
of  the  present  proposal  can  turn.  Well, 
the  die  has  been  cast,  the  majority  has 
arbitrarily  used  its  power,  and  the  rest 
of  us  must  take  it  or  leave  it  in  the  form 
prescribed. 

The  gentleman  from  New  Jersey  [Mr. 
Kean],  a  member  of  the  committee,  will 
offer  a  substitute  bill.  Again  the  House  is 
precluded  from  amending  the  substitute 
and  we  must  either  take  that  or  leave  it 
as  is.  The  only  vote  we  can  have  is  on 
a  motion  to  recommit,  which  means  to 
substitute  the  Kean  bill  for  the  House 
bill.  I  am  satisfied  with  neither  bill  and 
I  am  in  the  same  position,  I  believe,  as 
the  majority  of  the  Members  of  the 
House.  In  these  circumstances,  I  am 
compelled  to  vote  for  or  against  some¬ 
thing,  all  of  the  details  of  which  I  do  not 
approve.  A  vote  against  the  bill  in  the 
final  analysis  will  be  construed  as  a  vote 
against  including  other  groups  and  per¬ 
fecting  that  which  is  conceded  to  be  a 
faulty  social-security  law.  As  the  lesser 
of  two  evils,  I  shall  vote  to  recommit  the 
bill,  which  as  a  practical  matter  means 
to  support  the  Kean  bill. 

I  am  sure  the  administration  has 
enough  votes  to  defeat  this  motion  to  re¬ 
commit.  Then  I  will  be  called  upon  to 
vote  for  or  against  the  bill  as  introduced. 
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and  about  which  we  have  been  permitted 
to  talk  for  4  days  if  we  so  desire  without 
opportunity  of  perfecting  it.  I  voted  for 
the  original  social-security  law  and  I 
want  to  make  that  law  better.  I  do  not 
want  my  action  misconstrued.  In  conse¬ 
quence,  after  the  motion  to  recommit  is 
defeated,  I  shall  vote  for  the  final  pas¬ 
sage  of  the  bill.  This  will  send  the  bill 
to  the  Senate  where  hearings  will  be  held 
before  the  Senate  committee  and  where 
opportunity  to  amend  will  be  provided. 
After  the  Senate  has  operated  on  the  bill, 
it  will  come  back  to  the  House  for  further 
consideration,  and  it  is  my  hope  the 
many  imperfections  will  be  corrected  in 
the  Senate  to  the  end  that  a  sane,  reason¬ 
able  and  effective  social-security  bill  may 
be  written  upon  the  statute  books. 

Our  elderly  people  need  and  are  en¬ 
titled  to  greater  consideration  than  ac¬ 
corded  them  under  existing  law.  This 
bill  does  not  go  far  enough  and  does  not 
reach  that  class  of  people  who,  through 
no  fault  of  their  own,  are  most  entitled 
to  consideration. 

In  conclusion,  may  I  express  the  hope 
that  the  majority  leadership  will  learn  its 
lesson  from  this  experience  and  not  force 
the  House  into  this  unusual  position  so 
far  as  legislation  yet  to  come  is  con¬ 
cerned. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
20  minutes  to  the  distinguished  gentle¬ 
man  from  Iowa  [Mr.  Martin], 

Mr.  MARTIN  of  Iowa.  Mr.  Chairman, 
the  Committee  on  Ways  and  Means  has 
completed  a  long,  hard  struggle  in  the 
study  of  the  social  security  law  and  the 
need  for  revision.  It  is  my  privilege 
to  serve  on  that  committee.  I  have  taken 
particular  pride  in  the  diligent  work  of 
the  committee  in  trying  to  meet  issues 
which  are  manifest  in  this  law. 

The  social  security  law  is  in  need  of 
revision.  I  believe  greater  emphasis 
should  be  placed  on  the  insurance  title  of 
this  law  so  that  the  Federal  Government 
may  lead  the  people  to  care  for  them¬ 
selves  rather  than  look  to  the  Govern¬ 
ment  for  their  support  when  age  or  ad¬ 
versity  overtakes  them.  The  insurance 
provided  in  title  II  of  the  social  security 
law  should  be  made  available  to  all  groups 
of  people  who  desire  such  protection  but 
it  should  not  be  forced  upon  any  group 
of  people  against  the  prevailing  views  of 
that  group. 

EXTENSION  OP  COVERAGE 

Thirty-five  million  persons  are  now 
covered  during  an  average  week,  and 
H.  R.  6000  will  add  about  11,000,000  new 
persons  as  follows: 

(a)  Nonfarm  self-employed,  4,500,000, 
does  not  include  physicians,  lawyers, 
dentists,  osteopaths,  veterinarians,  chiro¬ 
practors,  optometrists,  Christian  Science 
practitioners,  and  aeronautical,  chemical, 
civil,  electrical,  mechanical,  metallur¬ 
gical,  or  mining  engineers  whose  net 
earnings  from  self-employment  total 
$400  or  more  per  year. 

(b)  State  and  local  government  em¬ 
ployees,  3,800,000. 

(c)  Domestic  servants  who  work  26 
days  or  more  per  quarter,  750,000. 

(d)  Employees  of  nonprofit  institu¬ 
tions,  600,000. 

(e)  Agricultural  processing  workers 
off  the  farm,  200,000. 


(f)  Federal  employees  not  covered  un¬ 
der  any  retirement  system,  100,000. 

(g)  Americans  employed  outside  the 
United  States,  150,000. 

(h)  Employees  and  self-employed  in 
Virgin  Islands,  5,000. 

(i)  Employees  and  self-employed  in 
Puerto  Rico,  250,000. 

(j)  Salesmen,  taxi  drivers,  industrial 
home  workers,  contract  loggers,  mine 
lessees,  and  other  persons  technically 
not  employees  at  common  law,  500,000. 

Old  age  assistance  as  provided  in 
title  I  of  the  Social  Security  law  takes 
care  of  needy  persons  who  have  no  other 
recourse.  No  prior  contribution  is  re¬ 
quired  of  the  beneficiary .  I  believe  firmly 
that  the  expansion  of  the  insurance  pro¬ 
gram  in  title  II  to  all  groups  desiring 
such  insurance  is  a  step  in  the  right  di¬ 
rection  but  the  big  problem  always  con¬ 
fronting  Congress  is  to  determine  what 
groups  really  want  this  insurance.  In 
my  opinion,  some  of  the  groups  covered 
by  H.  R.  6000  have  been  included  without 
enough  evidence  proving  their  desire  to 
be  covered. 

ACTUARIAL  DEFICIT 

The  insurance  provided  in  title  H 
should  be  made  actuarially  sound.  If 
it  is  not  manitained  on  a  sound  actuarial 
base  the  insurance  program  can  rapidly 
sink  to  the  level  of  a  political  auction. 

Social  security  insurance  is  no  different 
than  most  other  insurance  in  that  the 
costs  in  the  early  years  are  really  light 
because  few  people  are  qualified  as  bene¬ 
ficiaries.  As  the  insurance  system  ap¬ 
proaches  maturity,  however,  the  costs 
increase  as  the  number  of  qualified  bene¬ 
ficiaries  increases.  The  estimated  cost  of 
H.  R.  6000  in  percentage  of  pay  roll  starts 
at  1.40  in  1950  and  increases  to  8.01  by  the 
year  2000.  Unless  an  adequate  reserve  is 
accumulated  in  the  early  years  there  will 
be  a  serious  deficit  at  the  very  time  the 
beneficiaries  are  apt  to  need  the  in¬ 
surance  protection  most.  There  is  now 
accrued  in  the  reserve  fund  approxi- 
matly  $12,000,000,000  but  that  sum  is 
$7,000,000,000  less  than  it  should  be  if 
the  insurance  is  to  be  self-supporting. 
H.  R.  6000  liberalizes  benefits  to  the  bene¬ 
ficiaries  already  retired  and  I  believe  I 
am  correct  in  saying  that  the  overwhelm¬ 
ing  opinion  of  the  members  of  the  Com¬ 
mittee  on  Ways  and  Means  was  in  favor 
of  such  increase  and  the  increase  was 
established  at  approximately  70  percent 
to  match  the  rise  in  the  cost  of  living 
since  1939.  Extension  of  the  increase  to 
persons  already  retired  gives  rise  to  an 
additional  $3,000,000,000  deficit  in  the  re¬ 
serve  fund  making  the  total  deficit  $10,- 
000,000,000. 

The  combined  employers  and  em¬ 
ployees  tax  provided  in  H.  R.  6000  is,  for 
the  calendar  year  1950,  3  percent;  1951- 
59,  4  percent;  1960-64,  5  percent;  1965- 
69,  6  percent;  1970  and  following,  6 y2 
percent.  Notwithstanding  these  in¬ 
creases  in  the  tax  schedule,  the  reserve 
fund  in  1990  wil  be  about  $77,000,000,000 
less  than  required  for  actuarially  sound 
insurance.  Congress  some  day  will  be 
called  upon  to  decide  whether  to  require 
future  workers  to  make  up  the  deficit  in 
addition  to  their  own  current  costs  or 
whether  to  use  other  Government  funds 
to  make  up  the  deficit.  The  people  who 
must  make  that  decision  have  no  vote 


today.  I  can  imagine,  however,  what  we 
would  think  here  today  if  we  had  in¬ 
herited  a  similar  deficit  from  social-se¬ 
curity  insurance  set  in  motion  by  our 
grandfathers. 

INEQUITIES 

First.  Increment:  H.  R.  6000  provides 
an  increase  in  benefits  equal  to  one-half 
percent  for  each  year  the  tax  has  been 
paid.  The  cost  of  this  one  item  has  been 
estimated  at  $1,000,000,000  per  year.  It 
is  significant  that  this  provision  extends 
higher  benefits  to  the  steadily  employed 
person  than  it  does  to  those  not  regu¬ 
larly  employed.  In  my  opinion,  it  pro¬ 
duces  a  serious  inequity  in  the  law  at  a 
very  high  price  and  no  better  way  could 
be  found  to  save  the  Government  $1,- 
000,000,000  per  year  than  to  strike  out 
the  increment  factor. 

Second.  Highest  10  years:  H.  R.  6000 
requires  beneficiaries  to  average  their 
wages  throughout  their  entire  period  of 
eligibility  for  coverage.  The  minority 
members  of  the  committee  urged  adop¬ 
tion  of  a  plan  to  enable  employees  to  take 
their  highest  10-year  average  wage. 
This  provision  would  strengthen  the 
position  of  the  irregularly  employed  per¬ 
son  who  is  most  likely  to  need  more 
liberal  benefits. 

Third.  Total  and  permanent  dis¬ 
ability:  Much  can  be  said  in  favor  of 
granting  insurance  protection  for  total 
and  permanent  disability  but  the  cost  of 
such  coverage  can  be  very  devastating 
to  the  reserve  fund.  The  cost  is  also  very 
unpredictable.  Commercial  insurance 
companies  have  a  wealth  of  information 
along  this  line.  I  agree  very  strongly 
with  the  minority  of  the  committee  that 
protection  against  total  and  permanent 
disability  should  be  taken  out  of  the  in¬ 
surance  title  and  retained  in  title  I  (old- 
age  assistance)  and  title  X  (aid  to  the 
blind).  Benefits  paid  under  title  I  are 
measured  according  to  need  whereas 
benefits  under  title  II  have  no  such 
limitation. 

Fourth.  Domestic  help:  H.  R.  6000  will 
extend  insurance  coverage  to  about  700,- 
000  domestic  workers  but  the  require¬ 
ment  of  26  days  employment  per  quarter 
to  qualify  has  the  effect  of  making  ap¬ 
proximately  1,300,000  domestic  workers 
ineligible  for  benefits.  Any  line  of  de¬ 
marcation  that  qualifies  700,000  and  dis¬ 
qualifies  1,300,000  of  people  doing  the 
same  class  of  work  is  bound  to  give  rise 
to  a  vast  number  of  inequities  and  I  pre¬ 
dict  “that  this  point  in  H.  R.  6000  will 
plague  Congress  and  the  Committee  on 
Ways  and  Means  until  it  is  corrected.  A 
tremendous  number  of  domestic  workers 
in  the  exclusive  group  will  find  them¬ 
selves  ineligible  for  benefits  even  though 
they  have  been  taxed  on  their  wages  all 
the  way  up  to  9%  years.  They  will  find 
also  that  they  cannot  get  a  refund  of  the 
taxes  they  have  paid  even  though  it  has 
been  entirely  beyond  their  power  to  com¬ 
plete  their  qualification  for  benefits. 

Fifth.  Short-term  self-employed:  By 
way  of  contrast  let  us  take  the  case  of  a 
wealthy  man  old  enough  to  qualify  for 
benefits  in  5  years  time  as  a  self-em¬ 
ployed  person.  This  man  can  set  up  in 
business  for  himself  and  report  earnings 
up  to  $3600  per  year  for  5  years.  In 
that  time  his  tax  as  a  self-employed  per- 
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son  would  total  $513  for  the  5  years  at 
the  rates  provided  in  H.  R.  6000  over  the 
next  5  years  time.  At  the  end  of  5  years 
this  wealthy  man  can  close  his  business 
and  collect  $72  per  month  from  the  Gov¬ 
ernment  the  rest  of  his  life.  If  he  is 
married  and  his  wife  is  65  or  over  his 
Government  check  would  be  $108  per 
month.  There  is  nothing  in  the  social 
security  law  to  disqualify  him  and  his 
wife  from  receiving  this  benefit  pay¬ 
ment  even  though  they  continue  to  col¬ 
lect  unlimited  sums  of  unearned  income. 
This  wealthy  person’s  estate  will  be  en¬ 
riched  an  additional  $216  for  his  burial 
expense -when  he  dies  even  though  he 
has  a  vast  amount  of  insurance  payable 
at  his  death.  The  contrast  between  the 
wealthy  self-employed  person  and  the 
border  line  domestic  worker  who  cannot 
quite  make  a  10-year  record  of  26  days 
per  quarter  employment  can  hardly  be 
explained  away  by  the  statement  that 
the  insurance  provided  in  H.  R.  6000  is 
social  insurance. 

CONCLUSION 

I  strongly  favor  liberalizing  the  ben¬ 
efits  provided  in  the  social  security  law. 
These  benefits  should  be  adequate  to 
meet  the  needs  of  aged  and  needy  per¬ 
sons  as  the  cost  of  those  needs  increase 
with  inflation.  The  cost  of  liberalizing 
benefits  in  the  insurance  title  must  be 
met  by  an  adequate  tax  schedule  if  we 
are  to  be  honest  with  our  children  and 
our  children’s  children.  Some  consid¬ 
eration  must  be  given  also  to  the  matter 
of  refunding  tax  payments  to  persons 
who  cannot  qualify  for  benefits  because 
of  reasons  beyond  their  control.  On  the 
other  hand,  some  consideration  should 
be  given  to  unearned  income  and  ac¬ 
cumulated  wealth  as  a  disqualification 
for  benefits  under  the  insurance  title. 
The  enactment  of  H.  R.  6000  into  law 
will  set  a  precedent  in  the  recognition  of 
inflation  as  a  ground  for  liberalizing  ben¬ 
efits.  An  interesting  question  will  arise 
in  event  of  deflation  bringing  the  cost 
of  living  down.  The  question  will  be 
whether  the  benefit  can  be  reduced  on 
that  ground  under  the  insurance  con¬ 
tract. 

I  am  deeply  sorry  that  H.  R.  6000  has 
come  before  Congress  under  a  closed 
rule  which  precludes  consideration  of 
any  amendments  striking  at  the  incon¬ 
sistencies  and  the  inequities  that  have 
been  discussed  during  the  course  of  this 
debate.  I  will  vote  for  the  passage  of 
H.  R.  6000  because  of  the  tremendous 
need  for  liberalizing  benefits  for  those 
people  dependent  upon  these  benefits 
but  Congress  and  the  Committee  on 
Ways  and  Means  in  particular  still  have 
much  work  ahead  if  we  are  to  build  a 
sound,  equitable  and  lasting  social  se¬ 
curity  program. 

Since  the  Kean  bill,  H.  R.  6297,  cor¬ 
rects  most  of  the  inequities  in  H.  R. 
6000,  I  will  vote  first  to  recommit  H.  R. 
6000  in  order  to  get  the  better  revision 
of  the  social  security  law  that  is  pro¬ 
vided  in  the  Kean  bill,  H.  R.  6297. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Washington  [Mr.  Tollef- 
sonL 

Mr.  TOLLEFSON.  Mr.  Chairman,  I 
strongly  support  the  extension  of  cover¬ 


age  and  the  increase  of  benefits  under 
social  security.  The  original  Social  Se¬ 
curity  Act  was  passed  in  1935.  In  1939 
the  original  act  was  revised  by  amend¬ 
ments  which  considerably  broadened  the 
protection  of  the  old-age  insurance  sys¬ 
tem.  Some  supplementary  benefits  were 
provided  for  the  eligible  wife  and  children 
of  a  retired  worker  and  for  the  surviving 
wid.ow  and  children.  Ten  years  have  now 
lapsed  since  the  last  major  revision  of 
the  Social  Security  Act  established  the 
scale  of  monthly  benefits  under  the  old- 
age  and  survivors’  insurance  system  in  ef¬ 
fect  today.  During  that  10-year  period  a 
great  deal  of  information  and  experience 
has  been  built  up  which  clearly  indicates 
the  necessity  for  resurveying  the  prin¬ 
ciples  and  objectives  of  the  social-security 
program  as  they  relate  to  present  condi¬ 
tions.  I  most  certainly  agree  with  the 
committee  when  it  said  in  its  report, 
“The  Congress  is  faced  with  a  vital  deci¬ 
sion  which  cannot  long  be  postponed. 
Inadequacies  in  the  old-age  and  survivors’ 
insurance  program  have  resulted  in 
trends  which  seriously  threaten  our  eco¬ 
nomic  well-being.  The  assistance  pro¬ 
gram,  instead  of  being  reduced  to  a  sec¬ 
ondary  position  as  was  anticipated,  still 
cares  for  a  much  larger  number  of  peo¬ 
ple  than  the  insurance  program.  Fur¬ 
thermore,  the  average  payments  under 
assistance  have  more  than  doubled  in 
amount  since  1939  while  benefits  under 
insurance  have  scarcely  risen  at  all. 
There  are  indications  that  if  the  insur¬ 
ance  program  is  not  strengthened  and  ex¬ 
panded,  the  old-age  assistance  program 
may  develop  into  a  very  costly  and  ill- 
advised  system  of  noncontributory  pen¬ 
sions,  payable  not  only  to  the  needy  but 
to  all  individuals  at  or  above  retirement 
age  who  are  no  longer  employed.  More¬ 
over,  there  are  increasing  pressures  for 
special  pensions  for  particular  groups  and 
particular  hazards.  Without  an  adequate 
and  universally  applicable  basic  social 
insurance  system,  the  demands  for  se¬ 
curity  by  segments  of  the  population 
threaten  to  result  in  unbalanced,  over¬ 
lapping,  and  competing  programs.  The 
financing  of  such  plans  may  become 
chaotic,  their  economic  effects  danger¬ 
ous.  There  is  a  pressing  need  to  strength¬ 
en  the  basic  system  at  once  before  it  is 
undermined  by  these  forces.  Once  the 
basic  system  is  firmly  established,  any 
remaining  special  needs  of  particular 
groups  can  be  assessed  and  met  in  an 
orderly  fashion.  The  time  has  come  to 
reaffirm  the  basic  principle  that  a  con¬ 
tributory  system  of  social  insurance  in 
which  workers  share  directly  in  meeting 
the  cost  of  the  protection  afforded  is  the 
most  satisfactory  way  of  preventing  de¬ 
pendency.  A  contributory  system  in 
which  both  contributions  and  benefits  are 
directly  related  to  the  individual’s  own 
productive  efforts,  prevents  insecurity 
while  preserving  self-reliance  and  initia¬ 
tive.  Under  social  insurance,  benefits  are 
computed  individually  in  each  case,  on 
the  basis  of  earnings  in  covered  employ¬ 
ment.  Because  benefits  are  related  to 
average  earnings  and  hence  reflect  the 
standard  of  living  which  an  individual 
has  achieved,  ambition  and  effort  are  re¬ 
warded;  since  they  are  also  related  to 
length  of  service  in  covered  work,  individ¬ 


ual  productivity  is  en  Enraged  and  the 
Nation’s  total  production  is  increased.’’ 

I  think  our  experience  with  the  social- 
security  legislation  shows  that  we  can  and 
ought  to  extend  coverage  to  include  sev¬ 
eral  millions  of  additional  people  not  now 
covered,  and  increase  the  monthly  bene¬ 
fits  paid  to  the  recipients.  Legislation 
which  accomplishes  this  purpose  is  for¬ 
ward-looking.  It  carries  out  the  platform 
pledges  of  both  major  political  parties 
and  is  in  keeping  with  the  needs  and  the 
demands  of  the  people. 

(Mr.  TOLLEFSON  asked  and  was 
given  permission  to  revise  and  extend 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
Rhode  Island  [Mr.  Forand], 

(Mr.  FORAND  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  and  include  a  table.) 

Mr.  FORAND.  Mr.  Chairman,  the  bill 
(H.  R.  6000)  would  strengthen  and  im¬ 
prove  the  existing  old-age  and  survivors’ 
insurance  and  the  public-assistance  and 
welfare  programs.  In  addition,  perma¬ 
nent  and  total  disability  insurance  would 
be  established,  and  Federal  grants-in- 
aid  to  the  States  would  be  provided  for 
a  fourth  category  of  public  assistance, 
the  permanently  and  totally  disabled  in¬ 
dividuals  who  are  in  need. 

Under  the  bill  contributory  social  in¬ 
surance  would  be  the  primary  method 
of  -providing  family  income  when  the 
breadwinner  becomes  too  old  to  work,  is 
disabled,  or  dies.  I  believe  that  this  is 
the  proper  role  of  contributory  social  in¬ 
surance  because  the  insurance  system 
enables  workers  to  earn  rights  to  bene¬ 
fits  that  are  related  to  their  own  pro¬ 
ductive  efforts.  On  the  other  hand,  pub¬ 
lic  assistance  is  paid  only  to  those  who 
meet  a  prescribed  needs  test  and  there¬ 
fore  does  not  reinforce  the  self-reliance 
and  initiative  of  the  individual.  Under 
contributory  social  insurance  a  worker 
knows  that  any  assets  he  may  accumu¬ 
late  during  his  working  lifetime  will  not 
disqualify  him  and  his  dependents  for 
benefits  and  so  he  is  encouraged  to  make 
private  savings  in  order  to  supplement 
his  social  insurance  benefits. 

I  want  to  acknowledge  that  social  in¬ 
surance  is  the  most  satisfactory  way  of 
affording  protection  against  the  com¬ 
mon  hazards  of  old  age,  disability,  and 
death  in  order  to  make  it  clear  that  I 
favor  the  extension  and  improvement  of 
the  insurance  system  as  provided  in  the 
bill.  Today,  however,  I  invite  your  at¬ 
tention  to  the  public-assistance  provi¬ 
sions  of  the  bill. 

At  this  phase  of  development  of  our 
social-security  system,  public  assistance 
is  still  of  great  importance.  Even  after 
enactment  of  the  old-age,  disability,  and 
survivors  insurance  in  the  bill,  public  as¬ 
sistance  would  continue  to  be  necessary 
for  needy  persons  who  are  not  covered  by 
the  insurance  program,  for  some  persons 
with  earnings  in  covered  employment 
who  have  been  unable  because  of  illness 
or  for  other  reasons  to  earn  the  required 
quarters  of  coverage  for  benefits,  and  for 
insurance  beneficiaries  with  exceptional 
needs. 

In  the  next  decade  public  assistance 
must  continue  to  play  a  larger  role  in 
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providing  social-security  protection  than 
will  be  necessary  thereafter.  H.  R.  6000 
has  been  drafted  with  this  in  mind. 
Basic  social  security  would  not  only  be 
provided  to  persons  able  to  obtain  insur¬ 
ance  protection  but  also  for  needy  per¬ 
sons  who  must  rely  on  public  assistance 
because  of  old-age,  disability,  or  death  of 
the  wage  earner. 

PUBLIC  ASSISTANCE  AND  WELFARE  SERVICES 
PROVISIONS  OF  H.  R.  6000 

The  provisions  of  the  bill  relating  to 
public  assistance  and  welfare  services 
would  provide  (1)  a  revised  method  of 
determining  the  Federal  share  of  assist¬ 
ance  costs,  (2)  Federal  grants  to  the 
States  for  aid  to  needy  permanently  and 
totally  disabled  persons,  (3)  increased 
medical  care  for  recipients,  (4)  increased 
Federal  funds  for  child-welfare  services, 
(5)  a  revised  method  for  determining 
need  in  aid  to  the  blind,  (6)  extension  of 
Federal  grants-in-aid  to  Puerto  Rico 
and  the  Virgin  Islands,  and  (7)  certain 
improvements  in  administrative  require¬ 
ments  to  be  met  by  the  State  agencies 
operating  the  programs.  I  feel  compli¬ 
mented  because  about  80  percent  of  the 
provisions  of  the  public- welfare  bill 
which  I  have  sponsored  during  the  past 
6  years  are  included  in  H.  R.  6000. 

FEDERAL  SHARE  OF  ASSISTANCE  CQSTS 

Under  existing  law  the  Federal  share 
of  assistance  payments  for  old-age  as¬ 
sistance  and  aid  to  the  blind  is  three- 
fourths  of  the  first  $20  of  a  State’s  aver¬ 
age  monthly  payment  plus  one-half  the 
remainder  within  individual  maximum 
of  $50.  Thus  a  State  receives  $30  from 
Federal  funds  when  it  spends  at  least 
$20  from  its  own  funds  for  an  old-age 
assistance  or  aid-to-the-blind  payment. 

The  bill  would  modify  the  matching 
formula  so  that  the  Federal  share  for 
old-age  assistance,  aid  to  the  blind,  and 
also  for  the  aid  to  the  permanently  and 
totally  disabled  would  be  four-fifths  of 
the  first  $25  of  a  State’s  average  month¬ 
ly  payment,  plus  one-half  of  the  next  $10, 
plus  one-third  of  the  remainder  within 
individual  maximums  of  $50.  Under 
this  formula  a  State  would  continue  to 
receive  $30  from  Federal  funds  if  it 
spends  $20  from  its  own  funds  for  an 
individual  payment.  Even  though  the 
maximum  Federal  share  of  $30  a  case 
would  be  retained,  Federal  funds  to  all 
States  would  be  increased  as  all  States 
make  some  payments  to  individuals  in 
amounts  of  less  than  $50.  The  largest 
relative  increase  in  Federal  funds  would 
go  to  States  where  the  level  of  payments 
is  low.  These  are,  for  the  most  part,  the 
States  with  large  numbers  of  persons  not 
protected  by  social  insurance. 

The  States  with  average  matchable 
payments  between  $20  and  $30  per 
month  would  be  able  to  raise  their  pay¬ 
ments  $5  per  recipient,  provided  they 
continue  to  spend  the  same  amount  per 
recipient  from  State  and  local  funds.  In 
July  1948,  the  average  payments  for  old- 
age  assistance  were  below  $30  in  10 
States  and  in  7  States  aid  to  the  blind 
payments  were  below  $30. 

The  increase  in  States  with  higher 
average  matchable  payments,  of  course, 
would  be  less  than  $5  per  recipient  be¬ 
cause  of  the  reduction  in  the  Federal 
share  of  assistance  costs  when  average 


payments  exceed  $35.  As  I  mentioned 
earlier,  however,  all  States  make  some 
payments  to  individuals  in  amounts  less 
than  $50  and  therefore  all  States  would 
receive  some  additional  Federal  funds 
under  the  formula  in  the  bill.  A  State 
with  an  average  matchable  payment  of 
$35  would  receive  an  increase  from  the 
Federal  Government  of  $3.75  per  month 
per  recipient  if  it  continued  to  expend 
the  same  amount  per  recipient  in  State 
and  local  funds;  a  State  with  an  average 
payment  of  $40  would  receive  an  in¬ 
crease  of  $2.50  per  recipient,  and  one  with 
a  $45  average  payment,  an  increase  of 
$1.25  per  recipient. 

The  bill  would  also  provide  additional 
Federal  funds  for  all  States  for  aid  to 
dependent  children.  Under  present  law 
the  Federal  share  of  aid-to-dependent- 
children  payments  is  three-fourths  of 
$12  of  the  average  monthly  payment  per 
child,  plus  one-half  the  remainder  with¬ 
in  individual  maximums  of  $27  for  the 
first  child  and  $18  for  each  additional 
child  in  a  family.  Under  the  bill  the  Fed¬ 
eral  share  would  be  four-fifths  of  the 
first  $15  of  the  average  monthly  payment 
per  recipient,  plus  one-half  of  the  next 
$6,  plus  one-third  of  the  next  $6  with¬ 
in  individual  maximums  of  $27  for  the 
relative  with  whom  the  children  are  liv¬ 
ing,  $27  for  the  first  child,  and  $18  for 
each  additional  child  in  a  family. 

Thus  the  formula  in  the  bill  would 
modify  the  method  of  allotting  funds  to 
the  States  for  aid  to  dependent  children 
in  two  ways.  First,  the  Federal  percent¬ 
age  is  altered  and  second,  the  mother  or 
other  relative  with  whom  the  dependent 
children  are  living  is  classified  as  a  re¬ 
cipient  for  Federal  matching  purposes. 

The  effect  of  the  proposed  formula 
would  be  to  increase  substantially  the 
Federal  funds  provided  for  all  States  ad¬ 
ministering  State-Federal  aid  to  depend¬ 
ent  children  program.  A  large  part  of 
the  increase  in  Federal  funds  would  re¬ 
sult  from  the  inclusion  of  the  relative 
with  whom  the  children  are  living  as  a 
recipient  for  matching  purposes.  This 
provisions  would  correct  the  present 
anomalous  situation  which  disregards  the 
needs  of  the  caretaker  in  aid  to  depend¬ 
ent  children  homes.  Since  the  relative 
caring  for  the  children  must  have  food, 
clothing,  and  other  essentials,  amounts 
allotted  to  the  children  under  present 
law  must  be  used  in  part  for  this  purpose 
if  such  relative  does  not  have  any  income 
or  is  not  provided  aid  from  some  other 
source. 

The  increase  in  Federal  funds  for  aid  to 
dependent  children  that  would  result  un¬ 
der  the  formula  in  the  bill,  if  a.State  con¬ 
tinues  to  expend  the  same  amount  per 
family,  is  illustrated  by  the  following  ex¬ 
amples:  If  a  State’s  average  payment  for 
the  1-child  families  on  the  rolls  is  $25, 
the  increase  in  Federal  funds  would  be 
$12  per  family;  if  the  average  is  $45,  the 
increase  would  be  $17.50;  if  a  State’s  av¬ 
erage  payment  for  the  3-child  families 
on  the  rolls  is  $45,  the  increase  in  Fed¬ 
eral  funds  would  be  $18  per  family;  if  the 
average  is  $75,  the  increase  would  be 
$21.50. 

I  believe  the  revised  matching  formu¬ 
las  proposed  in  the  bill  for  old-age  assist¬ 
ance,  aid  to  the  blind,  and  aid  to  depend¬ 


ent  children  would  be  equitable  for  all 
States.  Although  relatively  large  in¬ 
creases  in  Federal  funds  would  result  for 
those  States  with  low  average  payments, 
we  must  realize  that  these  are,  for  the 
most  part,  the  States  least  able  to  pro¬ 
vide  adequate  public  assistance  pay¬ 
ments. 

I  have  a  table  which  shows  the  esti¬ 
mated  annual  increase  in  costs  to  the 
Federal  Government  under  the  match¬ 
ing  formulas  in  the  bill  for  old-age  assist¬ 
ance,  aid  to  the  blind,  and  aid  to  depend¬ 
ent  children.  The  table  is  based  on  De¬ 
cember  1948  data  as  that  is  the  last 
month  for  which  distribution  of  assist¬ 
ance  payments  by  amounts  is  available 
for  each  State.  The  table  is  broken  down 
by  States  and  while  it  is  based  on  Decem¬ 
ber  data  it  still  will  give  you  an  approxi¬ 
mation  of  the  additional  Federal  funds 
that  would  be  made  available  to  each 
State  for  these  three  programs. 

Increase  in  annual  Federal  cost  for  public- 
assistance  provisions  under  H.  R.  6000 1 
exclusive  of  new  program  of  aid,  to  the 
permanently  and  totally  disabled,2  by 
States 


[Based  on  December  1948  case  loads  and  payments  «] 
[000  omitted] 


State 

Old-age 

assist¬ 

ance 

Aid  to 
depend¬ 
ent  chil¬ 
dren 

Aid 
to  the 
blind 

Total 

Continental  United 
States . . 

$74, 912 

$106, 660 

$1,899 

$183,461 

Alabama . . 

4,158 

2,006 

59 

6,223 

Arizona . . 

39 

701 

2j 

742 

Arkansas _ _ 

3,100 

2,025 

8  r 

5,  212 

California . . 

636 

4,617 

22 

5,275 

Colorado... . . 

43 

1,229 

(‘) 

1,272 

Connecticut _ 

280 

735 

2 

1,017 

Delaware.  ..  . . 

85 

120 

7 

212 

District  of  Columbia. 

73 

432 

5 

510 

Florida . 

1,921 

3,  722 

79 

5,722 

Georgia . 

5,312 

2, 053 

124 

7,489 

Idaho _ 

247 

478 

4 

729 

Illinois . . . 

3,553 

5,704 

109 

9,366 

Indiana _ 

2,407 

1,793 

76 

4, 276 

Iowa _ _ 

1,031 

1,122 

22 

2,175 
2, 353 

Kansas _ 

1,151 

3,  230 

1,180 

22 

Kentucky . 

3, 146 

99 

6,475 

Louisiana _ 

1,029 

4,  651 

12 

5,692 

Maine . . 

620 

742 

26 

1,388 

Maryland _ 

543 

1,318 

18 

1,879 

Massachusetts _ 

1,086 

2,  596 

13 

3, 695 

Michigan. . 

2,307 

5,640 

33 

7,980 

Minnesota . . 

1,416 

l,oJ7 

563 

23 

3,276 

Mississippi . . 

2,  676 

100 

3,339 

Missouri _ 

2,892 

4,  356 

(s) 

7,248 

Montana _ 

169 

461 

6 

636 

Nebraska _ 

631 

804 

12 

1,  447 

Nevada  . . 

3 

m 

(«) 

3 

New  Hampshire . 

204 

315 

8 

527 

New  Jersey . . 

698 

1,205 

16 

1,919 

New  Mexico . 

471 

1, 118 

19 

1, 608 

New  York _ 

2, 148 

11,616 

58 

13,  C22 

North  Carolina _ 

2,937 

2,176 

177 

5,290 

North  Dakota _ 

240 

411 

3 

654 

Ohio. . . . 

2,091 

2,788 

50 

4,929 

Oklahoma . 

695 

4, 692 

16 

5,  403 

Oregon . . 

552 

693 

8 

1,253 

Pennsylvania . 

3, 122 

10,  276 

(!) 

13,  398 

1  Old-age  assistance,  aid  to  the  blind,  and  aid  to  the 
permanently  and  totally  disabled:  Federal  funds  shall 
equal  %  of  the  first  $25  per  recipient  plus  Vi  the  next 
$10  plus  J4  the  remainder  within  a  maximum  from  Fed¬ 
eral,  State,  and  local  funds  of  $50  on  individual  assistance 
payments. 

Aid  to  dependent  children:  Federal  funds  shall  equal 
it  of  the  first  $15  per  recipient  (including  1  adult  in  each 
family)  plus  H  the  next  $6,  plus  H  the  remainder  within 
maximums  on  individual  assistance  payments  of  $27 
for  the  adult  plus  $27  for  the  first  child  plus  $18  for  each 
additional  child  in  the  family. 

2  Since  this  is  a  new  program,  estimates  by  States  are 
not  shown.  The  estimated  annual  cost  for  the  entire 
country  is  estimated  at  about  $66,000,000. 

3  Old-age  assistance,  aid  to  dependent  children,  and 
aid  to  the  blind:  Assuming  that  States  will  continue  to 
spend  from  State  and  local  funds  each  month  as  much 
as  they  spent  from  these  funds  In  December  1948  and  that 
additional  Federal  funds  above  the  amount  per  recipient 
in  December  1948  will  be  used  tb  increase  payments  to 
recipients. 

*  Less  than  $500. 

3  No  approved  plan. 
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Increase  in  annual  Federal  cost  for  public- 
assistance  provisions  under  H.  R.  6000 
exclusive  of  new  program  of  aid  to  the 
permanently  and  totally  disabled,  by 
States — Continued 


[Based  on  December  1948  case  loads  and  payments] 
[000  omitted] 


State 

Old-age 

assist¬ 

ance 

Aid  to 
depend¬ 
ent  chil¬ 
dren 

Aid 
to  the 
blind 

Total 

Rhode  Island.. . 

$311 

$703 

$4 

$1,018 

South  Carolina . 

2, 096 

810 

68 

2,974 

South  Dakota _ 

474 

384 

7 

865 

Tennessee . . 

3,  329 

3, 407 

100 

6,  902 

Texas _ 

10,  147 

3, 152 

239 

13,  538 

Utah _ _ 

106 

820 

2 

928 

Vermont . . . 

297 

175 

7 

479 

Virginia _ 

1,012 

1,331 

66 

2,409 

Washington . 

579 

2, 125 

'5 

2,709 

West  Virginia _ 

1,  366 

2,388 

45 

3,  799 

Wisconsin . . 

1,  372 

1,800 

32 

3,264 

Wyoming . 

27 

114 

1 

142 

AID  FOR  NEEDY  PERMANENTLY  AND  TOTALLY 
DISABLED  PERSONS 

The  bill  would  provide  grants-in-aid 
to  the  States  for  a  fourth  category  of 
State-Federal  public  assistance  for  per¬ 
manently  and  totally  disabled  individ¬ 
uals  who  are  in  need.  As  you  know,  the 
bill  also  would  establish  a  permanent 
and  total  disability  insurance.  Thus 
similar  protection  would  be  afforded 
against  the  hazard  of  permanent  and 
total  disability  as  is  now  provided  against 
the  hazards  of  old  age  and  death. 
Through  the  enactment  of  these  two 
programs,  the  injustice  now  suffered  by 
a  person  who  is  unfortunate  enough  to 
be  permanently  and  totally  disabled  be¬ 
fore  age  65  would  be  eliminated.  His 
right  to  insurance  benefits  or  to  the  as¬ 
sistance  payments  would  not  depend 
upon  the  date  on  his  birth  certificate  but 
rather  on  whether  he  is  permanently 
and  totally  disabled  and  has  the  neces¬ 
sary  quarters  of  coverage  for  insurance 
benefits,  or  meets  the  need  requirements 
for  assistance. 

The  aid  to  the  needy  permanently  and 
totally  disabled  category  provided  in  the 
bill,  would  enable  the  States  to  estab¬ 
lish  programs  for  this  group  of  needy 
persons  comparable  to  those  established 
for  the  needy  aged  and  blind.  In  most 
States,  the  needy  disabled  are  on  gen¬ 
eral  relief,  which  is  financed  without 
Federal  aid.  Although  some  States  with 
relatively  large  financial  resources  are 
able  to  finance  adequate  general  relief 
programs,  many  States  and  localities 
"have  such  meager  funds  available  for 
this  purpose  that  needy  persons  some¬ 
times  do  not  get  the  barest  necessities. 
By  establishing  a  fourth  category  of  as¬ 
sistance,  not  only  would  the  standards 
of  assistance  be  raised  for  permanently 
and  totally  disabled  persons  who  are  in 
need,  but  States  and  localities  would  have 
a  smaller  financial  burden  for  general 
relief.  This  should  result  in  more  ade¬ 
quate  assistance  for  people  dependent  on 
general  relief  in  those  States  and  locali¬ 
ties  that  are  now  unable  to  provide  rea¬ 
sonable  general  relief  standards.  In  De¬ 
cember  1948,  about  209,000  recipients  of 
general  relief  had  disabilities  that  classi¬ 
fied  them  as  permanently  and  totally 
disabled.  Under  the  bill,  the  Federal 
Government  would  share  in  the  cost  of 
assistance  to  these  persons  on  the  same 


matching  basis  as  for  old-age  assistance 
and  aid  to  the  blind. 

The  annual  cost  to  the  Federal  Gov¬ 
ernment  for  aid  to  the  permanently  and 
totally  disabled  is  estimated  to  be  $66,- 
000,000.  This  figure  may  be  exceeded 
in  the  next  4  or  5  years,  but  in  the 
long  run  the  costs  will  decrease  because 
the  companion  insurance  program  will 
provide  benefits  for  the  great  majority 
of  workers  who  become  permanently  and 
totally  disabled.  This  fact  shows  the 
soundness  of  the  joint  insurance  and  as¬ 
sistance  approach  of  the  bill.  General 
revenues  will  finance  the  assistance  pro¬ 
gram  for  needy  permanently  and  to¬ 
tally  disabled  persons  who  have  not  had 
the  opportunity  to  become  eligible  for 
insurance  benefits,  while  the  contribu¬ 
tions  of  workers  and  their  employers  will 
finance  the  cost  of  the  insurance  system. 

The  minority  members  of  the  Com¬ 
mittee  on  Ways  and  Means,  in  their  sup¬ 
plementary  views  in  the  report  accom¬ 
panying  the  bill,  advocate  that  public 
assistance  be  the  only  program  available 
for  permanently  and  totally  disabled 
individuals.  This  approach  is  short¬ 
sighted.  Instead  of  permitting  the 
workers  of  America  to  earn  disability 
insurance  protection  over  their  working 
lifetime  and  thereby  provide  a  sound 
method  of  financing  the  costs,  the  mi¬ 
nority  view  would  let  the  total  financial 
burden  be  borne  from  the  general  reve¬ 
nues.  By  establishing  both  insurance 
and  assistance  programs,  as  is  provided 
in  the  bill,  the  contributions  of  the 
workers  and  their  employers  would 
finance  the  major  costs.  Insured  work¬ 
ers,  as  well  as  needy  persons  not  eligible 
for  insurance  benefits,  would  be  aided  in 
meeting  the  expenses  arising  from  per¬ 
manent  and  total  disabilities. 

MEDICAL  CARE  FOR  RECIPIENTS 

The  inflexibility  of  provisions  in  the 
Social  Security  Act  governing  Federal 
financial  participation  in  assistance  pay¬ 
ments  has  limited  the  States  in  aiding 
recipients  to  obtain  medical  care.  The 
Federal  Government  does  not  share  in 
the  cost  of  payments  made  directly  to 
medical  practitioners  or  hospitals  fur¬ 
nishing  medical  care  to  recipients  of 
State-Federal  public  assistance.  Neither 
can  Federal  funds  be  used  to  defray  the 
expenses  of  needy  persons  residing  in 
public  institutions,  even  if  they  reside 
therein  for  the  purpose  of  receiving 
medical  care. 

Under  the  bill,  both  restrictions  would 
be  eliminated.  The  Federal  Government 
would  share  in  payments  made  directly 
to  the  suppliers  of  medical  care  within 
the  regular  maximums.  You  will  recall 
that  these  maximums  are  $50  per  month 
for  old-age  assistance,  aid  to  the  blind, 
and  aid  to  the  permanently  and  totally 
disabled,  and  $27  each  for  the  caretaker 
and  the  first  child,  and  $18  for  each  addi¬ 
tional  child  in  an  aid-to-dependent- 
children  family. 

Although  these  maximums  are  low, 
many  recipients  receive  lesser  amounts, 
and  in  those  instances  the  Federal  Gov¬ 
ernment  would  share  in  the  cost  of  medi¬ 
cal  care  regardless  of  the  method  of  pay¬ 
ment.  Perhaps  the  most  important 
benefit  to  result  from  this  change  would 


14201 

be  that  States  could  insure  medical  needs 
of  recipients  with  such  organizations  as 
the  Blue  Cross  and  the  Federal  Govern¬ 
ment  would  share  in  the  cost. 

Recipients  of  old-age  assistance,  aid 
to  the  blind,  and  aid  to  the  permanently 
and  totally  disabled  would  be  permitted 
to  reside  in  public  medical  institutions 
other  than  those  for  tuberculosis  or 
mental  disease,  and  the  Federal  Govern¬ 
ment  would  share  in  the  costs.  Under 
present  law,  needy  aged  and  blind  indi¬ 
viduals  are  eligible  for  aid  if  they  reside 
in  private  institutions.  This  change 
would  permit  an  individual  to  choose 
the  facility  within  his  financial  reach 
that  is  best  equipped  to  provide  the  care 
he  needs. 

In  order  to  protect  recipients  of  State- 
Federal  assistance  residing  in  public  or 
private  institutions,  the  States  would  be 
required  to  establish  and  maintain 
standards  for  such  institutions.  The 
tragic  consequences  of  the  failure  of 
some  institutions  to  provide  adequate 
safeguards  for  the  health  and  safety  of 
aged  residents  have  come  to  the  atten¬ 
tion  of  all.  This  provision  in  the  bill 
permits  each  State  to  establish  its  own 
standards  and  make  its  own  inspections 
of  institutions.  Nevertheless,  it  shows 
that  the  Congress  is  interested  not  only 
in  making  assistance  payments  avail¬ 
able  to  needy  eligible  individuals,  but  is 
also  interested  in  assuring  the  mainte¬ 
nance  of  reasonable  health  and  safety 
standards  for  recipients  in  institutions 
through  State  responsibility. 

CHILD  WELFARE  SERVICES 

The  bill  would  increase  the  authori¬ 
zation  for  grants  to  the  States  for 
child  welfare  services  from  $3,500,000  to 
$7,000,000  for  the  purpose  of  assisting 
them  in  establishing,  extending,  and 
strengthening  these  services  in  rural 
areas  and  areas  of  special  need.  No 
change  is  made  in  the  substantive  pro¬ 
visions  of  the  Social  Security  Act  relat¬ 
ing  to  child  welfare  services  except  that 
the  States  are  specifically  authorized  to 
use  Federal  funds  for  paying  the  cost  of 
returning  runaway  children  to  their 
own  communities  in  another  State. 

The  committee  was  of  the  opinion  that, 
but  for  this  one  exception  the  basic  pro¬ 
visions  of  the  act  relating  to  child  wel¬ 
fare  services  are  sufficiently  broad  to 
permit  the  Childrens  Bureau  to  continue 
to  cooperate  with  the  States  and  to  de¬ 
velop  the  excellent  programs  that  have 
been  established  in  the  States.  With 
the  increased  funds  that  would  be 
authorized  by  the  bill  all  States  could 
extend  and  improve  services  for  the  pro¬ 
tection  and  care  of  homeless,  dependent, 
and  neglected  children  and  children  in 
danger  of  becoming  delinquent. 

DETERMINING  NEED  IN  AID  TO  TI-IE  BLIND 

In  order  to  help  the  needy  blind  to 
attain  a  greater  degree  of  security  than 
is  possible  under  the  existing  provisions 
of  the  Social  Security  Act  the  bill  would 
permit  the  States  to  disregard  income 
earned  by  a  claimant  of  aid  up  to  $50 
per  month.  At  present  all  income  and 
resources  of  claimants  of  aid  to  the  blind 
must  be  taken  into  consideration  in  de¬ 
termining  eligibility  for  or  the  amount 
of  assistance.  If  a  blind  person  is  re- 
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sourceful  enough  to  learn  a  craft  that 
may  bring  him  $15  or  $20  a  month,  the 
net  earnings  from  his  work  are  deducted 
from  his  monthly  assistance  payment. 
In  some  instances  this  action  deters  a 
blind  person  from  entering  into  a  reha¬ 
bilitation  plan  that  is  charted  for  him 
because  he  can  see  no  immediate  bene¬ 
fit  to  him  for  his  efforts. 

The  present  restriction  is  especially 
harmful  to  the  well  being  of  the  needy 
blind  in  States  that  are  not  providing 
even  a  reasonable  subsistence  level  of 
assistance  payments.  It  may  come  as  a 
surprise  to  some  when  I  say  that  there 
are  five  States  that  now  provide  less 
than  $26  per  month  on  the  average  for 
their  needy  blind.  Surely  no  one  will 
contend  that  an  average  of  less  than 
$26  a  month  is  a  reasonable  level  of 
assistance.  Yet  even  when  because  of 
lack  of  funds  the  standards  of  the  State 
agency  administering  the  program  are 
below  the  level  necessary  to  maintain 
decency  and  health,  the  net  earnings  of 
a  blind  recipient  must  be  deducted  from 
his  inadequate  assistance  payment. 

I  am  happy  to  report  that  under  the 
bill  such  a  cruel  and  unjust  result  could 
be  avoided.  The  States  would  be  author¬ 
ized  to  permit  the  needy  blind  to  earn 
additional  funds  to  supplement  their 
meager  assistance  payments  and  thus 
stimulate  their  natural  desire  to  become 
self-supporting  citizens. 

The  liberalization  of  the  aid-to-the- 
blind  provisions  of  the  act  and  the  re¬ 
vised  matching  formula  contained  in  the 
bill,  which  I  mentioned  earlier,  will  make 
life  just  a  little  easier  and  happier  for 
those  unfortunate  enough  to  be  both 
afflicted  with  blindness  and  in  need. 

FEDERAL  GRANTS -IN- AID  TO  PUERTO  RICO  AND  THE 
VIRGIN  ISLANDS 

The  bill  would  extend  both  the  in¬ 
surance  and  public-assistance  programs 
to  Puerto  Rico  and  the  Virgin  Islands. 
Through  the  insurance  system  the  resi¬ 
dents  of  these  possessions  of  the  United 
States  would  earn  future  protection 
against  the  economic  hazards  of  old  age, 
permanent  and  total  disability,  and 
death.  The  companion  program  of  pub¬ 
lic  assistance  would  fill  an  immediate 
need.  At  present  Puerto  Rico  and  the 
Virgin  Islands,  because  of  their  limited 
resources,  are  unable  to  raise  sufficient 
revenues  to  care  for  all  eligible  for 
assistance.  Needy  persons  are  subjected 
to  long  delays  before  assistance  is 
granted. 

The  provisions  in  the  bill  to  extend  the 
public-assistance  categories  to  these 
islands  would  make  it  possible  for  their 
governments  to  eliminate  their  waiting 
lists  and  to  raise  their  standards  of 
assistance  to  more  reasonable  levels. 

The  Committee  on  Ways  and  Means, 
after  reviewing  the  facts  that  were 
presented  at  the  hearings  on  social 
security  and  in  the  subsequent  execu¬ 
tive  sessions,  was  convinced  that  there 
is  urgent  need  to  extend  immediately 
the  public  assistance  categories  to 
Puerto  Rico  and  the  Virgin  Islands. 
Accordingly  the  bill  provides  for  such 
extension  but  not  on  the  same  basis  as  is 
provided  for  the  States.  For  old-age 
assistance,  aid  to  the  blind,  and  aid  to 
the  permanently  and  totally  disabled, 


the  maximum  limiting  Federal  participa¬ 
tion  in  an  individual  monthly  payment  is 
$30  and  for  aid  to  dependent  children 
$18  for  the  first  child  and  $12  for  each 
additional  child  in  a  family.  These  are 
the  maximums  established  in  the  origi¬ 
nal  Social  Security  Act  in  1935.  The 
Federal  share  would  be  one-half  of  the 
assistance  costs  within  these  maximums. 

By  limiting  Federal  participation  in 
the  public  assistance  programs  in  Puerto 
Rico  and  the  Virgin  Islands  below  what 
is  provided  for  the  States,  of  course,  will 
reduce  the  Federal  costs.  It  is  estimated 
that  the  annual  cost  to  the  Federal  Gov¬ 
ernment  will  be  $3,000,000  for  Puerto 
Rico  and  about  $75,000  for  the  Virgin 
Islands.  More  important,  however,  is 
that  under  this  limited  approach  to  the 
problem  of  granting  immediate  aid  to 
these  possessions,  the  Congress  is  assured 
it  is  not  furnishing  financial  aid  that 
would  result  in  too  liberal  assistance 
standards.  Perhaps  the  Federal  share 
of  the  costs  of  the  public  assistance  pro¬ 
grams  in  Puerto  Rico  and  the  Virgin 
Islands  should  be  greater,  but  I  believe 
no  change  in  the  provisions  in  the  bill 
should  be  made  unless  the  need  for 
change  is  established  after  a  further 
study  and  review  of  the  social  and  eco¬ 
nomic  conditions  of  the  islands  is  con¬ 
ducted. 

IMPROVEMENTS  IN  ADMINISTRATIVE 
REQUIREMENTS 

The  public  assistance  programs  in 
which  the  Federal  Government  shares  in 
the  costs  are  administered  or  supervised 
by  the  States.  The  Social  Security  ACt 
provides  minimum  requirements  for  the 
operation  of  the  programs  by  the  States. 
The  State-Federal  partnership  for  aiding 
needy  persons  established  in  1935  has 
functioned  well.  H.  R.  6000  contains  no 
provision  to  alter  the  basic  relationship 
between  the  States  and  Federal  Govern¬ 
ment'.  The  changes  that  would  be  made 
in  the  Federal  requirements  by  the  bill 
are  designed  to  improve  administrative 
practices  in  the  State  with  the  view  of 
affording  more  equitable  treatment  to 
the  needy  on  the  State-Federal  assist¬ 
ance  rolls. 

One  change  in  the  Federal  statutory 
requirements  that  I  would  like  to  com¬ 
ment  on,  because  I  think  it  is  important, 
relates  to  providing  assistance  to  all 
needy  persons  who  are  eligible  for  State- 
Federal  assistance.  In  some  States  and 
localities,  when  funds  are  insufficient  to 
provide  for  all  eligible  persons,  applicants 
for  aid  are  not  granted  assistance  until 
persons  already  on  the  rolls  die  or  cease 
to  receive  assistance  for  other  reasons. 
Under  the  bill  this  discriminatory  prac¬ 
tice  would  be  prohibited  and  the  available 
funds  would  have  to  be  divided  among  all 
eligible  persons. 

To  strengthen  this  change  in  the  Fed¬ 
eral  requirements  the  bill  would  amend 
the  fair  hearing  provisions  which  now 
specifically  provides  for  a  review  by  the 
State  agency  when  a  claim  for  State- 
Federal  assistance  is  denied.  Under  the 
proposed  revision  a  fair  hearing  would 
have  to  be  provided  to  applicants  whose 
claims  for  assistance  are  not  acted  upon 
in  a  reasonable  time  as  well  as  to  those 
who  are  denied  assistance. 


Another  change  in  Federal  require¬ 
ments  that  I  want  to  take  time  to  men¬ 
tion  concerns  the  training  of  personnel. 
The  importance  of  having  competent 
staff  administering  public  assistance  is 
sometimes  overlooked.  Only  if  the  em¬ 
ployees  of  the  public  assistance  agencies 
know  their  jobs  and  have  the  necessary 
skill  to  perform  them  properly  can  we 
expect  the  millions  of  people  on  the  as¬ 
sistance  rolls  to  receive  courteous  and 
fair  treatment  and  the  public,  proper 
expenditures  of  funds. 

It  is  a  pleasure  for  me  to  acknowledge 
that  most  State  agencies  administering 
public  assistance  already  have  estab¬ 
lished  training  programs  for  their  staff 
members.  The  provisions  in  the  bill  re¬ 
quiring  that  a  State  public  assistance 
plan  must  provide  for  a  training  program 
for  the  personnel  necessary  to  the  ad¬ 
ministration  of  the  plan  would  not  alter 
present  practices  in  these  States.  Each 
State  would  be  left  free  to  determine  for 
itself  the  methods  of  training  best  suited 
to  its  needs.  State  agencies  that  do  not 
have  training  programs,  however,  would 
be  required  to  establish  them  in  whatever 
form  they  deem  will  be  most  helpful  in 
attaining  more  efficient  administration  of 
public  assistance. 

I  shall  not  take  the  time  to  discuss  the 
other  changes  in  administrative  require¬ 
ments  contained  in  the  bill.  They  are  dis¬ 
cussed  in  the  committee  report,  a  copy 
of  which  was  provided  for  each  Mem¬ 
ber  of  the  House.  A  careful  reading  of 
this  report  will  sh'ow  the  care  and 
thought  with  which  the  Committee  on 
Ways  and  Means  has  proceeded  in  fram¬ 
ing  H.  R.  6000. 

I  believe  this  is  sound  legislation. 
While  the  major  emphasis  is  rightfully 
on  social  insurance  so  the  workers  of 
America  will  be  able  to  earn  social-secu¬ 
rity  protection  during  their  working 
years,  the  aged,  the  blind,  the  perma¬ 
nently  disabled,  and  the  dependent  chil¬ 
dren  who  are  in  need  are  not  forgotten. 
The  public  assistance  provisions  on  the 
bill  would  assist  four  and  one-half  mil¬ 
lion  needy  people  to  obtain  the  necessi¬ 
ties  of  life. 

Mr.  Chairman,  I  yield  back  the  balance 
of  my  time. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Michigan  [Mr.  Dondero] 

(Mr.  DONDERO  asked  and  was  give™ 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  DONDERO.  Mr.  Chairman,  I  in¬ 
tend  to  vote  for  H.  R.  6000,  a  bill 
to  expand  the  social -security  system, 
including  old-age  assistance  and  other 
provisions. 

Under  the  rule  by  which  this  bill  is 
before  the  House,  commonly  called  a  gag 
rule  or  closed  rule,  no  amendments  are 
allowed.  One  must  vote  for  the  entire 
bill  as  reported  to  the  House  by  the  Com¬ 
mittee  on  Ways  and  Means  and  accept 
all  of  its  provisions  or  vote  against  the 
bill  and  reject  all  of  its  provisions. 

I  am  in  favor  of  many  of  the  provisions 
of  this  bill  such  as  old-age  assistance 
and  child  welfare.  On  the  other  hand, 
I  am  opposed  to  other  sections  of  the  bill 
such  as  the  provisions  which  discrimi- 
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nate  against  older  workers  and  those  who 
are  employed  irregularly. 

I  am  opposed  to  the  Federal  Govern¬ 
ment  launching  on  a  program  of  a  vast 
and  costly  disability  insurance  plan  for 
50,000,000  people,  without  first  testing 
the  effectiveness  of  a  less  costly  grants- 
in-aid  program.  I  am  also  opposed  to 
the  surrender  to  the  Treasury  Depart¬ 
ment  and  the  Social  Security  Adminis¬ 
tration  of  the  power  of  Congress  to  de¬ 
termine  pay-roll  taxes  through  regula¬ 
tions  as  to  who  is  an  employee  and  who 
is  self-employed. 

I  am  opposed  to  establishing  a  social 
security  trust  fund  at  least  one-third 
larger  than  seems  to  be  necessary.  I  am 
also  opposed  to  extending  social  security 
to  the  Virgin  Islands  and  Puerto  Rico, 
which  should  have  their  own  programs 
based  upon  their  lower  wage  and  living 
cost  levels. 

I  am  opposed  to  providing  funeral  ben¬ 
efits  for  78,000,000  people  who  have  al¬ 
ready  made  such  provisions  through  life 
insurance  policies. 

The  Kean  substitute  bill  seems  to  pro¬ 
vide  a  saner  and  more  reasonable  ex¬ 
pansion  of  the  social  security  program 
and  I  intend  to  vote  for  it  when  the  mo¬ 
tion  comes  before  the  House  to  recom¬ 
mit.  If  that  fails,  then  I  intend  to 
vote  for  H.  R.  6000. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Wisconsin  [Mr.  Hull]. 

(Mr.  HULL  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  HULL.  Mr.  Chairman,  it  is  to  be 
regretted  that  action  of  such  importance 
as  the  consideration  of  the  expansion  of 
the  social  security  program  should  be 
postponed  until  it  can  be  brought  up  only 
in  the  closing  hours  of  the  session.  It 
now  comes  before  the  House  under  a 
closed  rule,  which  prevents  amendment 
and  forces  the  whole  subject  of  debate 
to  the  measure  which  the  Committee 
on  Ways  and  Means  has  determined 
upon.  It  is  not  fair  that  such  discrimi¬ 
nation  shall  be  applied  to  a  matter  of 
legislation  in  which  not  only  the  welfare 
of  the  Nation  is  concerned,  but  one  in 
which  a  large  percent  of  our  population 
is  vitally  interested.  It  might  well  have 
been  brought  up  and  acted  upon  before 
the  billions  of  dollars  of  additional  funds 
were  authorized  to  be  spent  upon  the 
people  of  many  foreign  lands,  most  of 
whom  are  far  more  remote  from  our  di¬ 
rect  responsibilities  than  the  aged  people 
of  our  own  Nation. 

However,  even  at  this  late  hour  in  the 
session/at  least  greater  justice  should  be 
dealt  out  to  those  in  our  respective  dis¬ 
tricts  who  for  years  have  pressed  upon 
Congress  the  necessity  of  a  national  law 
to  protect  those  who  have  made  their 
own  big  contribution  to  the  upbuilding  of 
our  land.  That  contribution  by  years  of 
labor  and  monest  endeavor  on  the  part 
of  millions  involved  has  made  possible 
the  wealth  and  prosperity  which  now  is 
being  flooded  upon  other  lands. 

In  the  14  years  since  Congress  passed 
the  first  social  security  law,  the  program 
has  been  before  the  public,  and  millions 
of  people  have  evidenced  their  interest. 

One  explanation  of  the  hurried  action 
of  the  present  is, that  various  branches 


of  our  great  industries  are  endangered 
by  threats  of  strikes  by  many  thousands 
of  workers  demanding  old-age  security. 
The  larger  part  of  those  now  under  social 
security  long  have  protested  its  insuffi¬ 
ciency  without  avail.  Even  during  the 
war  days  when  the  high  cost  of  living 
had  reached  its  peak,  those  provided  for 
in  part  from  the  Federal  Treasury,  and 
the  suffering  and  discomforts  among 
those  who  endeavored  to  exist  upon  the 
meager  allowance,  failed  to  obtain 
proper  results.  The  program  has  been 
expanded  only  poorly  and  insufficiently. 
States  and  counties  so  heavily  drawn 
upon  by  rising  costs  and  expenditures 
have  found  it  impossible  to  cover  their 
portions  of  assistance  to  meet  the  Fed¬ 
eral  aid. 

The  present  bill  is  one  of  only  partial 
subsistence  allowances.  It  does  increase 
the  number  who  can  be  brought  under 
the  law.  It  does  increase  the  allowances, 
though  only  in  part.  A  slight  addition 
has  been  made  for  Federal  aid  for  assist¬ 
ance  to  the  aged,  the  blind,  and  the  minor 
dependent  children.  It  covers  also  those 
totally  disabled  to  a  limited  degree.  It 
has  some  other  features  which  scantily 
improve  the  situation  as  to  many.  In  a 
general  way,  it  helps  a  bit.  But  it  will 
not  avoid  a  further  demand  for  justice 
for  the  Nation’s  unfortunate.  Nor  is  it 
likely  to  avoid  any  strikes  by  those  now 
demanding  special  old-age  security  from 
the  proceeds  of  industry. 

In  the  past  15  years,  thousands  of 
Townsend  clubs  have  been  organized  in 
all  the  States.  Townsend  bills  have  been 
among  the  many  pension  measures  in¬ 
troduced  at  every  congressional  session. 
Petitions  signed  by  millions  have  poured 
in  upon  the  Members  asking  for  its 
consideration.  At  every  recent  session, 
Members  of  the  House  have  laid  upon  the 
Clerk’s  desk  official  petitions  to  dis¬ 
charge  the  Ways  and  Means  Committee 
from  further  consideration  of  the  Town¬ 
send  bills.  At  some  sessions  those  official 
petitions  have  lacked  only  a  few  signa¬ 
tures  to  bring  the  measures  to  the  floor 
for  consideration.  All  such  endeavors 
have  availed  nothing. 

The  adoption  of  the  closed  rule  under 
which  present  consideration  is  given,  no 
amendments  become  possible.  It  is  a 
case  of  take  or  leave  it.  Even  those  of 
us  who  always  have  opposed  gag  rules 
were  constrained  to  give  our  support  to 
the  action  of  the  Rules  Committee  in 
bringing  in  such  a  rule.  Without  its 
adoption  there  could  be  no  hope  of  any 
action  in  expanding  the  program  at  this 
session; 

In  the  press  comes  notice  that  even 
the  committee  bill  will  not  be  brought 
up  in  the  other  branch  of  the  National 
Legislature  at  this  session.  It  will  fol¬ 
low  many  other  good  measures  to  the 
pigeonholes  of  a  committee  until  the 
January  session.  Again  the  rightful 
claims  of  those  advocating  better  legis¬ 
lation  for  the  aged,  the  blind,  the  totally 
disabled,  and  dependent  children  are  to 
fail  of  consideration  because  of  the  legis¬ 
lative  jam. 

Were  there  not  ample  reasons  for  such 
claims  and  demands,  the  bill  before  us 
never  would  have  come  from  the  commit¬ 
tee  which  framed  it.  The  bill  itself  is  an 
acknowledgment  of  its  necessity.  The 
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closed  rule  barring  amendments  is  fur¬ 
ther  acknowledgment  of  its  insufficiency. 
The  delay  in  bringing  the  matter  before, 
the  House  until  just  before  adjournment, 
when  the  other  body  will  fail  to  act, 
proves  again,  as  it  has  in  the  past,  that 
the  cause  is  just,  that  proper  legislation 
is  needed,  and  all  hesitancy  and  evasion 
will  serve  only  to  strengthen  the  claims 
and  demands  for  a  national  law  big 
enough  and  broad  enough  to  meet  the 
conditions  on  which they  are  based. 

Because  the  bill  is  an  improvement 
over  what  we  have,  I  shall  vote  for  it 
under  a  sense  of  compulsion,  just  as  I 
voted  for  the  rule.  It  is  this  measure 
or  nothing.  I  favor  proper  action,  which 
surely  will  come. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  New  Jersey  [Mr.  Auchin- 

CLOSS] . 

(Mr.  AUCHINCLOSS  asked  and  was 
given  permission  to  revise  and  extend  his 
remarks  ) 

Mr.  AUCHINCLOSS.  Mr.  Chairman, 
in  thinking  back  over  the  7  years  of 
servic  ;  which  I  have  enjoyed  as  a  Mem¬ 
ber  of  the  House  of  Representatives  I 
can  remember  many  important  problems 
and  measures  which  were  voted  on  in  the 
interest  of  the  country,  but  I  cannot  re¬ 
call  any  more  important  problem  than 
the  great  question  of  social  security.  I 
am  not  one  of  those  who  thinks  that  the 
enactment  of  an  expanded  social  secu¬ 
rity  pi’ogram  is  a  step  toward  a  welfare 
state,  but  I  believe  that  it  is  rather  a 
step  toward  a  better  America  and  that 
it  carries  out  the  principles  of  our  Dec¬ 
laration  of  Independence  and  the  ideals 
of  ou~  Constitution.  I  am  fearful,  how¬ 
ever,  of  many  measures  which  have  been 
introduced  by  the  majority  party,  and  I 
do  not  like  the  general  trend  of  legisla¬ 
tion  which  concentrates  more  and  more 
the  authority  of  the  Federal  Government 
in  encroaching  on  the  sovereignty  of  our 
separate  States.  We  must  guard  against 
paternalism  in  Government  and  there  is 
no  doubt  in  my  mind  that  if  we  are  to 
maintain  the  integrity  of  our  credit,  the 
cost  of  Government  must  be  materially 
reduced  and  such  savings  passed  on  to 
the  relief  of  our  heavily  burdened  tax¬ 
payers  through  a  reduction  in  taxes. 
One  of  the  first  considerations  of  Con¬ 
gress  in  the  near  future  should  be  the 
immediate  elimination  of  the  nuisance 
excise  taxes  which  are  now  exacted  from 
people  generally. 

In  the  consideration  of  legislation 
every  right  and  courtesy  toward  the  mi¬ 
nority  must  be  safeguarded  or  our  legis¬ 
lative  system  will  become  a  travesty  of 
justice  and  sound  thinking.  Indeed,  it 
is  in  the  interests  of  the  country  that  the 
minority  have  every  opportunity  to  ex¬ 
press  their  views  and  arguments  for  or 
against  any  legislation.  This  is  particu¬ 
larly  true  when  such  important  legisla¬ 
tion  as  social  security  is  to  be  considered, 
but  I  regret  to  have  to  say  that  it  is  my 
opinion  that  the  Democratic  Party, 
which  is  now  in  the  majority,  has  given 
little  consideration  to  the  courtesy  and 
rights  entitled  to  by  the  Republicans, 
who  are  the  minority  party,  in  the  con¬ 
sideration  of  this  legislation.  The  rule 
which  was  reported  out  and  adopted  by 
a  more  or  less  strictly  party  vote,  al- 
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though  it  was  heartening  to  note  that 
some  members  of  the  majority  did  not 
approve  of  it,  is  what  is  known  as  a  closed 
rule.  A  closed  rule  does  not  permit  the 
introduction  of  any  amendments  to  the 
legislation  unless  these  amendments  are 
submitted  by  the  committee  itself,  and 
in  that  way  the  matters  in  disagreement 
cannot  be  considered  by  the  full  House. 
The  Democratic  members  of  the  Ways 
and  Means  Committee  wrote  this  bill  and 
voted  it  out  and  the  Democratic  mem¬ 
bers  of  the  Rules  Committee  adopted  the 
closed  rule  under  which  this  bill  is  being 
considered.  It  matters  little  to  me  what 
the  precedents  are  or  whether  Repub¬ 
licans  or  Democrats  in  the  past  have 
been  guilty  in  this  respect;  the  fact  re¬ 
mains  that  it  is  not  right  nor  in  accord¬ 
ance  with  the  principles  of  our  repub¬ 
lican  form  of  government  that  a  gag  rule 
be  adopted  in  the  consideration  of  such 
important  legislation.  I  do  not  mean  to 
imply  that  I  would  be  in  favor  of  a  fule 
which  would  give  every  Member  of  Con¬ 
gress  an  opportunity  to  suggest  an 
amendment.  If  that  were  so,  it  would 
take  a  long  time  for  the  adoption  of  any 
legislation  and  it  would  be  a  peculiar 
hodgepodge  at  the  end,  but  I  do  think 
that  a  rule  should  have  been  granted 
which  would  have  permitted  the  consid¬ 
eration  of  a  few  amendments  to  this 
legislation  which  had  been  debated  in  the 
committee  and  which  were  lost  in  the 
committee  by  only  one  or  two  votes. 
That  close  vote  was  evidence  of  an  honest 
difference  of  opinion  and  sounder  legisla¬ 
tion  would  result  if  the  membership  of 
the  House  were  given  an  opporunity  to 
consider  these  suggestions.  It  is  for 
these  reasons  that  I  voted  against  the 
adoption  of  the  rule,  wanting  a  greater 
freedom  of  debate,  and  believing  that  it 
would  be  for  the  benefit  of  everyone  con¬ 
cerned. 

Any  amendment  to  the  Social  Security 
Act  as  comprehensive  as  the  provisions 
of  this  bill  is  necessarily  complicated.  I 
would  point  out  that  the  bill  itself  is  201 
pages  in  length  and  the  report  accom¬ 
panying  the  bill  covers  207  pages  of  fine 
print,  so  anyone  who  wants  to  study  this 
matter  must  take  considerable  time  and 
have  the  benefit  of  expert  advice.  On 
the  whole  I  think  the  bill  reported  by  the 
committee,  H.  R.  6000,  is  a  good  bill,  but 
I  do  think  it  could  have  been  made  a 
better  bill  in  some  respects  and  I  would 
like  to  address  a  few  remarks  on  one  or 
two  of  the  changes  which  I  think  would 
strengthen  it.  I  am  very  much  im¬ 
pressed  with  the  arguments  that  the  ben¬ 
efits  payments  should  be  based  on  the 
highest  10  consecutive  years  of  earnings 
rather  than  on  an  average  monthly  wage 
determined  by  the  entire  working  time 
of  the  individual.  This  would  provide 
more  adequate  protection  to  many  peo¬ 
ple  owing  to  part  time  employment,  and 
periods  of  no  employment  whatever,  be¬ 
cause  we  must  remember  that  this  will 
only  apply  to  those  whose  average  wages 
are  less  than  $3,600  a  year.  Such  a  pol¬ 
icy  has  the  support  of  the  labor  unions 
and  was  strongly  endorsed  by  social  se¬ 
curity  experts  who  were  presumably  un¬ 
biased  and  I  would  be  glad  to  have  had 
the  opportunity  to  vote  for  such  an 


amendment.  I  think  that  people  such 
as  teachers,  firemen,  and  policemen  who 
are  already  covered  under  their  own  re¬ 
tirement  and  pension  systems  should  be 
thoroughly  protected,  and  their  present 
rights  which  they  have  enjoyed  for  many 
years  should  not  be  jeopardized.  I 
would,  prefer  that  such  people  were  ex¬ 
cluded  from  the  provisions  of  the  act 
but  I  am  denied  the  right  to  vote  for  such 
an  amendment  under  the  gag  rule. 
This  bill  goes  into  the  costly  field  of  dis¬ 
ability  insurance  and  it  would  seem  that 
it^would  be  wiser  to  meet  this  problem 
through  the  Federal  grants-in-aid  pro¬ 
gram  and  I  would  have  welcomed  the  op¬ 
portunity  to  amend  H.  R.  6000  so  that 
total  and  permanent  disability  payments 
should  be  confined  to  the  public  assist¬ 
ance  program.  There  are  other  amend¬ 
ments  which  I  believe  would  have  not 
only  increased  the  effectiveness  of  social 
security,  but  which  would  have  materi¬ 
ally  reduced  the  public  cost  thereof.  All 
these  amendments  which  I  favored  were 
contained  in  a  bill  introduced  by  Con¬ 
gressman  Kean,  of  New  Jersey,  H.  R. 
6297,  and  I  propose  to  support  a  motion 
to  recommit  H.  R.  6000  with  instructions 
that  the  committee  report  out  H.  R.  6297 
for  the  consideration  of  the  House.  If 
this  motion  is  not  carried,  however,  I 
will  support  the  bill  in  the  hope  that 
when  it  is  considered  in  the  Senate  many 
improvements  may  be  made  in  it.  I  do 
not  like  gag  rule  and  I  thoroughly  believe 
it  was  not  necessary  in  this  instance  but 
under  the  Democratic  majority  in  the 
House  we  have  to  leave  the  task  of  per¬ 
fecting  this  measure  to  the  Senate,  al¬ 
though  I  feel  that  the  House  is  fully  ca¬ 
pable  of  doing  it  itself. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Iowa  [Mr.  Cunningham]. 

(Mr.  CUNNINGHAM  asked  and  was 
given  permission  to  revise  and  extend  his 
remarks.) 

Mr.  CUNNINGHAM.  Mr.  Chairman,  I 
favor  the  passage  of  this  bill  because  it  is 
an  improvement  over  the  present  law. 
It  is  now  14  years  since  social  security 
was  established.  Up  to  the  present  it 
has  been  very  unsatisfactory  for  many 
of  our  people.  We  should  either  repeal 
the  law  or  make  it  worth  while.  Obvi¬ 
ously,  we  cannot  repeal  it.  Both  the  Re¬ 
publican  and  Democratic  Parties  have 
pledged  themselves  to  extend  and  en¬ 
large  it.  The  bill  before  us  is  an  im¬ 
provement.  It  is  necessary  to  liberalize 
benefits  to  help  meet  the  increase  in  the 
cost  of  living. 

I  regret  the  bill  came  to  us  under  a 
closed  rule.  The  Members  should  have 
an  opportunity  to  improve  it  with 
amendments.  Professional  people,  such 
as  lawyers,  doctors,  and  engineers,  should 
be  included.  It  should  be  enlarged  for 
the  aged  and  infirm  and  those  in  low- 
income  brackets.  I  hope  the  motion  to 
recommit,  which  I  understand  is  to  be 
offered,  will  correct  many  of  the  defi¬ 
ciencies  in  the  bill  before  us,  known  as 
H.  R.  6000. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  New  York  [Mr.  Gwinn]. 

(Mr.  GWINN  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 


THE  SOCIAL  SECURITY  ILLUSION 

Mr.  GWINN.  Mr.  Chairman,  the  ad¬ 
ministration  has  ordered  that  Congress 
vote  yes  or  no  on  its  omnibus  social  se¬ 
curity  bill,  without  amendments.  Con¬ 
gress  must  take  it  or  leave  it.  Amend¬ 
ments  are  forbidden,  so  discussion  is  use¬ 
less.  Under  such  a  gag  rule,  the  vote 
should  be  a  thundering  no. 

A  reading  of  the  bill  shows  that  it  is 
no  social  security  bill  except  in  its  name. 
It  will  take  in  11,000,000  additional  tax¬ 
payers,  to  provide  the  administration  with 
more  spending  money.  The  workers  are 
paid  in  promises. 

About  35,000,000  workers  in  this  coun¬ 
try  have  been  paying  social  security  taxes 
for  as  much  as  13  years.  How  much 
money  do  they  have  saved  up  for  the  next 
depression  or  for  the  time  when  the  num¬ 
ber  of  aged  begins  to  rise  very  greatly? 
We  all  know  the  answer.  The  answer, 
gentlemen,  is  “Not  a  thin  dime.” 

There  isn’t  a  penny  of  real  reserves 
anywhere  in  all  the  elaborate  machinery 
we  call  the  social  insurance  trust  funds. 

You  know  that  all  the  money  paid  in  by 
employers  from  their  own  funds,  and 
from  their  workers’  pay  envelopes  (except 
what  is  paid  out- currently)  goes  to  the 
Federal  Treasury.  That  is  now  about 
$23,000,000,0000.  You  know  that  every 
dollar  of  this  has  been  spent  by  the  Gov¬ 
ernment  in  addition  to  the  regular  taxes 
it  has  collected. 

Not  a  penny  of  hard  money  is  ever 
put  into  any  real  insurance  reserves.  The 
workers  today  are  paying  rates  that  bring 
in  about  $2,000,000,000  a  year  above  cur¬ 
rent  outgo.  But  those  $2,000,000,000  are 
not  put  aside  for  them.  They  are  spent 
as  fast  as  they  come  in. 

The  elaborate  Rube  Goldberg  machin¬ 
ery  of  Federal  social  security  is  designed 
to  hide  the  fact  that  when  the  Govern¬ 
ment  spends  this  money  it  doesn’t  put 
anything  in  its  place. 

Technically  the  administration  issues 
new  United  States  bonds  and  puts  them 
into  the  reserve  funds.  But  what  are 
these  United  States  bonds?  They  are 
evidences  of  debt  and  not  of  savings. 
They  are  I  O  U’s  for  which  nothing  was 
produced.  No  wealth  was  created  to 
earn  money  for  the  workers.  The  Gov¬ 
ernment  used  the  money  of  the  workers 
to  buy  eggs  or  potatoes  that  spoil,  or  for 
other  subsidies,  or  for  war. 

The  Government  does  not  produce 
anything  out  of  which  the  workers’  pen¬ 
sions  can  be  paid.  If  they  are  paid  at 
all,  the  Government  will  force  a  new 
generation,  with  doubtful  capacity,  to 
pay  the  amounts  due.  The  Government 
can  promise  to  lay  taxes  on  an  unborn 
generation,  but  that  unborn  generation 
may  refuse  to  pay  them.  Future  Con¬ 
gresses  may  not  be  willing  to  act.  Gov¬ 
ernments  are  likely  to  be  unmoral  towar.d 
old  debts  that  added  not  a  dime  of  new 
wealth  to  the  present  taxpayers. 

That  the  administration  needs  this 
money  if  it  is  to  go  on  spending  and 
spending,  hoping  to  buy  more  and  more 
votes,  is  bad  enough.  To  commit  decep¬ 
tion  and  fraud  upon  the  workers  is 
damnable. 

Nov/  we  see  why  the  administration 
wants  to  “extend  the  benefits”  of  its 
social  security  to  11,000,000  more  peo- 
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pie  in  the  last  hours  of  this  session. 
They  have  just  that  many  more  people 
.  to  rob  of  their  wages  in  addition  to  the 
withholding  tax,  the  excise  taxes,  and 
the  rest.  The  benefits  to  the  workers  are 
mere  promises  of  future  performance. 
The  present  annual  take  from  the  work¬ 
ers  is  more  than  $2,000,000,000  spot 
cash,  for  our  own  variety  of  Socialist 
Government  experiments.  This  is  a 
clever  device  by  which  the  administration 
gets  more  revenue  without  the  public 
protest  that  would  be  raised  at  once 
against  a  proposed  revenue  bill,  that 
raised  taxes  another  two  billions. 

Let  us  call  the  sponsors  of  the  bill  to 
witness.  On  page  35  of  the  report  of 
the  House  committee,  v/e  find  that  bene¬ 
fits  paid  out  under  the  new  bill  in  1950 
will  be  $1,300,000,000  but  collections  will 
be  $3,300,000,000.  That  still  leaves  two 
billions  for  the  Government  to  spend. 

The  “trust  fund’’  will  double  in  5  years. 
It  will  be  $35,000,000,000  in  10  years — for 
old  age  and  disability  only.  It  will  reach 
the  incredible  total  of  $91,000,000,000  in 
40  working  years,  when  today’s  young 
workers  are  ready  to  retire. 

But  what  are  these  $90,000,000,000? 
They  are  only  money  the  Government 
has  spent.  There  are  no  reserves,  no 
earnings,  on  which  the  workers  can  draw. 
There  is  but  the  possibility  that  future 
taxpayers  will  make  good  the  embezzle¬ 
ment. 

We  are  giving  the  administration  the 
power  to  tax  11,000,000  farmers,  domestic 
servants,  writers  and  workers  in  non¬ 
profit  agencies,  and  to  collect  and  spend 
$80,000,000,000  of  their  earnings  without 
calling  it  a  tax. 

It  would  be  hard  to  think  of  any  good 
reason  why  a  New  Deal  spending  govern¬ 
ment  should  want  anything  better  than 
this.  Republicans  or  Democrats,  why 
should  we  impose  such  a  hidden  tax  on 
the  employed  people.  Why  take  away 
all  the  responsibility  for  managing  their 
own  savings  and  hide  from  them  what  is 
being  done  with  their  money  by  a  Govern¬ 
ment  they  still  trust  though  with  increas¬ 
ing  suspicion? 

When  the  aging  of  the  46,000,000 
workers  who  ate  paying  into  the  system 
requires  that  their  pensions  be  paid, 
they  will  all  have  to  be  taxed  again  tp 
pay  themselves.  Thus  they  will  pay  for 
their  old-age  security  twice.  First  from 
their  wages,  and  then  from  their  taxes 
to  pay  the  I  O  U’s  the  Government  drop¬ 
ped  in  the  till  for  them. 

When  business  depression  comes,  we 
know  that  wages  and  taxes  will  go  down, 
and  the  numbers  of  sick  people  and  the 
retired  will  go  up.  Then  it  is  that  re¬ 
serves  are  absolutely  necessary.  But 
there  are  none.  Where  will  we  look  for 
new  taxes  then? 

Ladies  and  gentlemen  of  the  commit¬ 
tee,  the  day  will  come  when  you  will 
bitterly  regret  having  given  this  So¬ 
cialist  administration  the  chance  to 
plunder  the  American  workers  savings. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Iowa 
[Mr.  LeCompxeI. 

Mr.  LeCOMPTE.  Mr.  Chairman,  the 
debate  and  the  discussion  so  far  on  this 
bill  has  been  splendid,  and  I  think  those 


of  us  who  have  listened  to  the  debate, 
not  being  members  of  the  committee, 
have  obtained  a  pretty  fair  grasp  of  the 
legislation  proposed  in  H.  R.  6000,  a  bill 
of  201  pages. 

I  am  very  deeply  disappointed  that  we 
must  consider  a  bill  of  such  major  im¬ 
portance  under  a  closed  rule.  I  think  by 
the  adoption  of  a  closed  rule  we  are  not 
adding  to  the  prestige  of  the  House 
throughout  the  United  States.  I  think 
very  sincerely  that  the  people  of  the 
country  expect  the  House  of  Repre¬ 
sentatives  to  consider  legislation  of  a 
major  character  under  an  open  rule,  and 
permit  a  majority  to  work  its  will  and 
perfect  the  legislation  that  is  to  be 
adopted.  I  believe  we  are  injuring  the 
prestige  of  the  House  of  Representatives 
by  proceeding  under  a  closed  rule.  The 
mere  fact  that  the  House  has  had  closed 
rules  time  and  time  again,  and  that  this 
has  been  the  custom  of  both  parties,  does 
not  change  the  situation  in  the  slightest 
degree.  However,  this  is  where  we  are 
now.  Before  the  day  is  over  we  are  going 
to  vote  either  for  or  against  this  bill, 
without  having  an  opportunity  to  offer 
any  amendment  or  submit  such  amend¬ 
ment  to  the  majority  of  this  House,  with 
the  hope  and  purpose  of  improving  the 
bill. 

The  great  Ways  and  Means  Committee 
is  composed  of  25  of  our  best  and  ablest 
legislators.  Perhaps  no  better  state¬ 
ment  has  been  made  today  than  is  to  be 
found  in  the  remarks  of  my  colleague 
the  gentleman  from  Iowa  [Mr.  Martin]. 
I  hope  sincerely  that  the  other  body  will 
consider  this  legislation  without  any  re¬ 
stricting  rule,  and  that  some  of  the  de¬ 
fects  brought  out  in  debate  will  be 
corrected. 

I  asked  for  this  time  so  that  I  might 
submit  to  some  of  the  members  of  the 
Ways  and  Means  Committee  a  question 
that  has  been  in  my  mind  for  some  time. 
This  situation  occurs  under  existing  law. 
In  my  State,  and  I  presume  in  most  of 
the  other  States,  a  small-business  man 
goes  through  life,  and  at  the  end  of  his 
career  has  seldom  saved  a  dollar.  A 
large  majority  of  small-time  business¬ 
men  fail  at  least  once,  and  many  twice. 

Yet  since.  1935  the  small-business  man 
has  been  deducting  a  pay-roll  tax  equal 
to  1  percent  of  the  wages  of  all  of  his  help, 
and  has  been  matching  that  pay-roll  tax 
out  of  his  own  pocket.  Up  to  the  present 
time  he  has  not  been  able  to  come  under 
social  security.  What  will  be  the  situa¬ 
tion  under  this  bill,  if  I  may  submit  that 
question  to  some  member  of  the  com¬ 
mittee? 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  LeCOMPTE.  I  am  glad  to  yield  to 
my  good  friend  from  Arkansas,  a  mem¬ 
ber  of  the  committee  who  came  to  Con¬ 
gress  the  same  year  I  did. 

Mr.  MILLS.  Under  the  bill,  that  indi¬ 
vidual,  who  is  self-employed  and  operates 
his  own  business,  would  be  compulsorily 
covered  under  title  II  of  social  security. 
He  would  pay  one  and  one-half  times  the 
tax  levied  against  the  employee. 

Mr.  LeCOMPTE.  One  and  one-half 
times  the  tax  levied  for  his  employee? 

Mr.  MILLS.  Yes,  sir. 


Mr.  LeCOMPTE.  But  what  are  you 
going  to  do  in  this  bill  about  the  amount 
of  money  that  the  small-town  grocer — I 
have  never  known  one  who  had  a  dollar 
when  he  got  through — has  been  pay¬ 
ing  since  1935?  Is  he  going  to  get  any 
credit  for  that? 

Mr.  MILLS.  The  amount  of  the  tax 
that  the  individual  has  been  paying  has 
been  for  the  benefit  of  low-wage  earners 
which  included  the  people  who  worked 
for  him.  None  of  the  money  he  has  paid 
in  heretofore  has  been  for  his  own 
benefit. 

Mr.  LeCOMPTE.  You  are  not  doing 
anything  for  the  small  businessman  who 
has  earned  this  load  in  the  past. 

Mr.  MILLS.  Nothing  more  than  of¬ 
fering  him  the  opportunity  of  coming 
in  for  the  future. 

Mr.  LeCOMPTE.  I  grant  that,  but 
there  is  nothing  in  this  bill  of  a  retroac¬ 
tive  nature  to  give  him  any  credit  for 
the  amount  that  he  has  paid  in  the  past 
since  the  adoption  of  the  social-security 
legislation  in  1935. 

Mr.  MILLS.  The  gentleman  is  cor¬ 
rect;  and  I  might  say  that  the  bill  intro¬ 
duced  by  the  gentleman  from  New  Jersey 
[Mr.  Kean]  is  in  accord  with  the  com¬ 
mittee  bill  in  that  regard. 

Mr.  LeCOMPTE.  The  Kean  bill  may 
be  defective,  too,  but  is  this  House,  repre¬ 
senting  the  entire  United  States,  going 
to  say  that  we  are  not  doing  anything 
for  the  small  businessman? 

Mr.  MILLS.  The  gentleman  misun¬ 
derstands,  I  think,  if  I  may  have  a  mo¬ 
ment  of  his  time. 

Mr.  LeCOMPTE.  Certainly;  I  would 
like  this  matter  cleared  up. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Iowa  has  expired. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
the  gentleman  one  additional  minute, 
but  may  I  suggest  in  addition  to  the 
answer  of  the  gentleman  from  Arkan¬ 
sas  that  all  the  small  businessman  has 
to  do  in  the  future  to  be  entitled  to  come 
in  is  show  an  earning  on  his  part  of 
$400  a  year. 

Mr.  MILLS.  The  gentleman  from 
Iowa,  as  I  understood  him,  was  con¬ 
cerned  because  neither  the  committee 
bill  nor  the  Kean  substitute  peririitted 
the  self-employed  to  get  credit  retro¬ 
actively  for  the  tax  paid  for  the  benefit 
of  his  employees  heretofore. 

Mr.  LeCOMPTE.  It  would  seem  to  me 
that  the  small  businessman  has  been 
hurt  all  the  time  by  social  security,  and 
has  not  been  benefited  in  any  way.  You 
are  offering  him  benefits  for  the  future, 
but  perhaps  he  is  55  or  56  years  old  and 
will  have  to  retire  in  a  few  years,  will 
not  be  able  to  build  up  any  benefits  ex¬ 
cept  for  the  3  or  4  years.  He  gets  no 
credit  for  all  the  money  he  has  matched 
in  years  past. 

Mr.  MILLS.  He  will  not  get  any  credit 
for  the  amount  of  money  he  has  paid 
in  the  past  for  his  own  employees,  but 
to  be  eligible  at  age  65  the  self-employed 
man  must  have  been  in  the  system  only 
5  years. 

Mr.  LeCOMPTE.  But  he  would  get 
no  credit  for  the  sums  he  has  matched 
on  his  pay  roll  throughout  the  past 
years. 
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Mr.  MILLS.  He  would  not  himself 
receive  wage  credits  retroactively. 

Mr.  LeCOMPTE.  I  think  the  bill  aims 
at  enlarging  and  improving  social  secu¬ 
rity,  but  I  believe  it  is  defective  in  many 
respects  and  I  regret  that  a  gag  rule  was 
put  through  which  prevented  the  sub¬ 
mission  of  helpful  amendments. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Iowa  has  expired. 

(Mr.  LeCOMPTE  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  New  Jersey  [Mr.  Wolver- 
ton], 

Mr.  WOLVERTON.  Mr.  Chairman,  I 
am  gratified  to  finally  have  the  opportu¬ 
nity  of  voting  for  a  bill  to  improve  our 
social-security  law.  For  years  it  has  been 
evident  to  me  that  the  act  should  be  im¬ 
proved,  particularly  by  extending  its  cov¬ 
erage  and  increasing  the  amount  to  be 
paid  to  those  entitled  to  benefits  under 
the  act. 

However,  I  am  disappointed  that  the 
amendments  do  not  go  further  than  they 
do.  It  is  true  that  the  number  of  persons 
to  come  within  the  provisions  has  been 
increased  by  approximately  11,000,000. 
While  this  is  gratifying  as  far  as  it  goes, 
yet,  in  my  opinion,  it  should  have  gone 
further. 

The  fear  of  insecurity  in  old  age  is  one 
that  is  ever  present  in  the  life  of  most 
persons.  To  remove  that  fear  will  add 
years  and  happiness  to  the  life  of  every¬ 
one  as  they  grow  older.  Time  and  again, 
innumerable  times,  I  receive  letters  of 
the  most  pathetic  character  from  old 
people  fearful  of  what  the  future  holds 
in  store  for  them.  These  old  people  do 
not  want  to  be  a  burden  to  the  members 
of  their  families.  They  do  not  want  to 
be  dependent.  They  want  to  be  inde¬ 
pendent.  Those  that  are  able  are  willing 
to  work,  but  in  this  fast-moving  industri¬ 
al  life  of  today,  the  demand  is  for  younger 
men.  Thus,  the  old  and  aged  are  placed 
upon  the  shelf,  and,  therefore,  the  need 
by  appropriate  laws  to  enable  the  aged 
to  live  a  self-respecting  old  age.  I  am 
now,  and  always  have  been,  strongly  in 
favor  of  all  legislation  to  provide  security 
in  old  age. 

As  I  have  previously  said,  I  am  grati¬ 
fied  that  additional  persons  to  the  num¬ 
ber  of  11,000,000  are  brought  within  the 
terms  of  the  act  by  the  amendments  pro¬ 
posed.  There  are  other  classes  of  our 
citizenship  that  should  likewise  have 
been  brought  within  the  act.  It  is  disap¬ 
pointing  that  they  are  not.  However,  I 
look  forward  to  the  time,  and  I  hope  it  is 
not  distant,  when  all  such  will  be  brought 
within  our  social-security  coverage. 

Another  amendment  to  the  Social  Se¬ 
curity  Act  that  is  long  overdue,  but  is 
being  corrected  or  improved  by  the  leg¬ 
islation  before  us  relates  to  the  amount 
of  benefits  received.  The  amounts  being 
paid  under  the  present  law  are  so  mea¬ 
ger  that  they  might  well  be  considered 
an  insult  to  the  aged.  In  no  instance 
are  they  sufficient  to  meet  the  high  cost 
of  living  that  now  exists.  The  only 
defense  that  might  be  offered  would  be 
that  the  cost  of  living  when  the  original 
act  was  adopted  was  not  as  high  as  it 
is  now,  and,  furthermore,  that  the  law 


was  new  and  lessons  had  to  be  gained 
by  experience.  Whatever  justification 
there  may  be  for  such  in  the  past  the 
fact  remains  that  for  a  long  time  it  has 
been  apparent  that  justice  to  the  aged 
requires  that  payments  to  them  should 
be  greatly  increased. 

The  legislation,  now  before  us,  offers 
considerable  improvement  over  present 
conditions  by  liberalization  of  benefits  to 
be  received  under  the  act. 

About  2.6  million  persons  currently  re¬ 
ceiving  old-age  and  survivors’  insurance 
benefits  would  have  their  monthly  bene¬ 
fits  increased  on  the  average  by  about 
70  percent.  Increases  would  range  from 
50  percent  for  highest  benefit  groups  to 
as  much  as  150  percent  for  lowest  bene¬ 
fit  groups.  The  average  primary  bene¬ 
fit  is  now  approximately  $26  per  month 
for  a  retired  insured  worker  and  under 
the  bill  it  would  be  approximately  $44. 
Illustrative  figures  for  individual  cases 
are  shown  in  the  table  below: 

New  primary 
insurance  amount 

Present  primary  insurance  benefit: 

$10 _ $25 

$15 _ 31 

$20 _  36 

$25 _ 44 

$30 _  51  - 

$35 _  55 

$40 _  60 

$45 _  64 

Furthermore,  and  a  very  important 
matter,  the  bill  will  increase  the  amount 
that  can  be  earned  by  a  beneficiary  with¬ 
out  losing  the  monthly  benefits  to  which 
he  is  entitled.  Under  the  present  law 
the  amount  a  beneficiary  is  permitted  to 
earn  per  month,  after  retirement  and  in 
addition  to  the  monthly  payment  re¬ 
ceived  is  only  $14.99.  The  amount  is  so 
trifling  that  in  practice  it  is  no  real  help 
at  all.  Under  the  bill  now  before  us  this 
situation  is  corrected.  The  amount  a 
beneficiary  may  earn  in  covered 'employ¬ 
ment  without  loss  of  benefits  would  be  in¬ 
creased  from  $14.99  to  $50  per  month. 
After  age  75,  benefits  would  be  payable 
regardless  of  amount  of  earnings  from 
employment. 

There  are  many  other  worth-while  im¬ 
provements  and  additions  to  the  existing 
law  that  will  prove  highly  beneficial 
to  many  thousands  of  people.  For 
instance — 

permanent  and  total  disability  insurance 

Coverage:  All  persons  covered  by  the 
old-age  and  survivors’  insurance  program 
will  have  protection  against  the  hazard 
of  enforced  retirement  and  loss  of  earn¬ 
ings  caused  by  permanent  and  total  dis¬ 
ability. 

Benefits:  Permanently  and  totally  dis¬ 
abled  workers  will  have  their  benefits  and 
average  wage  computed  on  the  same  basis 
as  for  old-age  benefits. 

OLD-AGE  AND  SURVIVORS’  INSURANCE  BENEFITS 
FOR  WORLD  WAR  II  VETERANS 

World  War  II  veterans  will  be  given 
wage  credits  under  the  old-age,  sur¬ 
vivors,  and  disability  insurance  program 
of  $160  per  month  for  the  time  spent  in 
military  service  between  September  16, 
1940,  and  July  24,  1947. 

PUBLIC  ASSISTANCE  AND  WELFARE  SERVICES 

Under  extension  of  State-Federal 
public-assistance  programs — aid  will  be 


extended  to  persons  not  now  eligible  for 
assistance,  as  follows: 

Permanently  and  totally  disabled 
needy  persons  will  become  eligible  for 
State-Federal  assistance  by  the  estab¬ 
lishment  of  a  fourth  category,  with  the 
Federal  Government  sharing  in  the  costs 
in  the  same  manner  as  for  old-age  as¬ 
sistance  and  aid  to  the  blind. 

The  mother,  or  other  adtilt  relative 
with  whom  an  eligible  dependent  child 
is  living,  would  become  eligible  as  a  re¬ 
cipient  under  the  aid-to-dependent-chil- 
dren  program,  and  the  Federal  Govern¬ 
ment  would  share  in  the  costs  of  the  aid 
furnished  such  mother  or  relative. 

Increase  in  Federal  share  of  public- 
assistance  costs :  The  bill  will  strengthen 
financing  of  public  assistance  in  all 
States,  and,  particularly,  will  enable 
States  with  low-average  payments  to 
raise  the  level  of  payments  to  needy  re¬ 
cipients  under  the  State-Federal  pro¬ 
gram.  Federal  funds  will  be  made  avail¬ 
able  to  the  States  under  the  following 
matching  formula: 

(a)  For  old-age  assistance,  aid  to  the 
blind,  and  aid  to  the  totally  and  perma¬ 
nently  disabled,  Federal  funds  will  equal 
four-fifths  of  the  first  $25  per  recipient 
plus  one-half  of  the  next  $10  plus  one- 
third  of  the  next  $15  with  a  maximum  of 
$50  on  individual  assistance  payments. 

(b)  For  aid  to  dependent  children,  Fed¬ 
eral  funds  will  equal  four-fifths  of  the 
first  $15  per  recipient,  including  one 
adult  in  each  family,  plus  one-half  of 
the  next  $6,  plus  one-third  of  the  re¬ 
mainder,  with  maximums  on  individual 
assistance  payments  of  $27  for  the  adult 
plus  $27  for  the  first  child  plus  $18  for 
each  additional  child  in  the  family. 

Public  medical  institutions:  The  Fed¬ 
eral  Government  will  share  in  the  pay¬ 
ments  made  by  the  States  and  localities 
to  the  needy,  aged,  blind,  and  perma¬ 
nently  and  totally  disabled  recipients  re¬ 
siding  in  public  medical  institutions,  in¬ 
stead  of  limiting  Federal  participation  to 
payments  made  to  recipients  residing  in 
private  institutions  as  provided  in  pres¬ 
ent  law. 

Direct  payment  for  medical  care: 
States  will  be  authorized  to  make  direct 
payments  to  medical  practitioners  or  in¬ 
stitutions  furnishing  medical  care  to  re¬ 
cipients  of  State-Federal  public  assist¬ 
ance.  Under  existing  law  the  Federal 
Government  does  not  participate  in  the 
cost  of  medical  care  for  recipients  unless 
payment  for  such  care  is  made  directly 
to  the  recipient. 

Child-welfare  services:  Authorization 
for  child-welfare  services  in  rural  areas 
or  areas  of  special  need  will  be  increased 
from  $3,500,000  per  year  to  $7,000,000. 
The  use  of  child-welfare  funds  would  be 
authorized  for  purposes  of  returning  in¬ 
terstate  runaway  children  to  their  homes. 
Notwithstanding  the  good  that  is  in  the 
bill  there  are  some  changes  and  addi¬ 
tions  that  should  have  been  made,  but, 
unfortunately  a  gag  rule  prevented  any 
amendments  being  offered.  I  think  it 
was  wrong  to  bring  the  bill  before  the 
House  with  such  restriction  on  amend¬ 
ments. 

The  amendments  to  the  Social  Secu¬ 
rity  Act  which  this  bill  seeks  to  make 
effective  are  necessary  and  worth  while. 
While  they  may  not  cover  every  situa- 
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tion,  or  condition  that  needs  to  be  recti¬ 
fied,  yet,  they  do  go  a  long  way  in  mak¬ 
ing  improvements  to  our  social-security 
structure.  I  am  pleased  to  give  my  sup¬ 
port  to  the  bill,  and,  I  hope  that  it  will 
have  the  approval  of  the  House. 

(Mr.  WOLVERTON  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
15  minutes  to  the  gentleman  from  Wis¬ 
consin  [Mr.  Byrnes], 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  there  is  no  question  but  what 
the  easiest,  probably  the  most  popular 
position  to  take  on  this  particular  legis¬ 
lation  would  be  to  vote  right  down  the 
line  for  everything;  that  is  easy,  and  it 
probably  would  be  politically  popular  for 
a  number  of  reasons.  I  think  the  princi¬ 
pal  reason  is  that  in  this  bill  we  do,  in 
fact,  give  to  some  people  something  for 
nothing.  It  provides  for  benefits  that 
will  not  be  paid  for  by  this  generation; 
and,  of  course,  whenever  we  can  vote 
somebody  something  which  at  least  as 
far  as  their  conception  is  concerned  is 
something  for  nothing,  they  like  it,  and 
It  is  politically  popular. 

Much  has  been  said  in  the  debate  so 
far  about  the  benefits  involved,  and  some 
little  has  been  said  about  the  taxes  in¬ 
volved.  The  contention  is  constantly 
made  that  the  benefits  to  which  these 
people  become  entitled  under  the  bill  and 
under  the  present  law  are  benefits  which 
they  have  bought  and  paid  for.  Just  to 
be  honest  with  ourselves  and  honest  with 
the  record,  I  think  it  should  be  pointed 
out  that  none  of  the  benefits  people  are 
receiving  today  are  equivalent  to  what 
they  paid  for;  the  benefits  are  much  in 
excess  of  what  has  been  paid  or  is  being 
paid  in  taxes.  It  will  be  true  in  the  fu¬ 
ture,  it  will  be  true  until  that  time  comes 
when  the  pay-roll  taxes  and  the  taxes  on 
the  self-employed  will  be  equivalent  to  a 
rate  of  around  6V2  percent.  When  that 
time  comes  those  people  who  v/ill  be  pay¬ 
ing  that  rate  I  think  we  can  honestly  say 
will  be  paying  for  the  benefits  they  will 
receive. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  BYRNES  of  Wisconsin.  I  yield  to 
the  gentleman  from  Minnesota. 

Mr.  AUGUST  H.  ANDRESEN.  What 
is  the  position  of  the  self-employed  busi¬ 
nessman  who  goes  into  the  fund,  who 
pays  into  it  apparently  since  it  is  com¬ 
pulsory,  who  stays  in  business  as  long  as 
he  lives  and  pays  on  the  basis  of  $3,600 
for  20  years?  What  is  his  status?  Will 
his  estate  recover  anything  upon  his 
•-death? 

Mr.  BYRNES  of  Wisconsin.  His 
estate  does  not  recover  anything.  All 
persons  who  have  acquired  an  insurance 
status" will  receive  a  burial  allowance.  If 
he  leaves  a  survivor  that  survivor  will 
receive  benefits.  However,  in  that  in¬ 
stance,  probably  even  today  and  for  the 
next  20  years,  you  may  say  that  the  small 
amount  that  he  pays,  which  is  com¬ 
paratively  small  for  the  over-all  benefits 
of  retirement  and  survivor  benefits,  may 
be  worth  while.  He  probably  is  getting 
what  he  is  paying  for  because  he  is  pay¬ 
ing  at  a  very  low  rate.  He  is  not  paying 


at  the  insurance  actuarial  rate  and  he 
will  not  be  until  that  time  comes  when 
the  self-employed  individual  pays  at  the 
rate  of  4  y8  percent.  Then  there  will  be  a 
serious  question  as  to  whether  or  not  he 
is  paying  for  a  lot  of  things  that  he  will 
never  get  and  does  not  desire  to  have. 
We  must  remember  that  many  self-em¬ 
ployed  persons  do  not  intend  to  retire, 
they  do  not  intend  to  draw  retirement 
benefits,  and  they  will  not  draw  retire¬ 
ment  benefits.  It  is  their  purpose  to  con¬ 
tinue  drawing  an  income  from  their  self- 
employment;  therefore,  of  course,  some 
of  the  benefits  will  be  denied  them  be¬ 
cause  the  big  part  of  the  program  is  a 
retirement  program. 

If  the  gentleman  will  permit,  I  would 
like  to  proceed  with  the  thought  I  started 
out  with. 

Mr.  AUGUST  H.  ANDRESEN.  One 
more  question.  This  little  businessman 
does  not  volunteer  going  into  this.  He 
must  go  into  it  and  is  liable  for  the  tax 
whether  he  likes  it  or  not? 

Mr.  BYRNES  of  Wisconsin.  That  is 
absolutely  correct.  We  are  compelling 
him  to  contribute  a  certain  percentage 
of  his  income  to  this  so-called  insurance 
program  even  though  he  may  desire  to 
buy  some  other  kind  of  insurance  with  his 
funds.  The  Government,  however,  says 
to  these  self-employed  people,  “You  have 
no  alternative,  you  must  come  under  a 
Government  system.  You  must  con¬ 
tribute  this  given  percentage  of  your  in¬ 
come  in  order  to  be  covered  in  the  way 
we  think  you  must  be  covered.”  In  other 
words,  this  bill  takes  all  individual  judg¬ 
ment  and  control  over  his  individual  sav¬ 
ings  and  income  away  from  him  to  the 
extent  of  the  amount  represented  by  the 
social-security  tax. 

Let  me  go  back  and  continue  what  I 
think  the  Members  should  know,  what  I 
think  the  people  should  know,  particu¬ 
larly  the  younger  people,  with  regard  to 
the  system  and  with  regard  to  what  the 
future  holds  in  store  for  them  as  far  as 
the  system  is  concerned.  There  can  be 
no  question  whatever  but  what  persons 
in  this  system  now  in  advanced  years 
will  receive  very  sizable  bargains.  We 
are  giving  something  for  nothing  to 
them.  As  I  say,  that  probably  adds  con¬ 
siderably  to  the  political  expediency  and 
the  political  desirability  of  the  particu¬ 
lar  legislation  before  us. 

A  little  example  might  give  us  an  idea 
of  what  the  situation  is.  There  is  a  pos¬ 
sibility,  and  I  agree  that  it  is  an  extreme 
case,  that  a  person,  who  in  1940  was  65 
years  of  age  and  had  been  under  the  sys¬ 
tem  for  6  quarters,  earning  $50  a  quar¬ 
ter,  would  have  insured  status,  and  he 
could  retire  in  1940  after  $6  had  been 
paid  in.  He  would  have  paid  in  $3  and  his 
employer  would  have  paid  in  $3.  That 
*  would  have  been  the  total  cost  to  him 
and  his  employer  for  the  benefits  that  he 
would  receive.  He  would  receive  $10  per 
month;  in  other  words,  in  1  month’s  time 
he  would  receive  from  the  Government, 
in  a  Government  check,  more  than  he 
and  his  employer  had  contributed,  and 
he  would  continue  to  receive  that  $10 
per  month  until  he  died.  Under  the  new 
bill  this  same  individual  will  receive  $25 
per  month  and  would  have  contributed 


only  $6  to  the  program.  If  he  had  a  wife 
he  would  receive  in  benefit  checks  a  total 
of  $37.50  monthly. 

Mr.  WHITE  of  Idaho.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BYRNES  of  Wisconsin.  I  yield  to 
the  gentleman  from  Idaho. 

Mr.  WHITE  of  Idaho.  I  am  very  much 
interested  in  the  gentleman’s  presenta¬ 
tion.  What  becomes  of  the  man  that 
accumulates  a  big  fund,  credit,  and  then 
dies  without  collecting  anything?  What 
becomes  of  that  money? 

Mr.  BYRNES  of  Wisconsin.  If  he  has 
not  worked  long  enough  to  have  an  in¬ 
sured  status,  he  receives  nothing. 

Mr.  WHITE  of  Idaho.  The  Govern¬ 
ment  gets  that? 

Mr.  BYRNES  of  Wisconsin.  The  Gov¬ 
ernment  gets  that.  This  points  out 
some  of  the  inequities  that  are  bound 
to  arise  under  the  system  that  you  have, 
and  are  continuing  by  bill  H.  R.  6009. 
Just  take  this  person  who  is  in  for  a 
year  and  a  half.  He  gets  the  benefits 
just  enumerated  from  the  Government 
for  the  payment  of  $6.  But,  do  you  do 
anything  for  the  person  who  has  not 
been  in  long  enough  to  have  acquired 
insured  status?  No.  What  about  the 
old  person  who  today  is  over  65  years  of 
age  and  never  had  a  chance  to  work 
under  the  social-security  system?  Do 
you  give  him  any  payments?  Oh,  no. 
He  goes  on  a  needs  basis.  I  am  not  com¬ 
plaining  about  the  payments  being  made 
to  this  person  who  is  65  years  of  age  and 
who  is  receiving  or  will  receive  $25  per 
month;  I  am  not  complaining  about  that. 
But,  I  do  complain  when  you  try  to  make 
the  American  people  and  everybody  else 
feel  that  they  have  paid  for  what  they 
are  getting.  It  just  is  not  honest  and  it 
is  playing  politics  with  the  old  people 
of  this  country.  I  think  they  should  be 
taken  care  of,  and  I  have  no  grievance 
whatever  with  title  I  of  the  social-secu¬ 
rity  program,  with  the  old-age  assist- 
-  ance  program  as  outlined  in  the  bill.  It 
must  be  pointed  out,  however,  that  com¬ 
pared  with  the  benefits  provided  under 
title  II,  the  provisions  made  for  the  aged 
in  title  I  is  most  inadequate. 

What  I  want  to  do,  however,  is  to  call 
attention  of  the  committee  to  the  fact 
that  we  are  developing  a  system  which 
we  call  insurance,  but  which  is  fictitious 
insurance.  Let  us  look  at  the  situation 
of  the  old  people  who  did  save  and 
thought  they  had  accumulated  enough 
for  their  old  age,  and  then  the  war  and 
the  inflation  came  along  and  wiped  out 
those  savings  which  they,  by  their  fru¬ 
gality,  thought  would  take  care  of  them 
in  their  old  age.  I  think  the  Govern¬ 
ment  has  a  definite  responsibility  to 
those  people,  but  I  think  they  are  just 
as  much  entitled  to  Government  assist¬ 
ance  £?s  the  person  who  qualifies  under 
this  so-called  insurance  program. 

Mr.  WHITE  of  Idaho.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BYRNES  of  Wisconsin.  I  yield. 

Mr.  WHITE  of  Idaho.  The  gentle¬ 
man  speaks  of  giving  something  for 
nothing.  We  are  giving  the  veterans  of 
the  Spanish-American  War  $90  a  month. 
How  do  they  happen  to  get  that?  What 
entitles  them  to  $90  a  month? 
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Mr.  BYRNES  of  Wisconsin.  I  think 
the  veteran  situation  is  entirely  different 
from  the  situation  here  confronting  us. 
In  the  case  of  the  veteran  we  are  trying 
to  repay  them  in  some  small  part  for 
some  of  the  sacrifices  they  made  for  us. 

Mr.  WHITE  of  Idaho.  What  about  the 
man  who  builds  the  country?  What 
about  the  man  who  puts  in  a  lifetime  of 
industry?  Is  he  not  entitled  to  some¬ 
thing,  as  well  as  the  man  who  defends 
what  the  other  man  put  in  a  lifetime 
building?  When  a  boy  gets  to  be  21  years 
of  age  in  this  country  he  inherits  citizen¬ 
ship,  he  inherits  a  birthright,  he  inherits 
the  thing  the  generations  ahead  have 
given  him.  Is  he  not  entitled  to  support 
in  their  declining  years  the  people  who 
have  given  him  all  this  heritage? 

Mr.  BYRNES  of  Wisconsin.  I  am  not 
going  to  get  into  a  discussion  today  on 
the  matter  of  veterans’  pensions.  I  think 
the  question  we  have  before  us  is  com¬ 
plicated  enough  in  and  of  itself. 

May  I  point  out  another  example  of 
what  takes  place  today.  Assume  a  per¬ 
son  working  in  covered  employment  for 
3  years  at  $3,000  a  year.  He  and  his  em¬ 
ployer  will  have  paid  in  $180.  He  will 
have  paid  in  $90  and  the  employer  will 
have  paid  in  $90.  His  benefits  under  the 
present  law  would  be  $41.20  per  month, 
and  he  would  get  that  until  he  died.  A 
$180  premium  does  not  pay  for  a  $41  per 
month  annuity.  Under  the  bill  and  with¬ 
out  any  further  contributions  on  his  part, 
he  will  be  paid  $61.  If  he  has  a  wife 
he  will  be  paid  $92  a  month. 

Again  I  say,  I  am  not  criticizing  the 
increase  in  benefits.  I  think  it  is  sound 
to  increase  the  benefits  of  the  older  peo¬ 
ple,  but  I  do  call  your  attention  very 
specifically  to  the  fact  that  this  idea 
that  the  program  is  actuarially  sound  is 
absolutely  untrue.  Any  contention  that 
the  people  today  and  the  people  from 
now  until  1970  are  paying  for  what  they 
are  going  to  get  by  way  of  benefits  is 
absolutely  an  untruth,  because  until  the 
tax  becomes  in  the  neighborhood  of  6 
percent  you  cannot  say  the  people  have 
paid  for  it. 

There  are  two  principal  things  I  find 
make  this  bill,  as  it  comes  before  us,  ob¬ 
jectionable.  I  think  we  are  going  into 
two  fields  which  give  me  considerable 
concern  and  which  I  seriously  question 
the  advisability  of  going  into.  One  is 
the  self-employed  field,  and  the  second 
is  the  field  of  total  and  permanent  dis¬ 
ability. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  has  expired. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
five  additional  minutes  to  the  gentleman 
from  Wisconsin. 

Mr.  BYRNES  of  Wisconsin.  I  thank 
the  gentleman,  and  I  thank  the  members 
of  the  committee.  I  do  not  want  to  be¬ 
labor  the  subject  and  lengthen  this  de¬ 
bate.  I  do  not  suppose  there  is  very 
much  to  be  gained  by  debating  the  leg¬ 
islation.  It  is  going  to  be  a  matter  of 
swallow  it  all  or  not  take  any  of  it,  so 
there  is  not  very  much  that  I  can  gain,  I 
suppose,  "by  going  into  some  of  the  de- 
tials,  except  that  I  do  think  we  should 
know  and  have  some  understanding  of 
exactly  what  we  are  getting  into. 


I  have  no  objection,  in  fact,  I  figure  it 
is  a  most  sound  proposition  to  have  a 
program  like  that  outlined  in  the  origi¬ 
nal  social-security  bill,  and  even  like  that 
outlined  in  the  bill  H.  R.  6000,  for  the  em¬ 
ployed  people,  those  who  are  outside  the 
category  of  the  self-employed.  When 
this  system  was  instituted  it  was  based 
on  the  following  principles:  Employees, 
when  they  get  to  be  65,  do  not  have  com¬ 
plete  control  over  whether  they  are  going 
to  continue  working  or  not.  They  are 
not  in  the  same  position  as  a  self-em¬ 
ployed  person  who  can,  of  his  own  accord, 
decide  whether  or  not  he  is  going  to  con¬ 
tinue  working. 

We  must  recognize  that  employers 
quite  generally  release  workers  at  65. 
In  many  instances  these  employees  are 
not  able  to  provide  for  their  future  at 
that  time.  I  think  it  is  a  proper  charge 
upon  industry  and  a  proper  charge  upon 
the  products  of  industry  to  provide  some 
program  for  the  care  of  workers  in  their 
old  age. 

But  now  we  are  going  into  an  entirely 
new  field,  the  field  of  the  self-employed. 
The  self-employed  has  control  over 
whether  he  is  going  to  continue  working 
or  not.  Many  self-employed  people  do 
not  retire.  Mark  you  this — you  get  no 
retirement  benefits  under  this  program 
just  because  you  reach  the  age  of  65. 
You  must  retire.  You  must  have  an  in¬ 
come  of  less  than  $600  a  year  from  self- 
employment.  If  you  make  $600  a  year 
from  self-employment,  you  receive  no  re¬ 
tirement  benefits.  So  let  us  remember 
that  fact.  And  yet  you  are  imposing  this 
system,  by  compulsion,  upon  self-em¬ 
ployed  people,  many  of  whom  have  no  de¬ 
sire  to  retire. 

Take  the  case  of  the  corner  grocer.  He 
probably  owns  his  store — it  is  not  his  in¬ 
tention  to  retire  when  he  reaches  65; 
he  probably  intends  to  take  things  a  lit¬ 
tle  easier  after  that  age,  but  he  does  not 
intend  to  drop  the  business  completely. 
Yet  that  is  what  he  would  have  to  do  in 
order  to  receive  benefits  under  the  pro¬ 
gram  and  to  get  something  back  out  of 
what  he  has  contributed  by  the  way  of 
taxes.  I  say  it  is  a  dangerous  thing  to 
force  a  system  on  those  people  whether 
they  like  it  or  not  and  whether  it  is 
needed  or  not. 

Mr.  FORAND.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BYRNES  of  Wisconsin.  I  yield. 

Mr.  FORAND.  I  trust  my  good  friend 
is  not  trying  to  leave  the  impression  that 
because  as  he  says  self-employed  people 
do  not  retire  they  would  not  be  eligible 
for  benefits  under  this  bill,  because 
whether  or  not  they  retire  before  age  65 
or  at  age  65  no  one  can  foretell  when 
they  are  going  to  die,  and  when  they  do 
die,  survivors’  insurance  benefits  are  pay¬ 
able  because  of  the  amount  of  money 
they  have  contributed  to  the  system. 

Mr.  BYRNES  of  Wisconsin.  That  is 
true,  but  the  gentleman  will  admit,  too, 
that  the  cost  of  that  part  of  the  pro¬ 
gram  is  a  smaller  part  of  what  you  are 
really  paying  for  by  your  so-called  pre¬ 
mium.  The  big  benefit  that  is  antici¬ 
pated  and  the  big  cost  to  the  Government 
which  is  anticipated  is  the  cost  of  re¬ 
tirement  benefits.  The  gentleman  will 
admit  that,  I  am  sure. 


Mr.  FORAND.  But  the  fact  still  re¬ 
mains  that  survivors’  benefits  would  help 
take  care  of  the  wife  and  children. 

Mr.  BYRNES  of  Wisconsin.  There  are 
some  benefits;  yes. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BYRNES  of  Wisconsin.  I  yield. 

Mr.  MILLS.  The  gentleman  from 
Wisconsin  has  made  a  very  fine  state¬ 
ment,  but  would  the  gentleman  from 
Wisconsin  agree  that  the  objection  which 
he  finds  to  H.  R.  6000  with  respect  to  the 
self-employed  is  equally  true  of  the  mo¬ 
tion  to  recommit? 

Mr.  BYRNES  of  Wisconsin.  Yes,  yes; 

I  shall  vote  for  the  motion  to  recommit 
only  because  it  does  eliminate  one  of  the 
very  dangerous  features  contained  in 
H.  R.  6000.  It  does  eliminate  the  per¬ 
manent  and  total  disability  insurance 
but  it  still  includes  the  self-employed. 
For  that  reason  I  shall  vote  for  the  mo¬ 
tion  to  recommit  and  if  that  motion  pre¬ 
vails,  I  shall  vote  against  the  bill  on  final 
passage. 

Mr.  MILLS.  I  know  the  gentleman 
is  sincere,  and  I  know  the  gentleman 
would  tell  us  exactly  the  position  he 
would  take,  and  I  know  that  he  would 
oppose  H.  R.  6297  on  final  passage. 

Mr.  BYRNES  of  Wisconsin.  Yes,  in¬ 
deed. 

The  thing  that  is  more  important  than 
anything  else  is  to  try  to  answer  this 
question,  and  I  think  it  is  a  question  that 
we  should  all  ask  ourselves:  Would  we 
vote  for  this  bill  today  if  it  carried  with 
it  6V2  percent  pay-roll  tax,  which  is  nec¬ 
essary  to  pay  actually  for  the  benefits 
going  to  be  granted  by  it.  If  we  are  not 
willing  to  do  that,  if  we  are  not  willing  ' 
to  impose  that  tax,  which  is  necessary 
to  pay  for  these  benefits,  on  ourselves 
and  the  present  generation,  how  can  we 
vote  to  place  it  on  the  next  generation? 
Yet  that  is  just  what  we  will  be  doing  in 
voting  for  this  bill.  We  will  be  saying 
that  we  will  charge  this  generation  only 
1  or  2  or  3  percent,  but  the  next  genera¬ 
tion — and  there  will  be  no  backing  out 
of  it — this  is  not  something  that  you  go 
into  one  day  and  back  out  the  next — 
we  will  tax  at  the  rate  of  6V2  percent. 
By  voting  for  this  bill  you  are  voting 
taxes  of  at  least  6V2  percent  on  the  next 
generation.  That  is  one  thing  I  have  to 
consider.  As  I  said  in  the  beginning,  it 
would  be  the  easiest  thing  in  the  world 
to  vote  for  this  bill,  because  you  are 
giving  the  beneficiaries  who  are  now  on 
the  rolls  and  who  will  go  on  the  rolls 
within  the  next  20  or  25  years  something 
for  nothing;  but  you  are  not  giving  some¬ 
thing  for  nothing  to  future  generations. 
Those  future  generations  will  pay  for 
what  you  are  giving  away  today  for 
nothing.  I  just  do  not  believe  it  is  hon¬ 
est  or  sound  to  burden  my  children  or 
your  children  on  that  basis.  Remember 
we  give  them  no  voice  whatever  in  what 
we  are  committing  them  to. 

Mr.  HALE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BYRNES  of  Wisconsin.  I  yield. 

Mr.  HALE.  I  would  like  to  compliment 
the  gentleman  for  what  I  think  is  an 
extraordinarily  lucid  and  enlightening 
statement.  I  wonder  if  he  can  help  me 
in  a  matter  which  has  been  presented  to 
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me  by  many  of  my  constituents.  That 
is  on  the  question  of  the  definition  of 
“employee,”  particularly  lumber  and 
paper  companies.  Am  I  right  in  my  un¬ 
derstanding  that  a  man  may  be  an  em¬ 
ployee  within  the  definition  of  this  legis¬ 
lation  and  at  the  same  time  not  be  an 
employee  within  the  definition  of  the 
wage-hour  law? 

Mr.  BYRNES  of  Wisconsin.  Oh,  that 
is  very  true.  You  will  have  some  people 
who  will  be  considered  employees  under 
the  social-security  system  who  are  not 
employees  under  other  programs. 

Mr.  HALE.  Is  that  not  going  to  raise 
almost  infinite  difficulty? 

Mr.  BYRNES  of  Wisconsin.  I  think 
very  definitely  so.  I  think  that  what  will 
eventually  happen  is  that  the  broadened 
definition  used  in  social  security  will  be 
extended  into  those  other  fields.  You 
will  have  confusion  for  a  short  time,  but 
eventually  pressure  will  be  exerted  to 
make  the  other  laws  comply  with  the 
definition  under  social  security. 

Mr.  HALE.  If  you  extend  this  defini¬ 
tion  of  employment,  are  you  not  going  to 
get  yourself  into  the  position  where 
sooner  or  later,  you  are  ging  to  have  the 
ordinary  tort  liability  for  negligence  as 
the  negligence  of  an  independent  con¬ 
tractor? 

Mr.  BYRNES  of  Wisconsin.  I  am 
afraid  I  cannot  answer  that  question. 
Certainly  confusion  is  going  to  result. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  [Mr.  Byrnes! 
has  again  expired. 

Mr.  MILLS.  Mr.  Chairman,  I  yield  15 
minutes  to  the  gentleman  from  Pennsyl¬ 
vania  [Mr.  Eberharter]. 

Mr.  EBERHARTER.  Mr.  Chairman,  I 
was  very  much  pleased  when  the  gentle¬ 
man  from  Wisconsin  [Mr.  Byrnes]  was 
so  frank  and  sincere  in  his  answer  to  the 
question  asked  by  the  gentleman  from 
Arkansas  with  respect  to  his  position  in¬ 
sofar  as  social-security  extension  is  con¬ 
cerned.  He  is  definitely  opposed,  as  I  un¬ 
derstand  it,  to  any  change  in  the  pres¬ 
ent  law. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  EBERHARTER.  Yes;  I  yield. 

Mr.  BYRNES  of  Wisconsin.  I  would 
not  oppose  legislation  which  was  limited 
to  an  increase  of  benefits,  and  limiting 
coverage  to  employees. 

Mr.  EBERHARTER.  The  gentleman 
would  not  extend  the  coverage  to  any 
additional  people. 

Mr.  BYRNES  of  Wisconsin.  Only  to 
bona  fide  employees. 

Mr.  EBERHARTER.  The  gentleman 
would  have  the  tax  load  remain  the  same 
and  the  other  conditions;  in  fact,  the 
gentleman  is  not  in  favor  of  the  improve¬ 
ment  of  the  Social  Security  Act. 

Mr.  BYRNES  of  Wisconsin.  The  gen¬ 
tleman  is  not  fair  when  he  attributes 
such  a  philosophy  to  me. 

Mr.  EBERHARTER.  It  sort  of  empha¬ 
sizes  to  me  what  has  been  going  on  here 
in  the  last  2  days.  I  have  listened  to 
practically  all  the  speeches  made  by  the 
members  of  the  minority,  and  I  do  not 
find  any  one  of  them  saying  “I  am  very 
strongly  in  favor  of  the  Kean  bill,”  which 
is  going  to  be  embodied  in  the  motion  to 


recommit.  All  the  speeches  I  have  heard 
from  the  minority  in  the  last  2  days  have 
been  speeches  in  opposition  to  the  pro¬ 
posals  contained  in  this  bill  that  was  re¬ 
ported  by  the  Committee  on  Ways  and 
Means,  by  the  majority  members. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gentleman  yield  for  a  question? 

Mr.  EBERHARTER.  I  am  glad  to 
yield;  certainly. 

Mr.  CURTIS.  Is  there  anything  in  the 
Kean  bill  to  which  the  gentleman  is 
opposed? 

Mr.  EBERHARTER.  Oh,  definitely;  I 
am  opposed  to  practically  everything 
contained  in  the  Kean  bill  that  differs 
from  the  bill  H.  R.  6000. 

Mr.  CURTIS.  Mention  just  one  pro¬ 
vision,  for  instance. 

Mr.  EBERHARTER.  There  are  nine 
such  differences  between  the  two  bills, 
which  I  shall  explain  in  a  few  minutes. 

REPUBLICAN  RECORD  OP  OPPOSITION  TO  SOCIAL 
SECURITY 

Mr.  Chairman,  on  page  158  of  the  com¬ 
mittee  report  the  minority  lists  nine 
recommendations  as  to  how  H.  R.  6000 
should  be  changed.  These  points  are  all 
incorporated  in  Mr.  Kean’s  bill,  H.  R. 
6297.  I  shall  now  point  out  why  the 
Ways  and  Means  Committee  took  the 
action  that  it  did,  but  before  doing  this 
let  us  look  at  the  record  of  the  Republi¬ 
can  Party  in  the  past  a?  to  social  security. 

From  the  very  beginning  of  considera¬ 
tion  of  social-security  legislation,  the 
Republicans  have  been  opposed,  either 
openly  or  somewhat  surreptitiously.  In 
regard  to  the  original  1935  Social  Secu¬ 
rity  bill,  the  entire  Republican  member¬ 
ship  of  the  Ways  and  Means  Committee 
protested  that  the  insurance  titles  were 
unconstitutional,  and  one  of  the  Repub¬ 
lican  Members  stated  that  the  pay-roll 
taxes  required  to  support  the  benefits 
would  be  bad  economically  for  the 
Nation.  The  Republican  platform  of 
1936  maintained  this  opposition,  and 
their  Presidential  candidate  ran  a  cam¬ 
paign  .emphasizing  only  the  empolyee 
contributions,  and  misleadingly  omitted 
any  reference  to  the  benefits  that  would 
be  paid,  or  the  taxes  employers  would  pay 
for  the  benefit  of  the  workers. 

By  1940,  however,  the  Republican 
Party  changed  its  spots  and  half  heart- 
edly  favored  extension  of  the  program. 
In  1944  there  was  further  expressed 
enthusiam,  but  when  the  Republicans 
assumed  control  of  Congress  in  1946,  this 
enthusiasm  was  quietly  ditched  until  it 
was  dusted  off  again  for  the  1948  cam¬ 
paign.  During  the  Republican  control 
of  the  Eightieth  Congress  it  was  note¬ 
worthy  that  the  only  legislation  passed 
in  regard  to  the  insurance  program  was 
of  a  negative  character  taking  away 
coverage  from  thousands  of  persons  for 
whom  coverage  would  be  restored  by  the 
bill  now  under  consideration.  This  was 
the  so-called  Gearhart  resolution  whiclr 
was  passed  over  the  veto  of  President 
Truman. 

But  let  us  turn  now  to  the  specific  pro¬ 
posals  of  the  minority.  Let  us  give  them 
the  benefit  of  the  very  great  doubt  and 
assume  that  these  proposals  are  made  in 
good  faith  and  sincerity. 


WHAT  IS  WRONG  WITH  THE  RECOMMENDATIONS 
OF  THE  MINORITY  ON  H.  R.  6000 

First.  The  minority  recommends  that 
the  $3,000  per  year  maximum  on  the 
amount  that  can  be  credited  toward 
benefits  be  retained  rather  than  raised 
to  $3,600  as  in  H.  R.  6000.  The  $3,000 
maximum  was  established  in  1935  and 
has  not  been  changed  since  that  time 
despite  the  fact  that  wage  rates  and  cost 
of  living  have  almost  doubled  over  the 
past  decade.  Accordingly,  a  mere  20  per¬ 
cent  increase  in  the  maximum-wage 
base  is  most  conservative,  and  it  could 
be  well  argued  that  the  wage  base  should 
be  raised  to  $4,200  as  the  Senate  Finance 
Committee  Advisory  Council  recom¬ 
mended  last  year,  or  even  to  $4,800. 

Second.  The  minority  recommends 
eliminating  completely  the  increment  in 
the  benefit  formula  which  increases  bene¬ 
fits  according  to  the  number  of  years  that 
the  individual  has  contributed.  Equity 
requires  the  rewarding  of  continuing  con¬ 
tributions  by  giving  higher  benefits  so 
that  long-time  contributors  with  high 
average  wages  will  get  full  value  for  their 
contributions.  Accordingly,  it  is  neces¬ 
sary  to  retain  the  increment  in  some 
form. 

Third.  The  minority  recommends  using 
an  average  monthly  wage  based  on  the 
highest  10  consecutive  years  of  coverage 
rather  than  on  all  years  of  coverage  as 
in  the  bill.  Admittedly  this  recommenda¬ 
tion  is  more  liberal  and  would  produce 
larger  benefits,  but  it  should  be  noted 
that  it  is  made  only  in  conjunction  with 
the  previous  two  recommendations  which 
would  reduce  benefits.  The  committee 
considered  very  seriously  using  an  average 
wage  based  on  the  highest  10  consecutive 
years  of  coverage.  However,  the  addi¬ 
tional  cost  involved  precluded  its  adop¬ 
tion  at  this  time,  since  it  was  felt  that 
the  moneys  available  could  be  used  to 
better  advantage  for  other  benefit 
changes.  This  only  goes  to  indicate  that 
the  committee  has  adopted  a  sound  and 
conservative  policy  in  regard  to  the 
financing  of  the  system  and  has  not  re¬ 
ported  a  bill  with  benefits  far  more  ex¬ 
pensive  than  the  financing  of  the  pro¬ 
gram  could  bear. 

Fourth.  The  minority  recommends  that 
the  thorough  and  complete  definition  of 
“employee”  be  restricted  by  eliminating 
the  fourth  paragraph  in  the  definition. 
This  additional  test  based  on  general 
principles  rather  than  on  occupational 
labels  is  needed  to  assure  equal  treat¬ 
ment  for  individuals  who  are  in  sub¬ 
stantially  the  same  service  relationship. 
The  minority  claims  that  a  large  number 
of  persons  will  have  no  way  of  knowing 
whether  they  have  coverage  until  the 
Treasury  makes  a  determination.  In  re¬ 
buttal  of  this  let  me  state  that  the  factors 
are  explained- in  lay  rather  than  in  legal 
language  and  will  be  clearly  understand¬ 
able  to  everybody.  We  have  gone  to  great 
length  in  the  committee  report  to  show 
clearly  the  intention  of  Congress  as  to  the 
meaning  of  this  paragraph  and  have  indi¬ 
cated  both  in  general  terms  and  in  ex¬ 
amples  the  way  in  which  this  definition 
would  work  out.  The  intent  of  Congress 
is  clearly  stated,  and  I  am  confident  that 
there  will  not  be  any  excess  exercise  cf 
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discretion  by  the  administrating  agen¬ 
cies.  These  agencies  are  directed  both  by 
the  actual  terms  of  the  definition  in  the 
law  and  by  congressional  statement  of 
intent  in  the  committee  report  to  guar¬ 
antee  they  will  reach  results  not  in  viola¬ 
tion  of  common  sense. 

Fifth.  The  minority  recommends  great¬ 
er  coverage  for  household  workers  in  that 
those  who  are  less  regularly  employed 
would  be  included.  In  my  opinion  this 
is  a  good  recommendation  over  the  long 
range,  but  when  we  are  first  embarking 
on  a  program  of  covering  domestic  serv¬ 
ants  we  should,  for  administrative  rea¬ 
sons,  cover  only  those  whom  we  are  ab¬ 
solutely  certain  can  be  successfully 
reached.  In  my  own  opinion,  if  this 
program  is  administratively  successful  in 
its  limited,  form,  as  I  am  confident  it  will 
be,  then  later  we  can  consider  broadening 
the  coverage  in  this  field.  At  that  time 
perhaps  it  will  be  feasible  to  adopt  the 
recommendations  of  the  minority,  or  go 
even  further  in  the  coverage  of  domestic 
servants. 

Sixth.  The  minority  recommends  that 
teachers,  firemen,  and  policemen  with 
their  own  pension  systems  should  have 
no  opportunity  of  being  covered  by  the 
old-age  and  survivors  insurance  system. 
Many  of  these  groups  feel  that  they  have 
adequate  jTans  already  and  are  afraid 
that  such  plans  might  be  abolished  if  the 
State  or  local  government  would  bring 
them  into  social  security.  However, 
H.  R.  6000  does  include  adequate  safe¬ 
guards  against  any  occurrences  like  this, 
because  it  provides  that  before  the  State 
or  local  government  can  obtain  social- 
security  coverage  for  employees  already 
in  a  retirement  system,  two-thirds  of 
those  employees  must  vote  in  favor  of 
this.  Under  the  minority  recommenda¬ 
tion  there  woulf  be  sort  of  a  dog-in-the- 
manger  attitude  because  there  are,  no 
doubt,  some  in  existing  retirement  sys¬ 
tems  who  would  like  to  have  social- 
security  coverage  as  well,  just  as  em¬ 
ployees  in  many  private  industries  have 
both  social  security  and  their  own  pri¬ 
vate  pension  plans.  However,  the  mi¬ 
nority  recommendation  would  prohibit 
any  such  possibility.  Certainly  in  a 
democratic  society  such  as  ours  the  indi¬ 
viduals  concerned  should  have  the  right 
to  vote  in  these  cases,  whether  or  not 
they  wish  to  participate  in  the  social- 
security  program.  Even  if  most  of  those 
in  retirement  systems  do  not  want  to 
participate,  this  should  not  prevent  any 
of  the  remainder  from  so  doing. 

Seventh.  The  minority  recommends 
that  Puerto  Rico  and  the  Virgin  Islands 
should  not  be  included  in  the  old-age 
and  survivors  insurance  system,  but 
rather  they  should  have  an  independent 
system. 

The  minority  states  that  as  a  reason 
for  this  recommendation  the  benefits 
would  be  too  high  in  these  possessions 
in  relation  to  earnings  and  standards  of 
living,  and  that,  therefore,  it  will  involve 
an  undue  drain  on  the  trust  fund.  I 
feel  these  two  possessions  should  be 
brought  into  the  social-security  system 
because  their  citizens  are  citizens  of  the 
United  States  and  their  economies  are 
quite  closely  integrated  and  interwoven 
with  that  here  on  the  continent.  Al¬ 


though  their  earnings  are  somewhat 
lower  than  the  average  on  the  continent, 
nevertheless,  earnings  are  not  uniform 
within  the  48  States,  and  there  never 
has  been  any  talk  about  not  having  social 
security  apply  to  the  lowest  wage  areas 
of  the  48  States.  The  Committee  on 
Ways  and  Means  very  carefully  con¬ 
sidered  this  subject  and  found  that  the 
benefits  provided  would  not  be  unduly 
large  in  relation  to  the  cost  of  living,  and 
that  the  financial  and  actuarial  basis  of 
the  system  would  not  be  endangered. 
Moreover,  if  the  insurance  system  is  not 
extended,  there  will  be  larger  Federal 
outlay  for  old-age  assistance,  and  the 
minority  does  concur  in  that  it  should 
apply  to  these  possessions.  A  separate 
system  for  these  possessions  would  be  ad¬ 
ministratively  expensive  in  cost  and 
would  leave  unsolved  many  problems 
arising  from  the  steady  migration  be¬ 
tween  the  mainland  and  these  islands. 

Eighth.  The  minority  recommends 
that  the  lump-sum  death  payment 
should  not  be  made  available  in  the  case 
of  all  insured  deaths,  but  rather  be  con¬ 
tinued  as  at  present  when  it  is  made  only 
for  those  families  where  no  immediate 
monthly  benefits  are  available.  There 
are  many  anomalies  in  the  present  provi¬ 
sions.  The  cost  of  extending  this  small 
amount  of  burial  insurance  which  aver¬ 
ages  perhaps  about  $150  is  relatively 
small.  In  answer  to  the  arguments  that 
the  Federal  Government  is  encroaching 
in  the  private  life-insurance  field,  it  may 
be  said  that  many  of  the  lower-income 
families  do  not  have  any  insurance  any¬ 
way,  and  that  this  small  amount  uni¬ 
formly  available  will  not  hurt  the  insur¬ 
ance  business,  but  perhaps  might  make 
the  covered  persons  more  insurance- 
minded.  This  lump-sum  death  payment 
is  intended,  and  certainly  it  should 
therefore  be,  to  assist  in  providing  for 
the  unusual  expenses  that  every  family 
has  to  meet  at  time  of  death,  available 
for  all  insured  persons. 

Ninth.  The  minority  recommends 
elimination  of  the  provision  for  total  and 
permanent  disability  benefits  under  the 
insurance  program,  although  it  does  rec¬ 
ommend  that  these  payments  be  made  on 
a  needs  basis  under  the  public- assist¬ 
ance  provisions  as  is  provided  in  H.  R. 
6000.  The  Ways  and  Means  Committee 
believes  that  the  insurance  approach  is 
much  more  preferable  than  the  assist¬ 
ance  approach,  and  accordingly  strongly 
recommends  that  insurance  benefits  be 
paid  to  the  worker  who  must  leave  the 
labor  market  because  he  is  disabled  be¬ 
fore  age  65.  Of  course,  the  public-as¬ 
sistance  provision  is  still  necessary  to 
take  care  of  those  who  are  not  under  the 
insurance  program. 

The  minority  claims  that  this  disabil¬ 
ity-insurance  program  will  be  tremen¬ 
dously  costly  and  cannot  be  administered 
successfully,  but  I  do  not  believe  that 
this  has  any  factual  basis  because  similar 
programs  are  being  administered  suc¬ 
cessfully  in  this  country  by  the  civil- 
service  retirement  system,  by  the  rail¬ 
road  retirement  system,  and  under  the 
life-insurance  programs  of  the  Veterans’ 
Administration. 

The  disability-benefit  provisions  in 
H.  R.  6000  have  been  written  on  a  very 


modest  and  conservative  basis  with  all 
possible  safeguards  so  that  there  is  no 
reason  why  the  program  will  not  be  ad¬ 
ministratively  successful.  The  workers 
of  this  country  need  protection  against 
disability,  and  they  need  protection  on  a 
dignified  basis  of  insurance — not  on  any 
charity  basis  if  this  can  possible  be 
avoided.  We  cannot  continue  to  leave 
the  workers  of  this  country  without  any 
protection  against  the  economic  hazard 
of  disability  against  which  it  is  virtually 
impossible  for  them  to  protect  them¬ 
selves  through  individual  savings  or  in¬ 
surance. 

In  summary,  I  have  shown  why  the 
nine  recommendations  of  the  minority 
were  not  adopted  by  the  committee. 
Most  of  them  would  deprive  the  workers 
of  this  country  of  social  security.  A  few 
of  them,  it  is  true,  would' make  more 
liberal  protection  available,  but  I  have 
indicated  why  these  changes,  though  de¬ 
sirable  in  the  long  run,  are  not  practica¬ 
ble  at  the  moment.  At  the  same  time  let 
me  again  point  out  that  the  Ways  and 
Means  Committee  has  considered  both 
sides  of  the  coin,  namely,  the  benefits 
and  the  contributions.  We  have  not  pro¬ 
vided  as  liberal  benefits  as  probably 
would  be  desirable,  because  of  the  neces¬ 
sity  of  setting  the  system  up  on  a  sound 
financial  basis,  whereby  the  contribu¬ 
tions  provided  will  definitely  meet  the 
obligations  for  benefits.  As  experience 
develops,  and  after  we  study  the  matter 
more,  it  may  be  possible  to  make  further 
extensions  and  liberalizations  of  the  pro¬ 
gram,  but  certainly  at  this  time  H.  R. 
6000  represents  a  tremendous  step  for¬ 
ward  toward  providing  social-security 
protection  for  the  workers  of  this  coun¬ 
try. 

Mr.  CURTIS.  The  gentleman  is  refer¬ 
ring  to  things  that  are  not  in  the  Kean 
bill.  I  mean  things  that  are  in  the  bill. 

Mr.  EBERHARTER.  I  am  opposed,  of 
course,  to  retaining  the  $3,000  base.  I 
am  opposed  in  this  bill  to  the  formula 
which  would  use  10  years’  consecutive 
highest  wages  as  the  base. 

Mr.  CURTIS.  Would  not  that  be  of 
benefit  to  the  workers? 

Mr.  EBERHARTER.  It  might  be  of 
benefit  to  the  workers,  but  not  in  rela¬ 
tion  to  the  amount  of  taxation  it  will  be 
necessary  to  impose  on  business  and  the 
employer  both  in  order  to  carry  that. 
There  are  other  inequities. 

Mr.  CURTIS.  Would  not  the  Kean 
bill  protect  more  domestic  workers? 

Mr.  EBERHARTER.  It  might  protect 
more  domestic  workers  to  some  extent, 
but  then,  as  we  have  done  in  previous 
years,  in  starting  on  a  new  program  we 
always  begin  in  a  conservative  manner. 
When  we  first  passed  the  Social  Security 
Act,  we  left  out  farmers,  farm  labor,  do¬ 
mestics,  and  many  other  categories,  be¬ 
cause  we  did  not  know  whether  it  could 
be  properly  administered.  We  are  start¬ 
ing  out  to  take  in  the  domestic  help  on  a 
rather  conservative  basis,  on  a  basis  that 
we  think  can  be  administered  fairly  and 
practically  at  the  present  time.  If  after 
we  have  had  some  experience  we  find 
we  can  Include  more  of  these  so-called 
casual  domestic  workers,  we  want  to  do 
that.  The  bill  as  written,  however,  will 
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not  take  care  of  migratory  workers  and 
a  lot  of  casual  workers,  because  we  find 
it  will  be  too  difficult  to  do;  so  we  are 
proceeding  in  a  manner  to  insure  that 
the  system  is  sound  and  can  be  admin¬ 
istered  properly. 

Mr.  CURTIS.  The  gentleman  is  not 
opposed  to  any  benefits  contained  in  the 
Kean  bill,  is  he? 

Mr.  EBERHARTER.  I  am  not  op¬ 
posed  to  increasing  the  benefits.  The 
bill  which  the  committee  reported  out  in¬ 
creased  the  benefits,  practically  doubled 
them,  for  those  who  are  retired  in  the 
future,  and  increases  the  benefits  to 
those  who  have  already  retired  about  70 
percent  on  the  average. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  EBERHARTER.  I  yield  to  the 
gentleman  gladly. 

Mr.  MILLS.  Is  not  the  gentleman 
actually  opposed  to  the  Kean  substitute 
because  the  Kean  substitute  proposes 
lower  benefits  to  those  who  will  be  cov¬ 
ered  under  the  program?  The  gentle¬ 
man  from  New  Jersey  has  said  that  his 
bill  would  cost  less  money  than  the  com¬ 
mittee  bill.  It  can  cost  less  money  only 
because  the  benefits  to  the  recipients  will 
be  less. 

Mr.  EBERHARTER.  That  is  abso¬ 
lutely  correct.  I  am  glad  the  gentleman 
brought  that  to  the  attention  of  the 
Members. 

The  gentleman  from  Wisconsin  made 
the  statement  here  that  this  is  not  a 
sound  program.  I  attended  practically 
every  hearing  that  was  held  on  this  bill 
since  February  26.  I  did  not  hear  testi¬ 
mony  from  any  insurance  expert,  by  any 
actuary,  or  any  statement  by  the  experts 
that  were  employed  by  the  committee  to 
the  effect  this  would  not  be  a  sound 
financial  system.  All  the  insurance  ex¬ 
ecutives  were  in  favor  of  a  social-security 
system.  There  were  some  who  did  not 
like  parts  of  it.  They  did  not  like  the 
increase  in  the  base  to  $3,600.  They 
wanted  it  to  remain  at  $3,000.  Of  course, 
they  are  afraid,  perhaps,  they  will  not  be 
able  to  sell  as  much  life  insurance  if  we 
increase  the  base  to  $3,600. 

The  gentleman  from  Wisconsin  also 
cited  some  extreme  cases  where  certain 
people  would  perhaps  get  a  very  large 
benefit  by  the  payment  of  a  very  small 
sum  of  money.  Of  course,  that  is  in¬ 
herent  in  any  insurance  systein  that  has 
ever  been  devised.  Sometimes'a  person 
carries  fire  insurance  for  many,  many 
years  and  he  never  has  a  fire.  He  gets 
no  benefits  except  what  might  be  called 
protection.  Many  times  a  person  will 
pay  one  premium  on  life  insurance  and 
his  estate  gets  the  full  principal  amount. 
Those  things  are  inherent  in  any  insur¬ 
ance  system  that  was  ever  devised. 
That  is  no  argument  against  a  sound 
social-security  system  such  as  we  are 
proposing  here. 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  EBERHARTER.  I  yield  to  the 
gentleman  from  Wisconsin. 

Mr.  BYRNES  of  Wisconsin.  Will  the 
gentleman  give  me  the  name  of  an  insur¬ 
ance  company. that  sells  annuities  on 
that  basis  for  retirement  purposes  be¬ 
cause  I  would  like  to  buy  some  of  them? 


Mr.  EBERHARTER.  On  what  basis? 

Mr.  BYRNES  of  V7isconsin.  On  the 
basis  that  you  can  buy  an  annuity  for 
less  than  the  actuarial  cost. 

Mr.  EBERHARTER.  The  gentleman 
surely  knows  that  the  social-security- 
insurance  system  is  on  a  different  basis 
entirely  than  the  regular  annuity  system. 

Mr.  BYRNES  of  Wisconsin.  It  is  my 
claim  that  it  is  certainly  different  from 
fire  insurance  or  life  insurance  to  which 
the  gentleman  alludes. 

Mr.  EBERHARTER.  None  of  the  ac¬ 
tuaries  said  6  yz  percent  was  not  sufficient 
to  carry  this  program  and  keep  it  finan¬ 
cially  sound  for  the  next  40  or  50  years. 

Mr.  BYRNES  of  Wisconsin.  I  do  not 
want  to  quibble  nor  do  I  want  to  inter¬ 
rupt  the  gentleman’s  statement.  I  do 
believe  he  will  agree  with  part  of  my 
statement.  I  intended  to  refer  to  the 
fact,  when  I  said  this  system  was  not 
sound,  that  it  was  not  actuarially  sound. 
I  will  admit  it  is  financially  sound,  that 
you  can  always  tax  the  people  enough 
to  pay  the  benefits  to  be  paid  out.  I 
think  that  is  the  point  the  gentleman 
has  in  mind,  which  I  will  concede.  It  is  a 
financially  solmd  program  from  that 
standpoint.  Although  it  may  seem  to 
some  Members  it  is  quibbling,  I  assure 
them  it  is  not  my  intention  to  quibble. 
Actuarial  soundness  is  an  entirely  dif¬ 
ferent  matter. 

Mr.  EBERHARTER.  Suffice  it  to  say 
that  there  will  hot  be  any  necessity  un¬ 
der  the  program,  the  tax  program  in  the 
bill,  to  take  any  money  out  of  the  Federal 
Treasury,  out  of  the  general  funds,  for 
the  next  50  years  in  order  to  pay  any 
of  these  benefits.  So  if  you  are  looking 
forward  to  a  financially  sound  system 
for  the  next  50  years  that  is  as  much  as 
can  be  expected  from  this  particular 
Congress. 

Mr.  Chairman,  I  just  want  to  add  one 
or  two  other  things.  We  hear  a  lot  about 
this  definition  of  employer  and  em¬ 
ployee.  The  reason  all  this  fuss  is  being 
raised,  in  my  opinion,  about  this  defini¬ 
tion  is  because  there  are  a  lot  of  em¬ 
ployers  in  this  country  who,  in  the  past, 
have  been  excused  from  paying  pay-roll 
taxes  for  persons  who  are,  in  fact,  real 
employees,  and  those  are  the  persons 
who  are  raising  this  question  about  the 
definition  of  employer  and  employee. 
There  are  only  a  comparatively  few  in¬ 
dustries  involved.  The  committee  has 
attempted  to  set  out  in  clear  and  concise 
language  as  to  what  really  constitutes 
an  employee;  that  is,  employee  and  em¬ 
ployer  status. 

I  want  to  say  this  also,  Mr.  Chairman, 
that  the  Treasury  Department  and  the 
Social  Security  Administration  have  said 
definitely  and  unequivocally  that  under 
the  language  contained  in  this  bill  there 
will  be  no  difference  of  opinion  whatso¬ 
ever  as  to  the  status  of  ay  person  and 
that  there  will  be  no  trouble  whatsoever 
in  arriving  at  a  common-sense  decision. 
They  expect  very  few  cases  ever  to  go  to 
court,  so  that  we  are  lifting  the  veil  of 
confusion  by  writing  in  this  bill  a  defini¬ 
tion  of  employee  and  employer. 

Mtt  Chairman,  the  minority  party  has 
never  truly  and  sincerely  supported  so¬ 
cial-security  legislation.  All  of  us  who 
have  read  history  and  those  who  were  in 


Congress  in  1935  know  that  the  Com¬ 
mittee  on  Ways  and  Means  minority 
members  unanimously  said  that  the 
measure  was  unconstitutional;  they  said 
it  would  be  bad  economically  for  the 
country  to  be  suffering  from  a  pay-roll 
tax.  We  know  that  the  Republican 
presidential  candidate  in  1936  ran  on 
a  program  opposed  to  social  security. 
We  know  that  practically  every  time 
measures  came  up  for  the  liberalization 
and  improvement  of  social-security  leg¬ 
islation  that  they  were  opposed,  just  the 
same  as  they  are  opposing  it  today. 
They  are  not  in  favor  of  a  motion  to 
recommit  as  such.  They  just  have  the 
intention,  Mr.  Chairman,  of  defeating 
the  bill  which  will  really  accomplish 
what  the  American  people  want.  So,  I 
hope  that  as  you  consider  those  factors 
and  remember  those  matters  that  have 
been  debated  here,  you  will  decide  to 
vote  against  the  motion  to  recommit 
and  for  the  bill  on  final  passage. 

Mr.  WHITE  of  California.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  EBERHARTER.  I  yield  to  the 
gentleman  from  California. 

Mr.  WHITE  of  California.  Did  not 
the  gentleman  overlook  mentioning  the 
fact  that  in  1948  the  Gearhart  resolution 
removed  500,000  to  750,000  people  from 
social -security  coverage? 

Mr.  EBERHARTER.  I  thank  the  gen¬ 
tleman  for  calling  that  to  my  attention 
and  the  attention  of  the  Members  pres¬ 
ent.  Yes,  when  the  Supreme  Court 
decided  that  it  was  the  intention  of  Con¬ 
gress  in  1935  to  include  perhaps  any¬ 
where  from  500,000  to  750,000  employees, 
on  the  so-called  border  line,  the  Repub¬ 
lican  Congress  immediately  passed  the 
Gearhart  resolution  nullifying  the  inten¬ 
tion  of  Congress  when  they  passed  the 
social-security  bill  and  voiding  the  deci¬ 
sion  of  the  Supreme  Court  of  the  United 
States.  As  a  matter  of  fact  in  this  pres¬ 
ent  bill  the  committee  has  put  those 
500,000  to  750,000  people  back  under 
social -security  coverage,  in  addition  to 
extending  coverage  to  11,000,000  other 
people. 

Mr.  SIMPSON  of  Pennsylvania.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  EBERHARTER.  I  yield  to  the 
gentleman  from  Pennsylvania. 

Mr.  SIMPSON  of  Pennsylvania.  Ref¬ 
erence  was  made  earlier  in  the  day  to  a 
section  in  H.  R.  6000  wfiich  is  also  found 
in  a  section  of  the  Kean  bill  dealing  with 
the  question  of  the  payment  of  blind 
pensions  to  pensioners  in  Pennsylvania. 
At  the  present  time,  as  the  gentleman 
knows,  the  State  of  Pennsylvania  has  not 
been  receiving  a  Federal  contribution 
toward  the  payment  of  blind  pensions 
within  that  State.  I  would  like  the  Rec¬ 
ord  to  show  that  that  is  included  in  both 
H.  R.  6000  and  the  Kean  bill,  and  par¬ 
ticularly  that  the  gentleman  from  Penn¬ 
sylvania  was  exceedingly  active  in  hav¬ 
ing  that  amendment  accepted  by  the 
committee  in  the  social  security  bill  H.  R. 
6000. 

Mr.  EBERHARTER.  I  thank  the  gen¬ 
tleman  for  that  statement.  I  think 
that  provision  is  a  just  and  equitable  one, 
providing  for  payment  to  the  blind  per¬ 
sons  in  Pennsylvania.  It  should  have 
been  in  the  law  long,  long  ago,  or  the  in- 
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terpretation  should  have  been  made  by 
the  Social  Security  Board  so  that  those 
payments  would  have  been  made.  It 
would  have  been  impossible  to  have  that 
provision  inserted  if  it  had  not  been  for 
the  assistance  of  my  able  colleague  on 
the  minority  side,  the  gentleman  from 
Pennsylvania  [Mr.  SimpsonI.  He  is  en¬ 
titled  to  the  thanks  not  only  of  the  blind 
persons  of  Pennsylvania  but  of  the  entire 
population  of  Pennsylvania. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Nebraska  [Mr.  Miller]. 

Mr.  MILLER  of  Nebraska.  Mr.  Chair¬ 
man,  I  expect  to  vote  for  H.  R.  6000.  I 
have  always  believed  in  a  sound  social- 
security  program.  I  am  not  happy  about 
the  way  the  present  program  is  being 
administered.  The  idea  of  social  secu¬ 
rity  is  sound  and  proper.  It  ought  to  be 
administered  in  a  manner  to  command 
confidence. 

The  bill  before  us  now  has  had  6 
months  of  careful  consideration  by  the 
Ways  and  Means  Committee.  I  under¬ 
stand  that  a  number  of  the  controver¬ 
sial  points  were  put  into  the  bill  by  a 
l-to-3  majority  vote  in  the  committee. 
The  bill  adds  about  11,000,000  new  per¬ 
sons  to  the  35,000,000  now  covered  dur¬ 
ing  an  average  workweek.  The  bill  pro¬ 
vides  that  some  4,500,000  self-employed 
persons  will  come  under  the  bill.  There 
are  a  few  exceptions,  such  as  physicians, 
lawyers,  dentists,  Christian  Science  prac¬ 
titioners,  and  certain  engineers.  If  a 
self-employed  person  earns  more  than 
$400  per  year,  he  would  be  excluded. 
The  contribution  rate  for  the  self-em¬ 
ployed  would  be  one  and  one-half  times 
the  rate  for  employees. 

The  bill  is  200  pages  long  and  compli¬ 
cated.  The  principle  of  the  extension  of 
social  security  was  endorsed  by  both 
political  parties  in  their  1948  platforms. 

Under  this  bill  there  are  two  main  divi¬ 
sions.  The  one  called  the  old-age  assist¬ 
ance  or  pension  program  is  one  in  which 
the  State  and  Federal  Governments  par¬ 
ticipate.  It  is  designed  to  take  care  of 
those  individuals  who  reach  the  age  of  65 
years  and  are  in  need.  Many  of  these 
individuals  have  given  their  best  to  build 
America  and  now,  through  no  fault  of 
their  own,  are  no  longer  able  to  provide 
for  the  necessities  of  life.  There  must 
be  some  way  to  provide  for  their  care. 
I  do  wish  it  were  possible  to  set  up  a 
yardstick,  as  it  relates  to  the  need  of  the 
individual,  which  would  be  the  same  in 
all  States.  It  varies  greatly.  The  pay¬ 
ment  in  the  different  States  ranges  from 
less  than  $30  to  near  $90.  I  believe  that 
eventually  the  individual  who  is  in  need 
will  be  able  to  receive  a  check  directly 
from  the  Federal  or  State  Government 
which  will  be  the  same  for  all  who  qual¬ 
ify.  Certainly  the  individual  who  is  in 
need  and  can  qualify  gets  just  as  hungry 
and  just  as  sick  when  he  is  in  Louisiana, 
Nebraska,  or  California.  At  the  present 
time  there  is  entirely  too  much  red  tape 
in  the  administration  of  this  assistance 
program. 

There  have  been  too  many  grandiose 
promises  made,  not  only  to  the  old  peo¬ 
ple  but  to  those  under  the  old-age  and 
survivors  insurance  program.  The  lat¬ 
ter  program  has  been  shamefully  disap¬ 


pointing  in  results.  Some  deserving  old 
people,  under  the  assistance  provision  of 
the  bill,  have  remained  in  need  rather 
than  go  on  assistance.  Others  become 
burdens  on  conscientious  but  poor  chil¬ 
dren.  There  are  others  who  hide  their 
assets  in  order  to  qualify  for  the  benefits. 
There  have  been  some  deserving  oldsters 
who  have  no  assets  of  any  kind  and  have 
been  forced  to  apply  for  assistance,  but 
because  of  all  the  red  tape  and  snooping 
it  has  broken  their  spirit  and  their  inde¬ 
pendence.  There  ought  to  be  a  program 
available  without  the  needs  test  to  those 
who  do  not  qualify  because  of  age  for 
the  work-insurance  feature,  but  yet  they' 
have  worked  just  as  hard  and  as  faith¬ 
fully  as  their  neighbor  who  may  qualify. 

The  other  main  phase  of  this  social 
security  bill  relates  to  the  old  age  and 
survivors’  insurance.  This  program  has 
been  in  operation  since  1936.  I  would 
point  out,  Mr.  Chairman,  that  the  em¬ 
ployer  and  the  employee,  through  con¬ 
tributions  and  deductions  from  their 
pay  check,  have  contributed  to  the  Fed¬ 
eral  Government  during  this  time,  ap¬ 
proximately  $15,000,000,000.  I  would 
further  point  out  that  as  this  money 
comes  to  the  Treasury;  it  is  used  to  pay 
the  current  running  expenses  of  gov¬ 
ernment.  It  is  not  based  on  sound  ac¬ 
tuarial  findings.  It  is  now  in  the  red 
about  $8,000,000,000.  This  means,  Mr. 
Chairman,  that  our  children  and  grand¬ 
children  will  again  be  taxed  to  pay  these 
obligations  when  they  become  due.  I 
submit  that  if  any  private  insurance 
company  should  carry  on  their  insuring 
policy  in  such  a  manner,  the  officials 
would  soon  find  themselves  in  a-  Fed¬ 
eral  penitentiary.  The  way  this  pro¬ 
gram  has  been  operated  by  the  Demo¬ 
cratic  administration  since  1936  is  a 
fraud  on  the  American  people. 

I  firmly  believe  in  individuals  taking 
care  of  themselves  through  life  and  pro¬ 
viding  for  their  old  age.  Many  do  it 
through  sound  insurance  and  other 
saving  programs.  The  old  age  and 
survivors’  insurance  program,  under  the 
Government,  would  provide  a  good  re¬ 
tirement  for  these  individuals,  when 
they  reach  the  age  of  65,  if  it  were  prop¬ 
erly  managed,  but  the  present  system, 
can  hardly  be  called  insurance,  because 
the  money  paid  in  by  those  who  hope  to 
buy  this  protection  has  been  squandered 
and  misappropriated.  It  will  be  nec¬ 
essary  to  again  tax  the  citizens  to  make 
up  for  this  improper  use  of  these  funds. 

I  am  also  concerned,  Mr.  Chairman, 
that  the  growing  inflation  in  this  coun¬ 
try,  through  bad  fiscal  policies  of  this 
administration,  will  bring  not  only  the 
supposed  benefits  under  this  program, 
but  of  all  savings,  into  jeopardy.  Our 
government  cannot  continue  to  spend 
beyond  its  means  without  bringing  on 
an  inflation  which  will  affect  all  savings. 

I  am  also  concerned  about  the  provi¬ 
sions  of  this  bill  which  will  place  addi¬ 
tional  taxes  upon  the  lower-income 
groups.  It  does  raise  their  taxes  by  tak¬ 
ing  an  additional  2.5  billion,  yearly, 
from  their  pay  check.  This  is  a  real 
tax.  It  is  another  way  of  raising  taxes, 
but  upon  the  poor  and  not  the  rich. 

You  will  remember  that  the  Eightieth 
Congress  reduced  taxes  and  took  some 


7,500,000  off  the  income-tax  rolls. 
This  program  will  take  additional  taxes 
from  more  than  11,000,000  in  the  lower- 
income  groups.  The  pay-roll  tax  de¬ 
ductions  will  be  raised  from  2  percent 
to  6 V-2  percent  by  1970.  This  applies  to 
the  first  $3,600  of  income.  It  is  a  defi¬ 
nite  tax  and  if  the  Federal  Government 
continues  to  spend  the  money  for  cur¬ 
rent  running  expeses,  it  will  mean  that 
those  who  have  contributed  will  not 
have  what  they  have  a  right  to  expect — 
real  protection,  because  the  Treasury 
will  just  contain  IOU’s.  It  will  mean  a 
tremendous  tax  upon  future  genera¬ 
tions. 

Again  I  state  that  I  believe  in  the  ex¬ 
pansion  of  a  sound  social-security  pro¬ 
gram.  I  believe  the  people  should  provide 
for  their  old  age.  It  is  the  function  of 
Government  to  assist  them.  It  is  for 
that  reason  I  shall  vote  for  this  bill.  I 
do  hope  that  the  debate  presented  today 
will  have  pointed  out  to  the  administra¬ 
tion,  the  errors  it  has  committed  in  the 
past,  errors  which  make  the  present  pro¬ 
gram  immoral  and  unsound.  It  can  be 
corrected  through  proper  management. 
If  I  thought  they  were  not  to  be  cor¬ 
rected  I  would  certainly  oppose  any  fur¬ 
ther  extension  of  this  program.  I  can 
only  hope  that  it  will  be  corrected  be¬ 
cause  fundamentally  the  principle  of  the 
program  is  sound. 

(Mr.  MILLER  of  Nebraska  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Minnesota  [Mr.  H.  Carl 
Andersen]. 

Mr.  H.  CARL  ANDERSEN.  Mr. 
Chairman,  L  regret  deeply  that  the  ma¬ 
jority  leadership  in  the  House  upheld 
the  Rules  Committee  in  its  decision  to 
present  this  legislation,  H.  R.  6000,  under 
a  closed  rule,  thus  preventing  those  of 
us  who  have  urged  adequate  pensions  for 
our  old  people  to  amend  it  in  any  way. 

This  measure  covers  those  presently 
insured,  and  the  disabled,  but  offers  no 
relief  to  the  aged  citizens  of  our  country 
who  have  not  been  able  to  qualify  for 
pensions  under  the  social-security  pro¬ 
gram  with  the  exception  of  those  living 
in  a  few  favored  States. 

The  critical  situation  brought  about 
today  by  the  strikes  in  the  coal  and  steel 
industries  is  the  result  of  the  determina¬ 
tion  of  labor  leaders  to  secure  pensions 
of  $100  per  month  for  all  workers  at  the 
age  of  65.  Mr.  Chairman,  the  people  of 
America,  through  taxes,  direct  and  in¬ 
direct,  will  eventually  pay  the  bill  for 
the  pensions  which  have  been  agreed  to 
by  the  Ford  Co.  and  which  seem  to  be 
scheduled  for  all  industrial  employees. 

The  bill  before  us  covers  practically 
everyone  except  farmers,  doctors,  den¬ 
tists,  and  lawyers.  These  people,  while 
not  eligible  for  the  least  benefit  under 
this  legislation,  will  have  to  pay  their- 
pro  rata  share  of  taxes  to  cover  pensions 
for  workers  in  every  other  category.  It 
is  regrettable  that  the  Democratic  leader¬ 
ship  has  seen  fit  to  continue  class  legis¬ 
lation  under  which  80  percent  of  the 
people  in  the  Seventh  Congressional  Dis¬ 
trict  of  Minnesota  are  ineligible  for 
social-security  benefits,  and  that  under 
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this  gag  rule  amendments  providing  for 
their  inclusion  cannot  be  introduced. 
This  measure,  in  its  present  form, 
jeopardizes  the  enactment  of  a  universal 
old-age  pension,  which,  in  my  opinion, 
is  the  proper  answer  to  our  social- 
security  problem. 

We  now  have  5,200,000  men  65  years  of 
age  and  over  and  only  one-third  of  this 
large  group  is  covered  by  the  social -se¬ 
curity  program.  There  are  5,500,000 
women  in  this  age  group  and  only  one- 
fourth  of  their  number  are  insured  them¬ 
selves  or  are  the  wives  or  widows  of  in¬ 
sured  men.  However,  these  people  re¬ 
ceive  such  small  amounts  that  the  pro¬ 
gram  is  really  of  very  little  benefit  to 
them.  They  were  too  old  at  the  time  the 
act  was  adopted  to  accumulate  the  nec¬ 
essary  work  time  to  give  them  adequate 
pensions. 

Our  old  people  should  not  have  to  suffer 
the  stigma  attached  to  assistance  bene¬ 
fits  based  on  need.  They  want,  and  are 
entitled  to  receive,  automatic  benefits 
without  being  subjected  to  embarrassing 
investigations.  Thousands  of  old  people 
go  without  help  rather  than  subject 
themselves  to  the  indignities  incident  to 
old  age  assistance. 

I  repeat,  Mr.  Chairman,  I  sincerely  re¬ 
gret  that  the  Democratic  leadership  has 
made  it  impossible  for  those  of  us  who 
'support  the  enactment  of  a  universal  old- 
age  pension  to  debate  and  vote  on  that 
issue.  Surely  it  should  have  its  day  in 
court. 

Mr.  Chairman,  social  security  is  here 
to  stay.  I  am  going  to  vote  for  this  bill 
even  though  I  disapprove  strongly  the 
omission  of  the  great  number  of  people 
who  should  receive  benefits  thereunder. 
Their  omission,  however,  does  not  justify 
my  voting  against  helping  people  in  other 
walks  of  life  who  have  been  included  in 
this  measure.  I  hope  that  the  day  will 
come  when  everyone  in  America  will  be 
covered  by  social  security.  Why  this 
administration  left  most  of  the  people 
in  agricultural  America  out  of  this  bill 
when  those  same  farm  people  must  help, 
through  their  taxes,  to  pay  for  the  pro¬ 
gram,  is  beyond  me.  This  can  hardly  be 
termed  a  fair  deal. 

(Mr.  H.  CARL  ANDERSEN  asked  and 
was  given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  JENKINS.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Michigan  [Mr.  Hoffman!. 

(Mr.  HOFFMAN  of  Michigan  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

SOCIAL  SECURITY  IMPOSSIBLE  UNDER  PRESENT 
ADMINISTRATION 

Mr.  HOFFMAN  of  Michigan.  Mr. 
Chairman,  not  knowing  too  much  about 
the  technical  provisions  of  the  bill,  in 
*  order  to  satisfy  my  conscience  when  I 
come  to  vote,  I  must  go  back  to  what  I 
think  are  basic  principles.  In  the  old 
days,  the  horse-and-buggy  days,  when 
it  is  said  that  people  did  not  know  very 
much  about  how  to  conduct  their  own 
business,  no  one  needed  Federal  social 
security.  I  just  happen  to  have  lived  a 
part  of  my  life  during  those  days,  and 
I  recall  very  distinctly  that  everyone  who 
wanted  to  work  and  who  was  not  physi¬ 


cally  disqualified  and  who  did  not  want 
to  spend  every  dollar  he  got  either  when 
he  got  it  or  a  little  before  was  able  to 
provide  for  his  own  security  for  his  old 
age.  Very,  very  few  people  in  the  com¬ 
munity  in  which  I  lived  had  to  ask  assist¬ 
ance  from  anyone. 

Second  only  to  the  desire  and  hope  for 
eternal  salvation,  to  man’s  fear  of  burn¬ 
ing  forever  in  hell  fire,  is  the  laudable 
desire  to  be  free  from  want  in  one’s  old 
age — the  fear  that  as  savings  diminish, 
earning  capacity  fails,  one  may  lack  food, 
shelter — suffer  from  the  lack  of  things 
to  which  one  is  acustomed. 

Hence  it  was  that  in  the  earlier  days 
of  the  Republic — yes,  even  in  my  time — 
men  and  women  worked,  yielded  not  to 
the  temptation  to  buy  things  which  they 
would  like  but  did  not  need,  practiced 
thrift,  and  so  the  vast  majority  of  our 
people  were  able  to  and  they  did,  through 
their  own  efforts,  provide  security,  free¬ 
dom  from  want  in  their  old  age. 

.Then  came  the  days  of  the  New  Deal, 
a  new  philosophy  of  life  which,  stripped 
of  all  meaningless  words,  encouraged  the 
individual  to  get  as  much  as  possible, 
not  only  by  his  own  earnings,  but  to  take 
what  he  could  from  the  earnings  of 
others.  People  were  led  to  believe  that 
self-reliance,  doing  for  one’s  selfr  were 
unnecessary,  that  there  was  an  easier, 
more  pleasant  way,  that  Government  in¬ 
stead  of  being  maintained  and  supported 
by  the  people,  was  in  some  way  obligated 
to  take  care  of  people;  that  Government, 
instead  of  being  a  regulatory  organiza¬ 
tion  whose  sole  function  was  to  protect 
the  weak  and  the  honest  from  the  strong 
and  the  wicked,  could  and  would  and  was 
obligated  to  care  and  provide  for  the  in¬ 
dividual.  That  theory  ignored  the  fact 
that  Government  had  nothing  except  as 
it  took  it  from  thq  individual,  that  any 
benefit  the  individual  received,  he  must 
first  pay  into  the  Government,  that  out 
of  a  dollar  he  paid  in,  those  operating 
Government  would  first  take  a  part  as 
their  compensation  for  handing  what 
was  left  back  to  him. 

The  social-security  program  in  its  in¬ 
ception  was  unfair  and  did  an  injustice 
to  millions  of  taxpaying  citizens.  The 
truth  ■of  that  statement  can  be  demon¬ 
strated  very  quickly: 

First.  The  social-sec, urity  program  ap¬ 
plied  only  to  a  very  limited  number  of 
people  and  only  to  a  limited  class,  that 
is,  those  who  were  employees  in  certain 
industries. 

Second.  The  cost  of  the  program  was 
paid  by  those  employees  and  employers 
who  came  within  the  provisions  of  the 
law,  and  that  would  have  been  fair  and 
just  had  it  not  been  for  the  fact. 

Third.  That  the  contribution  made  by 
employees  and  employers,  that  is,  the 
money  taken  by  way  of  tax  from  the  wage 
of  the  employee  and  the  profit  of  the 
employer,  was  in  the  end  passed  on  to 
the  consumer,  that  is,  the  price  of  the 
product  made  by  the  joint  efforts  of  the 
employee  and  the  employer  was  in¬ 
creased  and  the  purchaser  of  that  prod¬ 
uct  in  reality  paid  for  the  social-security 
program  which  benefited  only  those  who 
came  under  the  terms  of  that  law.  The 
deductions  made  from  the  employee’s 
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pay  check  and  from  the  employer’s  bank 
account  were  replaced  by  increases  in 
wages  and  increases  in  prices  so  that, 
ultimately,  the  cost  of  the  program  fell 
upon  every  purchaser  of  the  company’s 
output,  but  not  every  purchaser  received 
a  benefit  under  the  social-security 
program. 

Because  spending,  wasteful,  politically 
ambitious,  power-seeking  administra¬ 
tions  have  made  it  impossible  for  the 
average  citizen,  no  matter  how  willing 
to  work,  how  thrifty,  to  provide  for  his 
own  old  age  security,  social  security 
sponsored  by  the  Federal  Government 
but  applicable  to  everyone  may  be  the 
only  temporary  answer,  even  though  it 
be  wasteful,  expensive,  and  in  the  end 
disastrous. 

If  we  are  to  have  Federal  social  secur¬ 
ity,  the  only  fair  equitable  plan  is  to 
make  benefits  payable  to  all,  paid  for  by 
contributions  payable  from  all. 

PRESENT  SOCIAL-SECURITY  LAWS  A  FRAUD  UPON 
THE  PEOPLE 

While  the  present  Social  Security  Act 
is  unjust,  unfair,  in  that  ultimately  the 
cost  falls  upon  all  while  the  benefits  are 
available  to  less  than  all,  the  mannei;  in 
which  the  law  has  been  and  will  be  ad¬ 
ministered  is  dishonest. 

The  law  purports  to  collect  a  tax  from 
employees  and  employer  and  to  hold  the 
money  so  collected  in  trust  so  that  bene¬ 
fits  provided  by  the  law  may  be  paid  to 
the  employees  who  contributed. 

Under  the  act  $11,000,000,000  have 
been  collected  which  have  not  been  used 
to  make  the  payments  required  by  the 
act. 

The  administration,  instead  of  holding 
those  excess  billions  in  trust  or  investing 
them  in  such  a  manner  so  as  to  earn  a 
profit,  or  instead  of  advocating  a  reduc¬ 
tion  in  the  amount  of  the  tax,  spent  that 
trust  fund  for  current  running  expenses 
of  the  administration.  The  administra¬ 
tion  embezzled  those  billions  of  dollars. 

We  all  remember  the  parable  of  the 
master  who,  about  to  depart  for  a  far 
country,  called  in  his  servants  and  to 
two  he  gave  talents  with  which  they, 
during  his  absence,  traded  and  made 
other  talents.  To  another  he  gave  one 
talent.  That  servant  digged  a  hole  in 
the  earth  and  hid  his  lord’s  money.  And 
when  the  lord  returned  he  gave  to  the 
master  the  talent  which  was  his.  As  I 
recall  the  parable,  that  servant  was  not 
rewarded,  rather  he  was  condemned. 

Now,  I  do  not  go  so  far  as  to  expect 
that  this  administration  would  profitably 
use  the  trust  funds  taken  from  the  work¬ 
ingman,  but  I  do  say  that  the  adminis¬ 
tration,  both  the  New  Deal  and  the  Fair 
Deal,  might  at  least,  if  it  could  not  use 
the  fund  profitably,  have  buried  it  and 
when  necessity  arose  dug  it  up  and  re¬ 
turned  it  to  those  to  whom  it  belonged. 
But  that  it  did  not  do.  It  not  only  failed 
to  use  the  fund  profitably,  it  not  only 
failed  to  preserve  the  fund,  but  wickedly 
and  wastefully,  and  for  the  purpose  of 
advancing  its  own  political  fortunes, 
robbed  the  fund  of  the  workingman’s 
hard-earned  dollars,  spent  those  dollars 
which  it  collected  for  one  purpose  for 
current  expenses — spent  them  wastefully 
and  extravagantly. 
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And  when  the  workingman  calls  for 
the  return  of  his  money  to  be  paid  out  in 
the  manner  provided  for  in  the  Social 
Security  Act,  we  learn  that  the  money 
is  not  there,  that  it  has  been  spent,  and  it 
becomes  necessary  for  the  Government 
to,  and  it  does,  impose  additional  taxes 
to  replace  the  social-security  dollar 
which  it  has  misappropriated. 

Hence  it  is  that  under  the  working  of 
the  social-security  law,  the  workingman 
who  has  contributed  his  money  to  pro¬ 
vide  for  his  old-age  security  or  other 
benefit  payments,  if  he  remains  a  tax¬ 
payer  paying  any  of  the  more  than  a 
dozen  hidden  taxes,  is,  while  he  is  receiv¬ 
ing  the  dollar  due  him,  again  contrib¬ 
uting  other  additional  dollars.  He  pays 
twice  for  his  social-security  payment, 
once  when  it  is  deducted  from  his  pay 
check  and  again  while  he  is  receiving 
payments  under  the  law. 

It  is  futile  to  attempt  by  the  enact¬ 
ment  of  social-security  legislation  to 
free  the  individual  from  the  fear  of  suf¬ 
fering  in  his  nonproductive  or  old-age 
days  if  the  National  Government  con¬ 
tinues  to  waste  or  spend  itself  into  na¬ 
tional  bankruptcy.  But  that  is  just  what 
the  present  administration  is  doing. 

Nor  can  there  be  any  social  security 
for  either  the  unfortunate  or  the  non¬ 
productive,  no  freedom  from  fear  of 
want  or  suffering,  if  we  are  to  be  always 
involved  in  a  world  war,  or  if  we  neglect 
to  provide  an  adequate  defense  for  our 
national  security. 

What  is  gained  by  enacting  legislation 
designed  to  give  our  people  social  secu¬ 
rity  if  our  national  security  is  to  be  en¬ 
dangered  as  it  now  is,  either  by  Nation¬ 
wide  strikes  which  cut  the  production 
which  is  necessary  for  national  defense 
by  spending  which  plunges  us  into  na¬ 
tional  bankruptcy,  or  if  that  national  se¬ 
curity  be  imperiled  by  bickering  and  by 
strife  between  the  branches  of  our  armed 
forces? 

I  recall  very  distinctly,  yea,  as  though 
it  was  yesterday,  that  when  we  were  told 
that  billions  of  dollars  were  being  wasted 
by  the  armed  forces,  that  unification,  so- 
called,  of  the  armed  forces  would  not 
only  save  us  billions  of  dollars  but  would 
enable  us  to  provide  an  adequate,  invin¬ 
cible  national  defense,  I  never  did  be¬ 
lieve,  and  I  then  so  stated,  that  if  a  de¬ 
sire  for  economy  and  unification  was  de¬ 
sired  by  the  heads  of  the  armed  forces, 
such  a  law  was  unnecessary  and  that 
such  a  law  never  would  bring  about  real 
unification.  If  the  will  to  do  the  right 
and  the  obvious  thing  does  not  exist,  it 
is  extremely  difficult  to  bring  about  the 
desired  result  by  legislation. 

At  that  time,  lieutenant  commanders, 
commanders,  captains,  vice  admirals  and 
admirals  of  the  Navy  were  deliberately 
denied  the  opportunity  to  present  their 
views  to  the  committee  which  was  writ¬ 
ing  the  unification  bill.  I  speak  advised¬ 
ly;  I  know,  for  when  the  brass  in  the 
Army  insisted  that  the  hearings  be  closed 
and  the  officers  of  the  Navy  who  were  on 
the  ships  which  made  possible  the  win¬ 
ning  of  the  war  in  the  east,  wanted  to 
testify,  their  testimony  was  barred— it 
was  barred  by  a  committee  vote  of  23  to 
2,  and  the  Army  was  back  of  that  move. 


I  know  nothing  of  the  relative  ability 
of  the  various  branches  of  the  armed 
forces.  I  have  no  information  which 
would  enable  me  to  judge  as  to  the  rela¬ 
tive  merits  of  the  various  branches,  but 
I  do  believe  that  our  national  defense 
program  will  be  disastrously  weakened 
if  the  Army  and  the  Air  Force  are  to  be 
permitted  to  destroy  the  fighting  ability 
of  the  Navy.  I  cannot  accept  the  thesis 
that  the  Air  Force  can  bomb  any  enemy 
out  of  existence  or  that  the  Army,  with¬ 
out  the  Navy,  can  on  the  ground  or  in 
the  air  successfully  overcome  an  enemy. 
Nor  can  I  believe  that  the  Navy  without 
adequate  aviation  from  carriers  to  pro¬ 
tect  itself,  can  successfully  support  either 
the  Air  Force  or  the  Army.  Crippling 
or  destroying  Navy  aviation  will  not 
make  for  national  defense. 

On  a  football  team  the  center  cannot 
play  end  or  quarterback,  nor  can  the  half 
or  the  quarterback  play  center  or  guard. 
A  successful  football  team  plays  as  a 
whole  under  the  direction  of  a  coach  and 
a  captain,  and  there  is  no  reason,  other 
than  ambition,  greed  for  power,  why  the 
Army,  the  Navy,  and  the  Air  Force,  all 
on  our  team  of  national  defense,  cannot 
give  us  a  successful,  winning  national 
defense. 

The  Air  Force  cannot  do  the  whole  job 
and  just  because  at  the  moment  it  has  an 
expert  publicity  man  is  no  reason  why 
the  Navy  should  be  made  to  suffer.  The 
Navy  did  not  lose  at  Pearl  Harbor  be¬ 
cause  it  was  at  fault.  We  lost  there  be¬ 
cause  General  Marshall  was  horseback 
riding  and  the  Commander  in  Chief  him¬ 
self  was  not  on  the  job. 

If  the  Air  Force  and  Army  will  just  re¬ 
member  that  they  are  not  the  only  ones 
on  the  team  with  ability  to  carry  the 
offensive  ball,  forget  their  desire  to  strut 
the  stage,  Stalin  or  any  potential  enemy 
will  have  less  cause“for  rejoicing. 

General  Eisenhower  might  just  as  well 
forget  his  ambition  to  be  President.  He 
might  just  as  well  forget  his  long-nour¬ 
ished  and  officially  expressed — and  I 
speak  advisedly — plan  to  hamstring  the 
marines.  The  top  brass  in  the  Air  Fo/-ce 
apd  in  the  Army  will  do  well  to  cease 
their  efforts  to  hamstring  the  Navy  or 
its  air  force  or  the  marines.  One  need 
to  talk  but  casually  not  only  with  the 
high-ranking  officers  of  the  Navy  but 
with  the  seamen  and  midshipmen,  to 
learn  that  the  cancellation  of  the  build¬ 
ing  of  the  supercarrier  and  the  present 
efforts  to  belittle  the  Navy  and  its  air 
force  are  destroying  the  morale  of  the 
Navy. 

After  all,  in  spite  of  the  Army’s  re¬ 
cruiting  of  football  players,  the  Navy 
did,  3  years  ago,  play  the  Army  to  a 
standstill,  last  year,  to  a  tie. 

It  is  just  possible  that  the  Navy’s  armed 
force  was  of  some  real  assistance  in  the 
Pacific  while  the  last  war  was  on. 

The  top  brass  in  the  Army  might  take 
a  lesson  from  the  football  teams  of  the 
two  Acadamies  and,  while  they  contend 
vigorously,  carry  on  their  controversy  in 
the  open  and  play  fairly  and  not  dirty, 
cut  out  the  piling  up  and  the  foul  blows 
delivered  secretly.  The  young  men  in  the 
Academies  play  fairly.  Let  their  elders 
do  the  same. 


I  started  with  social  security,  but  no 
one  in  this  country  can  have  social  se¬ 
curity  or  any  other  kind  of  security  if 
those  charged  with  defending  our  Na¬ 
tion,  making  our  future  secure,  are  at 
each  other’s  throats  day  in  and  day  out. 
Nor  will  anyone  have  social  security  un¬ 
der  administrations  which  month  by 
month,  year  by  year,  spend  more  than 
the  current  income. 

If  we  are  to  have  Federal  social  secu¬ 
rity  let  us  have  it  for  everyone — until  we 
go  broke. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Michigan  [Mr.  Hoff¬ 
man]  has  expired. 

Mr.  DAVENPORT.  Mr.  Chairman, 
most  of  the  civilized  world  today  looks  to 
the  United  States  as  the  example  of  a 
thriving  democracy. 

We  cannot  fail  our  friends  by  proving 
weak  as  a  going  concern  or  by  neglecting 
the  needs  of  the  greater  body  of  our 
citizens.  If  we  do,  world-wide  dis¬ 
couragement  will  result  and  democracy 
will  take  several  steps  backward. 

In  the  war  of  words  and  ideas  and 
action,  we  cannot  fail.  We  must  uphold 
the  universal  faith  in  America.  America 
must  remain  strong;  its  people  healthy, 
optimistic,  and  free  from  the  cares  of 
want. 

World-Wide  faith  in  America  is  based 
on  the  belief  that  we  have  a  better 
answer  to  the  needs  of  mankind — that 
we  can  maintain  our  essential  freedoms 
while  raising  our  standard  of  living. 
This  is  the  faith  of  the  world.  This  is 
the  faith  of  Americans. 

Even  a  country  with  the  highest 
standard  of  living  of  any  nation  has 
serious  problems.  We  neglect  our  re¬ 
sponsibilities  toward  our  unemployed, 
our  aged,  our  sick,  our  dependent  chil¬ 
dren,  our  blind,  our  mothers.  We  have 
established  an  inadequate  system  of 
social  security  that  does  not  meet  the 
needs  of  the  American  people. 

The  right  to  social  security  belongs 
to  every  man.  It  is  not  something  that  a 
minority  forces  the  majority  to  do,  as  so 
many  secure  and  wealthy  people  claim. 
It.  is  not  something  that  a  paternalistic 
government  does  as  a  sort  of  relief 
measure. 

It  is  a  radical  scheme  to  change  our 
form  of  government.  Social  security  is 
the  right  of  every  man,  woman,  and 
child  in  our  country  today.  Our  pres¬ 
ent  laws  do  not  support  this  view. 

Our  present  administration  does  sup¬ 
port  this  view. 

It  is  one  of  the  four  freedoms — free¬ 
dom  from  want.  With  adequate  social 
security,  we  shall  remain  strong.  We 
shall  continue  to  guide  the  world  by 
the  beacon  light  of  a  dynamic  democ¬ 
racy. 

Without  adequate  social  security,  we 
shall  remain  in  doubt  regarding  our  abil¬ 
ity  to  maintain  our  high  standard  of 
living.  Our  people  will  not  be  able  to 
plan  for  tomorrow.  Society’s  burdens 
will  continue  to  fall  heavier  on  those 
least  able  to  bear  them.  vThe  rest  of  the 
world  will  lose  faith. 

The  adequacy  of  our  social-security 
system  to  meet  the  needs  of  the  Amer¬ 
ican  people  and  the  hopes  of  our  foreign 
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friends  is  an  immediate  problem  of  the 
utmost  importance. 

At  the  present  time  there  are  51  sepa¬ 
rate  systems  of  unemployment  insurance, 
covering  our  48  States,  the  District  of 
Columbia,  Hawaii,  and  Alaska.  There  is 
no  uniformity  in  the  laws.  Coverage  is 
low,  benefits  are  inadequate  and  vary 
greatly  from  State  to  State. 

Unemployment  is  a  national  problem, 
to  be  met  by  the  resources  of  the  Na¬ 
tion  as  a  whole.  Why  should  a  worker 
suffer  because  he  happens  to  live  in  a 
poor  State?  Why  should  waiting  pe¬ 
riods  differ  from  State  to  State?  Why 
should  the  amount  of  the  benefit  and 
the  number  of  weeks  those  benefits  are 
paid  differ? 

There  is  no  waiting  period  in  Mary¬ 
land.  The  waiting  period  in  Georgia  is 
2  weeks.  The  maximum  weekly  benefit 
is  $36  in  Connecticut.  The  maximum 
weekly  benefit  is  $15  in  Florida.  The 
number  of  weeks  benefits  are  paid  range 
from  12  in  Arizona  to  26  in  Illinois.  The 
cost  of  maintaining  these  51  programs 
varies  considerably  from  State  to  State. 
The  waste  and  duplication  is  an  insult 
to  the  enterprise  of  America.  The  re¬ 
serves  of  the  States  for  the  payment  of 
unemployment  benefits  vary  widely.  The 
Commissioner  of  Social  Security  has  said 
repeatedly  that  the  reserves  of  some 
States  would  be  threatened  with  insolv¬ 
ency  if  a  recession  should  occur  in  this 
country. 

Nothing  less  than  a  national  system 
of  unemployment  compensation  applied 
uniformly  to  each  and  every  person,  and 
adequately  and  soundly  financed  will 
meet  the  needs  of  the  American  people. 
The  coverage  of  our  unemployment  com¬ 
pensation  laws  is  also  inadequate.  Uni¬ 
versal  coverage  must  be  our  goal. 

Today  excluded  from  the  benefits  of 
such  programs  are  employees  of  non¬ 
profit  organizations,  employees  of  small 
firms,  domestic  workers,  agricultural 
workers,  and  Government  employees. 
About  3,500,000  persons  are  excluded 
from  unemployment  insurance  coverage 
because  they  are  working  for  small  firms. 
Why  penalize  these  people?  About 
1,000,000  workers  are  now  excluded  from 
protection  because  they  work  for  non¬ 
profit  organizations.  About  half  are 
employed  by  charitable  organizations,  a 
quarter  by  educational  institutions,  and 
the  remaining  quarter  by  religious  insti¬ 
tutions. 

These  people  were  originally  excluded 
because  their  organizations  believed  they 
might  lose  their  tax-exempt  status  if 
they  were  covered.  There  is  no  reason 
why  the  two  are  dependent  on  each  other. 

An  adequate  unemployment  insurance 
system  should  cover  all  the  employable 
persons  of  our  population,  and  should 
provide  benefits  to  all  who  are  available 
for  employment  but  for  whom  employ¬ 
ment  cannot  be  found. 

Benefits  should  bear  a  definite  rela¬ 
tionship  to  the  cost  of  living  and  should 
continue  as  long  as  necessary.  Persons 
with  large  families  should  receive  addi¬ 
tional  benefits.  Where  a  strike  has  been 
called  for  clearly  justifiable  reasons,  a 
worker  must  not  be  deprived  of  unem¬ 
ployment  benefits. 

Our  public  welfare  program  must  be 
strengthened.  Our  first  line  of  defense 


is  the  family.  An  adequate  unemploy¬ 
ment-insurance  system  will  do  much  to 
strengthen  the  security  of  the  American 
home.  So  will  an  adequate  old-age  and 
survivors  insurance  program.  So  will  an 
adequate  health  program.  But  there 
will  still  be  social-security  problems  not 
covered  by  these  three  programs.  Chief 
among  these  are  public  assistance  for  the  - 
blind  and  dependent  children. 

Federal  funds  are  now  available  to 
States  with  such  programs.  However, 
the  Federal  Government  has  to  date  as¬ 
sumed  no  direct  responsibility  in  the  ad¬ 
ministration  of  these  programs.  The 
Federal  Government  has,  however, 
shared  in  the  costs  and  has  set  minimum 
requirements  and  provided  technical 
advice. 

There  is  little  question  that  public  as¬ 
sistance  is  essentially  the  responsibility 
of  the  State.  But  the  wide  variations  in 
standards,  payments,  and  policies  among 
the  48  States  make  it  necessary  for  the 
Federal  Government  to  step  in  and  bring 
about  a  more  uniform  operation  of  these 
programs. 

Under  H.  R.  2892,  submitted  by  the 
President  for  consideration  by  Congress, 
Federal  financial  aid  would  be  extended 
to  the  States  on  a  basis  ranging  from 
40  to  75  percent  of  total  costs,  depending 
on  the  relative  per  capita  income  of  the 
States.  Poorer  States  would  get  a 
larger  share  of  Federal  funds  in  relation¬ 
ship  to  what  they  themselves  would 
spend  in  their  welfare  programs.  Resi¬ 
dence  requirements  would  be  prohibited, 
as  would  citizenship  requirements.  Over 
20  States  today  require  a  blind  person  to 
have  resided  5  years  or  more  in  that 
State  before  being  eligible  for  assistance. 
One  State  law  says  that  if  the  local  pub¬ 
lic  assistance  officer  believes  that  a  new¬ 
comer  to  a  town  may  not  hold  on  to  a 
job  and  may  need  assistance,  he  can  be 
given  a  notice  to  leave. 

H.  R.  2892  would  also  put  an  end  to 
the  cruel  practice  of  many  States  where 
transfer  of  property  to  the  State  is  made 
a  condition  for  receipt  of  assistance. 
The  proposed  bill  also  would  strengthen 
greatly  the  present  program  of  aid  to 
children.  It  does  not  go  far  enough, 
however,  to  meet  the  needs  of  the  times. 

Our  children  are  our  greatest  treasure. 
An  adequate  maternal  and  child-welfare 
program  is  essential  to  meet  the  grow¬ 
ing  complications  of  modern  society. 
Today  500,000  children  have  rheumatic 
fever;  20,000,000  children  are  in  urgent 
need  of  dental  care;  150,000  infants  are 
born  prematurely  each  year;  150,000  chil¬ 
dren  have  cerebral  palsy;  2,000,000 
women  with  children  under  10  years  of 
age  are  working  today. 

These  are  only  a  few  of  the  statistics 
that  show  what  a  job  we  have  to  do  to 
keep  our  children  adequately  cared  for. 
If  these  unmet  health  and  welfare  needs 
are  ignored,  they  will  seriously  handicap 
the  future  of  this  Nation. 

We  now  come  to  old-age  pensions. 
All  Americans  want  the  opportunity  to 
protect  themselves  and  their  families 
against  the  economic  hazards  of  old  age. 
Only  a  very  small  portion  of  the  popula¬ 
tion  is  fortunately  able  to  do  so  today. 
Today  we  have  a  system  which  covers 
only  40,000,000  of  an  estimated  total  of 
70,000,000  workers. 


Restrictive  eligibility  requirements  for 
older  workers  have  kept  all  but  20  per¬ 
cent  of  those  over  65  from  benefiting 
from  the  program.  Millions  of  workers 
were  excluded  from  the  old-age  insur¬ 
ance  program  originally  because  of  an 
erroneous  belief  that  there  would  be  ad¬ 
ministrative  difficulties  in  collecting  con¬ 
tributions  from  them.  Fewer  persons 
in  proportion  to  total  population  receive 
old-age  pensions  in  farm  States  than 
in  industrial  States.  This  is  the  result 
of  excluding  farmers  and  farm  workers. 

The  benefit  payments  under  the  pres¬ 
ent  old-age  insurance  program  are  com¬ 
pletely  inadequate.  The  average  benefit 
for  a  retired  male  worker  at  the  end  of 
1946  was  $24.90  a  month.  The  average 
benefit  for  a  retired  man  and  wife  was 
under  $40  a  month.  The  average  family 
benefit  for  a  widow  with  two  dependent 
children  was  $48.20.  With  a  75-percent 
increase  in  the  cost  of  living  since  1939 
when  these  scales  of  payment  were  es¬ 
tablished,  they  are  inadequate  to  pay 
more  than  a  portion  of  the  rent  or  the 
food  bill. 

The  first  essential  of  an  adequate  old- 
age  insurance  program  is  to  guarantee 
our  older  people  security  from  want.  It 
must  never  be  less  than  an  amount  suf¬ 
ficient  to  maintain  a  healthy  and  satis¬ 
factory  life. 

Our  present  law  is  a  farce  as  far  as 
security  to  our  older  people  is  concerned. 
It  must  be  revised  upward  to  meet  Amer¬ 
ican  standards.  Another  essential  of  an 
adequate  pension  program  is  not  to  inter¬ 
fere  with  the  enterprise  of  those  past 
the  retirement  age. 

Is  there  any  reason  why  a  man  of  70 
must,  as  he  is  forced  to  do  under  the 
present  program,  turn  back  his  monthly 
benefit  if  he  earns  more  than  a  certain 
amount?  Still  another  essential  of  an 
adequate  old-age  insurance  program  is 
that  all  can  qualify  for  a  future  pen¬ 
sion  regardless  of  age.  Under  the  pres¬ 
ent  program  a  man  who  is  65  today  must 
work  for  6  years  in  a  covered  job  before 
he  can  qualify  for  an  old-age  pension. 
The  seriousness  of  the  old-age  problem 
is  attested  to  by  the  aging  character  of 
our  population.  Of  a  total  population 
of  145,000,000  today,  more  than  17,000,- 
000  persons  are  over  60  and  11,000,000 
are  over  65.  In  50  years  there  will  be 
27,000,000  persons  in  the  United  States 
who  will  be  over  60  years  of  age. 

With  our  present  inadequate  system 
of  old-age  insurance,  the  responsibility 
for  the  care  of  our  old  people  falls  on  the 
individual  families  concerned.  This  is  an 
unfair  burden  on  our  young,  who  should 
be  devoting  their  energies  to  self-im¬ 
provement  or  to  their  own  growing  fam¬ 
ilies.  Our  old  people  are  our  responsi¬ 
bility.  They  have  added  to  the  wealth 
of  the  Nation  and  have  strengthened 
our  democratic  traditions.  They  have  no 
desire  to  fall  burden  on  their  children 
or  on  the  pity  of  their  local  communi¬ 
ties. 

Those  who  have  paid  money  into  the 
old-age  program  have  a  right  to  ade¬ 
quate  return.  And  those  who  have  not 
paid  money  into  the  pension  program 
have  a  right  to  the  minimums  necessary 
to  maintain  a  healthy  existence.  Our 
older  people  should  feel  no  humiliation 
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in  getting  aid  as  they  are  made  to  feel 
today. 

In  his  annual  message  on  the  state  of 
the  Union,  January  5,  1949,  President 
Truman  stated  that  the  present  cover¬ 
age  of  the  social-security  laws  is  alto¬ 
gether  inadequate  since  fully  one-third 
of  all  workers  are  not  covered.  He  rec¬ 
ommended  an  extension  of  coverage  to 
those  who  remained  outside  of  the  sys¬ 
tem. 

The  present  bill,  H.  R.  6000,  which  is 
now  before  the  House,  will  extend  cover¬ 
age  of  the  old-age  and  survivors’  in¬ 
surance  by  about  11,000,000  persons  and 
it  will  raise  the  total  covered  from  the 
present  35,000,000  to  around  46,000,000 
persons.  There  will  still  remain  ap¬ 
proximately  14,000,000  persons  not  cov¬ 
ered. 

Extension  of  coverage  to  self-em¬ 
ployed  persons  in  various  nonfarm  oc¬ 
cupations  is  now  advisable  because  prac¬ 
ticable  administrative  procedures  for 
their  coverage  have  now  been  developed. 
The  coverage  of  the  self-employed  has 
been  made  compulsory  since  the  history 
of  voluntary  social  -insurance  shows  that 
an  adverse  selection  of  risk  ensues  when 
only  those  in  greatest  need  of  protection 
will,  of  their  own  volition,  come  under  it. 
Between  35  and  40  percent  of  the  self- 
employed  thus  in  prospect  of  coverage 
under  this  bill  are  storekeepers  and  other 
retailers,  20  to  25  percent  are  proprietors 
of  service  establishments,  and  12  to  15 
percent  are  engaged  in  the  construction 
industry.  Approximately  400,000  pro¬ 
fessional  persons  in  this  group  of  self- 
employed,  such  as  doctors,  lawyers,  and 
engineers,  are  excluded. 

The  State  and  local  governments  of 
-this  country  employ  about  3,800,000 
workers  in  an  average  week.  Coverage 
of  these  workers  is  possible  under  the 
pending  bill  by  voluntary  compact  be¬ 
tween  the  States  and  the  Federal  Secu¬ 
rity  Administrator.  Orderly  termina¬ 
tion  of  these  compacts  is  also  provided 
for. 

Domestic  employees  except  in  private 
homes  on  farms  who  are  in  regular  em¬ 
ployment  are  covered  by  this  bill.  Part- 
time  workers  and  all  casual  or  intermit¬ 
tent  domestic  workers  are  excluded.  All 
employees  of  religious,  charitable,  and 
other  nonprofit  organizations  excepting 
members  of  the  clergy  and  religious  or¬ 
ders  would  be  covered.  The  number  of 
such  workers  is  about  600,000  in  an  aver¬ 
age  week.  Under  the  bill  the  tax-exempt 
status  of  these  organizations  would  be 
safeguarded.  Services  of  students  em¬ 
ployed  in  colleges  and  of  student  nurses 
and  internes  in  hospitals  would  not  be 
covered.  Coverage  would  also  be  ex¬ 
tended  to  some  200,000  persons  employed 
in  borderline  agricultural  labor  such  as 
raising  of  mushrooms  and  the  commer¬ 
cial  handling  of  fruits  and  vegetables. 
Some  100,000  civilian  employees  of  the 
Federal  Government  who  are  not  at  pres¬ 
ent  under  any  retirement  system  are 
covered.  Those  employees  who  are  now 
under  a  federally  established  retirement 
system  would  not  be  included.  Tempo¬ 
rary  Federal  employees  are  also  excluded. 
During  the  course  of  the  average  week 
some  150,000  American  citizens  are  em¬ 
ployed  outside  of  the  United  States  by 


American  employers  and  provision  is 
made  to  extend  coverage  to  them  under 
this  bill.  Also  provision  is  made  for  cov¬ 
erage  of  5,000  persons  in  the  Virgin  Is¬ 
lands,  and  optionally  to  250,000  in  Puerto 
Rico. 

Major  deficiency  of  coverage  corrected 
by  this  bill  is  the  matter  of  wage  credits 
to  World  War  II  service  veterans  from 
the  civilian  labor  force.  This  bill  pro¬ 
vides  veterans  with  wage  credits  of  $160 
for  each  month  of  military  service  per¬ 
formed  during  the  World  War  II  period. 
These  wage  credits  would  be  given  re¬ 
gardless  of  whether  death  occurred  in  the 
service  and  whether  veterans’  benefits 
were  payable.  In  most  cases  Where  the 
individual  died  in  the  service  the  wage 
credits  are  of  real  value  in  providing  ad¬ 
ditional  benefits  for  the  widow  and  chil¬ 
dren. 

In  connection  with  this  bill  the  House 
Committee  on  Ways  and  Means  gave  ex¬ 
tensive  consideration  to  the  advisability 
of  extending  coverage  to  agricultural  em¬ 
ployees,  to  self-employed  farm  operators, 
and  to  self-employed  professional  per¬ 
sons  excluded  under  the  bill.  A  decision 
was  made  to  exclude  these  groups  pend¬ 
ing  further  study  of  the  special  problems 
involved  in  their  coverage.  Thus  it  can 
be  seen  that  this  bill  takes  a  long  for¬ 
ward  step  in  the  further  coverage  of  the 
various  classes  of  the  population  but  does 
not  try  to  include  all  possible  types  of 
service. 

Specifically,  the  following  occupations 
and  services  will  be  automatically  cov¬ 
ered  under  the  provisions  of  this  bill: 
Self-employed  enterprisers,  such  as  small 
storekeepers,  clothing  and  shoe  retail¬ 
ers,  grocers,  restaurant  owners,  filling- 
station  proprietors  and  owners  of  hotels, 
boarding  houses,  garages,  laundries,  bar¬ 
ber  shops,  and  proprietors  of  establish¬ 
ments  devoted  to  plumbing,  painting, 
and  electrical  contracting.  Also  in¬ 
cluded  are  wholesale  merchants,  agents 
and  brokers,  small-scale  manufactur¬ 
ers,  taxicab  owners,  and  real-estate  and 
insurance  enterprisers.  In  these  cases 
income-tax  returns  can  be  used  in  re¬ 
porting  self-employed  incomes.  Income 
from  casual  self-employment,  however, 
would  not  be  taxed  or  credited. 

In  the  case  of  State  or  local  employees, 
such  as  firemen,  policemen,  teachers  who 
operate  under  an  existing  retirement 
system,  opportunity  would  be  given  for 
a  written  referendum  by  secret  ballot, 
with  two-thirds  majority  vote  required 
to  extend  coverage  to  their  group.  If 
a  transit  company  is  acquired  by  local, 
State,  or  Federal  governmental  unit  after 
1949,  coverage  of  these  employees  would 
be  compulsory  and  would  continue  under 
the  Federal  old-age  and  survivors  system. 

Extension  of  coverage  is  also  effected 
in  this  bill  to  500,000  to  750,000  persons 
not  covered  under  the  present  law  by 
means  of  a  redefinition  of  “employee.” 
There  is  quite  a  sizable  number  of  per¬ 
sons  in  the  twilight  zone  between  em¬ 
ployment  and  self-employlnent.  Such 
persons  as  salesmen  in  the  manufactur¬ 
ing  and  wholesale  trade  and  in  insur¬ 
ance,  driver  lessees  of  taxicabs,  piece¬ 
workers  on  goods  working  at  home,  con¬ 
tract  leggers,  licensees  or  lessees  of  min¬ 
ing  space,  and  house-to-house  salesmen 


of  certain  goods  or  services.  The  sub¬ 
stantial  effect  of  the  new  definition  of 
“employee”  in  this  bill  is  to  extend  cov¬ 
erage  to  individuals  who,  although  not 
employees  under  the  usual  common-law 
rules,  occupy  a  status  not  materially  dif¬ 
ferent  from  those  who  are  employees 
under  such  rules. 

In  conclusion  it  may  be  said  that  the 
present  bill  goes  a  very  long  way  toward 
meeting  President  Truman’s  program  for 
extension  of  old  age  and  survivors  in¬ 
surance  to  hitherto  excluded  groups.  In 
so  doing  it  has  taken  into  account  the 
practical  problems  to  be  met  in  extend¬ 
ing  social  security  to  additional  sectors 
of  the  working  population.  It  has  not 
attempted  to  blanket  under  social  secu¬ 
rity  all  of  the  remaining  population 
which  should  be  eligible  thereto.  This 
bill  sets  a  new  standard,  however,  and 
provides  the  means  whereby  new  admin¬ 
istrative  procedures  may  be  worked  out 
or  will  make  it  possible  to  include  the  re¬ 
maining  workers  not  as  yet  provided  for. 

It  should  not  place  too  large  a  burden 
on  the  economy. 

In  returned  security  and  purchasing 
power  it  will  more  than  pay  its  own  way. 

These  are  my  proposals  to  strengthen 
our  social  security  laws  and  keep  America 
strong.  These  are  my  proposals  to  meet 
the  challenge  forced  upon  us  to  prove 
that  democracy  is  the  better  way. 

Mr.  DOUGHTON.  Mr.  Chairman, 
yield  to  the  gentleman  from  Massachu¬ 
setts  [Mr.  Philbin]  such  time  as  he  may 
desire. 

(Mr.  PHILBIN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  PHILBIN.  Mr.  Chairman,  secu¬ 
rity  for  the  individual  against  adversity, 
misfortune,  sickness  and  the  hazards  and 
vicissitudes  of  advancing  years  consti¬ 
tutes  at  once  a  great  and  desirable  social 
objective  and  an  appropriate  and  entire¬ 
ly  proper  function  of  the  truly  modern 
state.  The  phenomenal  growth  of  our 
powerful  economy  which  embraces  a 
highly  developed  industrialism,  wide¬ 
spread  independent  mercantile  and 
agrarian  activities  and  a  complex  web  of 
varied  business  enterprises  has  basically 
affected  not  only  the  personal  living  prob¬ 
lems  of  the  average  American  but  it  has 
also  fundamentally  changed  his  rela¬ 
tionship  to  the  Government.  As  this 
process  unfolds,  it  becomes  a  vital  and 
challenging  problem  of  democratic  rep¬ 
resentative  government  to  place  effective 
checks  upon  the  trend  toward  statism 
on  the  one  hand  and  answer  the  social 
needs  of  its  worthy  citizens  on  the  other. 

Social  security  is  not,  as  some  allege,  a 
characteristic  of  the  absolute  state.  To 
the  contrary,  it  is  democratic  in  nature. 
Regardless  of  class,  creed,  or  race  it  seeks 
to  provide  protection  against  the  slings 
and  arrows  of  outrageous  fortune  which 
so  often  in  any  nation  constituted  as 
ours  for  reasons  frequently  beyond  the 
control  of  the  individual  heaps  abun¬ 
dance  upon  some  and  want  upon  others. 
The  history  of  mankind  viewed  in  one 
light  has  been  merely  a  long,  bitter,  un¬ 
ending,  struggle  for  liberation  from  po¬ 
litical  slavery  and  economic  want. 
Tested  in  the  crucible  of  analysis  and 
logic,  that  nation  has  advanced  the  far¬ 
thest  politically  which  has  achieved  the 
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largest  measure  of  civil  and  individual 
liberty  and  provided  for  its  citizens  the 
maximum  of  economic  sufficiency. 

In  our  own  Nation  three  great  forces 
have  contributed  to  our  unmatched  prog¬ 
ress:  First,  the  ideals  of  freedom  em¬ 
bodied  in  our  Constitution;  second,  the 
concept  of  free  enterprise  which  has 
given  maximum  play  possible  to  the 
energies  and  aspirations  of  the  individ¬ 
ual;  and,  third,  and  of  supreme  im¬ 
portance,  the  deep-abiding  spiritual 
values  of  faith  in  the  Almighty  and  his 
blessings  of  liberty  which  since  the  in¬ 
ception  of  the  Nation  have  energized  our 
people  to  strive  to  the  utmost  to  fulfill 
the  great  destisiy  afforded  to  those  living 
under  free  institutions.  No  totalitarian 
state  has  given  or  can  give  such  mighty 
impetus  to  human  endeavor;  nor  can  an 
absolute  government  afford  to  its  citizens 
such  a  generous  measure  of  liberty  and 
such  a  bountiful  degree  of  prosperity. 

While  in  the  American  concept  all  men 
are  free  and  equal  under  the  law,  they 
vary  in  their  individual  qualities  and 
talents.  It  is  a  wise  and  just  govern¬ 
ment  which  can  utilize  the  strength  and 
talents  of  its  citizens  and  check  their 
weaknesses  and  excesses.  It  is  a  great 
and  strong-minded  people  who  ordain 
and  sustain  such  a  government.  Social 
security  is  designed,  not  to  put  a  premium 
on  idleness  and  indifference,  but  to  relieve 
the  individual  of  the  anxiety  and  worry 
so  often  attending  upon  sickness,  disabil¬ 
ity  and  age  and  to  lighten  the  burdens  of 
local  communities  of  direct  relief.  In  the 
best  and  finest  sense  social  security  is 
the  embodiment  of  a  dynamic  democ¬ 
racy — conquest  of  fear  and  privation. 
Thus  the  spirit  and  idealism  of  our  citi¬ 
zens  can  be  released  from  bondage  to  the 
material  things  of  life  and  brought  into 
the  broadest  field  of  national  conscious¬ 
ness,  civic  responsibility  and  high- 
minded  citizenship. 

Some  fear  that  social  security  will 
transform  our  Government  into  a  welfare 
state,  that  it  will  breed  indolence  and 
dependence  upon  the  Government,  that 
it  will  ultimately  lead  to  stagnation  of 
free  enterprise  and  the  adoption  of  the 
collective  state  which  of  course  would  be 
the  death  knell  of  free  institutions.  If  I 
were  to  entertain  such  a  belief  I  could 
not  support  this  bill.  But  I  am  not  among 
those  who  believe  that  a  government 
should  not  assume  some  responsibility  for 
the  unfortunate  and  the  underprivi- 
ledged,  and  those  advanced  in  years,  who 
are  unable  for  any  reason  to  take  care 
of  themselves.  It  is  not  necessary  in  my 
opinion  to  transform  our  economic  sys¬ 
tem  or  change  our  Government  in  order 
to  solve  our  social  problems.  This  great 
and  mighty  economy  which  almost  chal¬ 
lenges  the  human  imagination  in  its  pro¬ 
ductive  capacity,  scientific  methods  and 
advancement  and  the  skill  and  ability  of 
its  managers  and  workers  and  its  great 
achievements  in  mass  production,  and 
the  almost  undreamed  of  bounties  which 
It  has  heaped  upon  our  people,  with  its 
income  of  over  $225,000,000,000  annually 
is  surely  able  to  provide  guaranties 
against  hardship  and  privation  for  those 
who  have  made  such  weighty  contribu¬ 
tions  to  its  effectiveness,  strength,  vital¬ 
ity  and  success. 


The  present  bill  merely  seeks  to  im¬ 
plement  the  established  social-security 
policy  which  was  first  inaugurated  in 
1935.  The  basic  law  has  been  amended 
on  several  occasions  but  it  was  only  nat¬ 
ural  that  form  time  to  time  perfecting 
amendments  based  on  administrative 
experience  would  have  to  be  made.  This 
measure  further  extends  the  coverage 
of  old-age  and  survivors  insurance  by 
adding  approximately  11,000,000  per¬ 
sons  to  the  35,000,000  persons  now  cov¬ 
ered  during  the  average  week.  Self- 
employed  persons,  except  farmers  and 
other  limited  classes,  numbering  about 
four  and  one-half  million  are  included. 
Under  certain  circumstances  almost 
4,000,000  employees  Of  State  and  local 
governments  may  be  covered  by  the  bill 
and  almost  a  million  domestic  servants. 
Employees  of  nonprofit  institutions,  ag¬ 
ricultural  processing  workers  off  the 
farms.  Federal  employees  not  covered 
under  any  retirement  system,  Ameri¬ 
cans  employed  by  an  American  employer 
outside  the  United  States,  salesmen,  and 
other  similar  employees,  in  ail  number¬ 
ing  about  another  million  and  a  half, 
are  also  brought  under  the  provisions 
of  the  bill.  Because  of  administrative 
difficulties,  farmers  and  agricultural 
workers  are  not  covered,  but  studies  are 
continuing  to  work  out  feasible  admin¬ 
istrative  methods  by  which  they  also 
may  be  covered  and  in  time  that  will 
be  done. 

Another  feature  of  the  bill  which  will 
be  most  appealing  to  the  rank  and  file 
of  our  people  is  the  liberalization  of 
existing  benefits. 

The  average  primary  benefit  which 
now  stands  at  approximately  $26  a 
month  for  a  retired  insured  worker  will 
now  be  lifted  to  approximately  $44. 

Persons  retiring  after  1949  will  have 
their  benefits  computed  under  a  new 
formula  which,  in  substantial  effect, 
will  approximately  double  the  average 
benefits  payable  today.  The  computa¬ 
tion  of  average  wage  has  been  liberalized 
and  eligibility  for  benefits  extended  "so 
as  to  make  it  easier  for  workers  to 
qualify. 

Limitations  on  earnings  of  benefici¬ 
aries  has  been  increased  from  approxi¬ 
mately  $15  to  $50  a  month  and,  after 
75  years  of  age,  benefits  will  be  payable 
regardless  of  amount  of  earnings  from 
employment. 

Another  outstanding  feature  of  the 
bill  is  provision  for  permanent  and  total 
disability  by  which  all  persons  covered 
by  the  old-age  and  survivors  program 
will  have  protection  against  the  hazard 
of  enforced  retirement  and  loss  of  earn¬ 
ings  caused  by  permanent  and  total  dis¬ 
ability.  This  provision  will  relieve  a 
large  number  of  helpless  individuals 
stricken  by  adversity,  sickness,  and  dis¬ 
ability  so  that  they  are  permanently  and 
totally  disabled  and  therefore  will  be 
most  salutary  in  its  results. 

It  is  interesting  and  refreshing  to  note 
that  under  the  bill  World  War  II  veter¬ 
ans  will  be  given  wage  credits  under  the 
program  of  $160  per  month  for  time 
spent  in  military  service  between  Sep¬ 
tember  1940  and  July  1947. 

It  is  essential  that  the  fund  out  of 
which  social-security  benefits  are  paid 
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be  kept  adequately  replenished  and  sol¬ 
vent  and  to  that  end  the  bill  establishes 
suitable  contribution  schedules.  It  also 
raises  the  total  annual  earnings  on  which 
benefits  would  be  computed  and  con¬ 
tributions  paid  from  $3,000  to  $3,600. 

Expanded  public-assistance  and  wel¬ 
fare  services  are  authorized  so  as  to  pro¬ 
vide  for  permanently  and  totally  dis¬ 
abled  needy  persons  and  aid  to  the  blind. 
The  bill  increases  the  Federal  share  of 
public-assistance  costs  and  thus  may  be 
said  to  lighten  local  and  State  burdens 
for  these  purposes.  This  should  improve 
aid  to  dependent  children  and  to  the 
blind  and  surely  that  is  a  most  desirable 
accomplishment.  Federal  aid  for  public 
medical  institutions  caring  for  the  aged, 
blind,  and  permanently  and  totally  dis¬ 
abled  recipients  has  been  provided  and 
also  direct  payment  for  medical  care  and 
extended  child-welfare  services. 

Granted  that  some  provisions  of  this 
bill  are  controversial,  granted  that  it 
does  not  provide  fullest  possible  coverage, 
granted  that  it  may  require  further  per¬ 
fection  and  liberalization,  nevertheless, 
to  those  of  us  who  believe  in  a  fiscally 
sound,  well-rounded,  comprehensive,  hu¬ 
mane  social -security  program  it  marks  a 
step  in  the  right  direction.  It  recognizes 
the  problems  of  our  worthy  and  faithful 
and  deserving  veterans  of  American  in¬ 
dustry — men  and  women  who  have  spent 
their  lives,  yes,  I  should  say,  who  have 
given  their  lives,  to  the  building  and  de¬ 
velopment  of  the  Nation.  It  assures 
that  their  fidelity  and  devoted  service 
will  not  be  forgotten  in  their  time  of 
trouble  and  disability,  and  advancing 
years  when  their  meager  savings  are  ex¬ 
hausted  after  lifelong  contributions  to 
their  families.  It  asserts  that  this  Na¬ 
tion  has  found  ways  and  means  without 
resort  to  collectivism  or  totalitarianism 
but  in  the  traditional  democratic  Ameri¬ 
can  way  of  providing  our  citizens  a  de¬ 
cent  and  secure  future  and  protection 
against  privation  and  need. 

It  is  characteristic  of  Americans  that 
we  always  seek  to  find  a  humane  solution 
for  our  great  social  problems.  How 
much  stronger,  how  much  more  vital  and 
dynamic,  how  much  more  resistant  to 
the  intrigue  of  radicalism  our  Nation  will 
be  When  its  citizens  are  assured  as  by 
measures  like  this  that  our  great  business 
system  and  our  Government  working  to¬ 
gether  hand  in  hand  have  found  a  dig¬ 
nified,  adequate  way  to  accord  them  that 
which  every  worthy  citizen  of  this  great 
democracy  is  entitled  to  receive — security 
in  time  of  adversity  and  want. 

Because  I  am  satisfied  that  this  bill  is 
based  upon  sound,  humane,  progressive 
principles  and  is  in  the  interest  of  all  the 
people  of  the  country  as  well  as  in  the 
interest  of  capitalistic,  democratic,  free 
enterprise  and  free  initiative,  I  gladly 
support  this  measure  and  vote  for  its 
passage.  It  will,  I  believe,  do  much  to 
strengthen  and  vitalize  our  Nation  and 
unite  all  our  people  against  common  ene¬ 
mies  which  are  working  against  democ¬ 
racy  at  home  and  abroad. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  New  York  [Mr.  Dol- 
lxnger]. 
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(Mr.  DOLLINGER  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  DOLLINGER.  Mr.  Chairman,  the 
President  advised  the  Congress  in  his 
message  on  the  state  of  the  Union  on 
January  5,  1949: 

The  present  coverage  of  the  social-security 
laws  is  altogether  inadequate,  and  benefit 
payments  are  too  low.  One-third  of  our 
workers  are  not  covered.  Those  who  re¬ 
ceive  old-age  and  survivors  insurance  bene¬ 
fits  receive  an  average  payment  of  only  $25 
a  month.  Many  others  who  cannot  work 
because  they  are  physically  disabled  are  left 
to  the  mercy  of  charity.  We  should  expand 
our  social-security  program,  both  as  to  size 
of  benefits  and  extent  of  coverage,  against  the 
economic  hazards  due  to  unemployment,  old 
age,' sickness,  and  disability. 

This  Congress  can  no  longer  ignore  the 
pressing  needs  of  the  aged  and  dependent 
families  of  our  Nation.  We  now  have 
the  opportunity  to  act  on  a  bill  to  extend 
and  improve  the  Federal  old-age  and 
survivors  insurance  system  and  to  amend 
the  public-assistance  and  child-welfare 
provisions  of  the  present  Social  Security 
Act.  While  I  represent  the  Twenty- 
fourth  District  of  New  York,  the  vital 
question  of  social  security  affects  every 
region  in  the  United  States  equally,  and 
I  have  the  entire  country  in  mind  when  I 
urge  speedy  passage  of  this  bill. 

In  the  10  years  which  have  elapsed 
since  the  last  major  revision  of  the  Social 
Security  Act  took  place,  there  have  been 
social  and  economic  developments  which 
demand  a  revision  of  the  law  and  the 
granting  of  increased  protection  under 
it.  Under  our  democratic  system  of 
government,  we  should  encourage  a  basic 
social-insurance  system  which  will  be 
fair  to  all. 

As  benefits  paid  are  based  upon  con¬ 
tributions,  the  dignity  of  the  older  people 
is  preserved.  If  unable  to  maintain  a 
home,  they  can  make  contributions  to 
the  household  sheltering  them.  In  ad¬ 
dition,  such  a  system  is  an  incentive  to 
the  worker,  as  payments  are  based  on 
length  of  service  and  amounts  contrib¬ 
uted.  All  this  serves  to  increase  produc¬ 
tivity  and  to  help  stabilize  the  economy 
of  our  country. 

It  is  admitted  that  present  social- 
security  benefits  are  woefully  inadequate. 
The  maximum  benefits  now  being  paid 
do  not  begin  to  cover  the  cost  of  housing, 
food,  medical  care,  and  other  usual  re¬ 
quirements  of  a  human  being.  The 
present  minimum  benefits  mean  practi¬ 
cally  nothing  when  we  consider  the  high 
cost  of  living. 

Our  older  citizens  who  can  no  longer 
earn  a  livelihood,  widows,  dependent 
children,  those  incapacitated,  and  the 
blind,  look  to  the  Federal  Government 
for  assistance.  Authentic  reports  show 
that  many  more  people  reahc  old  age 
than  formerly.  In  the  past,  grown 
children  were  able  to  take  care  of  their 
aged  parents.  Now,  high  rents,  the  cost 
of  food  and  clothing,  high  taxes,  in¬ 
creased  costs  of  medical  and  dental  care 
plus  other  expenses,  have  all  changed  the 
picture.  We  find  that  sons  and  daugh¬ 
ters  are  now  barely  able  to  take  care  of 
themselves  and  their  own  children,  and, 
as  a  result,  the  aged  have  no  recourse  but 
to  look  to  the  Federal  Government  for 


aid  when  they  have  no  means  of  self- 
support.  * 

The  maximum  amount  provided  in  the 
bill  before  us  would  give  our  older  peo¬ 
ple  the  support,  protection,  and  real  secu¬ 
rity  to  which  they  are  entitled.  The  dis¬ 
ability  benefits,  both  temporary  and  per¬ 
manent,  are  also  important  considera¬ 
tions.  Millions  become  disabled  before 
they  reach  the  normal  retirement  age. 
We  should  provide  the  means  to  help 
those  who  are  incapacitated  and  have  no 
resources  to  fall  back  upon  in  such  times 
of  misfortune. 

In  my  opinion,  old-age  and  survivors 
insurance  should  be  extended  to  all  per¬ 
sons  not  now  covered.  This  includes  the 
self-employed,  farmers,  farm  workers, 
domestic  workers,  members  of  the  armed 
forces,  members  of  nonprofit  organiza¬ 
tions,  and  other  employees.  We  know 
that  countless  people  reach  the  age  where 
they  can  no  longer  earn  their  living  and 
have  no  means  of  taking  care  of  them¬ 
selves.  A  program  of  social  security  to 
cover  them  is  vitally  necessary,  if  we  are 
to  take  cognizance  of  the  straits  of  hard¬ 
ship  and  difficulties  in  which  they  find 
themselves.  Social  security  should  be 
extended  to  include  them. 

The  bill  before  us  is  a  step  toward  this 
goal.  It  provides  coverage  for  an  addi¬ 
tional  11,000,000  workers  not  now  taken 
care  of  by  our  social-security  program — 
bringing  the  total  of  those  covered  to  ap¬ 
proximately  46,000,000.  As  I  stated  be¬ 
fore,  our  aim  should  be  protection  for  all. 

We  have  been  helpful  and  generous  to 
suffering  and  needy  people  all  over  the 
world.  Surely  we  must  not  neglect  our 
own.  We  should  work  toward  the  expan¬ 
sion  of  our  social-security  program  so 
that  it  will  truly  provide  what  the  pres¬ 
ent  law  incorrectly  promises  by  its  title- 
adequate  social-security  benefits  for  all 
those  who  need  assistance. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Pennsylvania  [Mr. 
Davenport!. 

Mr.  DAVENPORT.  Mr.  Chairman,  I 
ask  unanimous  consent  to  extend  my 
remarks  immediately  after  the  remarks 
of  the  gentleman  from  Michigan  [Mr. 
Hoffman]  so  that  the  people  who  read 
can  proceed  from  a  dark,  bleak  night 
into  the  clear  sunshine  of  a  better  day 
for  our  aged  in  America. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  West  Virginia  [Mr. 
Staggers]. 

(Mr.  STAGGERS  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  STAGGERS.  Mr.  Chairman,  I 
am  in  favor  of  H.  R.  6000  for  many  rea¬ 
sons,  some  of  which  are,  that  it  is  a 
forward-looking  piece  of  legislation  de¬ 
signed  to  bring  peace  of  mind  and  se¬ 
curity  to  many  millions  of  people  who 
today  are  perplexed  about  the  uncer¬ 
tainty  of  their  future.  It  liberalizes  and 
broadens  many  provisions  of  the  present 
act. 

I  am  particularly  pleased  that  cover¬ 
age  is  extended  to  State  and  municipal 


workers,  something  I  have  been  working 
for  during  my  short  time  here  in  the 
House  of-  Representatives.  This  group 
has  been  flagrantly  overlooked  in  the 
past. 

This  bill  also  corrects  many  mistakes 
made  in  our  previous  social-security 
legislation.  One  of  these  is  especially 
for  the  veterans  and  their  dependents  of 
World  War  I  and  World  War  II. 

In  keeping  with  the  Sermon  on  the 
Mount  we  should  certainly  recognize  the 
fact  that  men  and  women  to  whom 
Providence  has  been  kind  have  a  respon¬ 
sibility  to  those  less  fortunate  in  life.  It 
is  a  step  in  the  right  direction  toward  a 
greater  and  fuller  life  and  something 
that  will  revive  the  hopes  and  dreams  of 
many  millions  of  our  citizens. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Oklahoma  [Mr.  Morris]  . 

(Mr.  MORRIS  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  MORRIS.’  Mr.  Chairman,  while  I 
generally  favor  this  bill,  H.  R.  6000,  and 
believe  that  it  is  a  step  in  the  right 
direction,  in  regard  to  the  old-age  assist¬ 
ance  feature  of  it,  I  sincerely  hope  that 
the  time  will  come  in  the  very  near  fu¬ 
ture  when  we  can  repeal  it  and  establish 
an  old-age  pension  program  to  take  its 
place.  I  fully  realize  that  the  old-age 
assistance  program  is  far  better  than 
nothing,  yet  it  just  simply  is  not  right, 
in  my  judgment,  to  subject  the  old  folks 
in  our  country  to  the  regimentation  to 
which  they  are  subjected  under  the  old- 
age  assistance  program.  They  should 
receive  a  reasonable  pension  and  should 
be  permitted  to  spend  it  as  they  please. 
There  should  be  no  case  workers  check¬ 
ing  upon  them  in  regard  to  pension 
money  they  receive. 

In  February  of  this  year,  acting  in  co¬ 
operation  with  a  number  of  old-age  pen¬ 
sion  groups  including  the  American  Pen¬ 
sion  Committee,  the  General  Welfare 
Federation,  and  other  pension  organi¬ 
zations,  and  other  Members  of  Congress, 
I  introduced  an  old-age  pension  bill, 
H.  R.  2620,  and  I  sincerely  hope  that  it 
or  some  good  old-age  pension  bill  will 
be  enacted  by  this  Congress  in  the  near 
future.  The  gentleman  from  Pennsyl¬ 
vania  [Mr.  Van  Zandt]  was  selected  to 
take  the  lead  on  the  minority  side  and  I 
on  the  majority  side  in  furtherance  of 
H.  R.  2620.  To  date  126  of  our  colleagues 
in  the  House  have  joined  us  in  signing  a 
friendly  petition  to  the  Ways  and  Means 
Committee  requesting  favorable  action  in 
regards  this  bill.  I  truly  hope  such 
favorable  action  will  be  taken  soon.  I 
sincerely  believe  that  everyone  would, 
after  such  program  should  be  put  in 
operation,  be  pleased  with  it.  It  would 
be  simple,  direct,  reasonable,  just  and 
fair  to  all  of  our  people.  However,  I 
certainly  am  not  wedded  to  any  one  idea 
in  regard  to  old-age  pensions  and  I  shall 
be  happy  to  support  any  good  old-age 
pension  bill  regardless  of  who  the  author 
is. 

H.  R.  2620  provides,  in  substance,  for 
the  payment  of  $60  per  month  pension 
to  our  citizens  who  are  over  the  age  of 
60  years  and  who  are  not  earning  enough 
money  to  be  required  to  file  a  Federal 
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income-tax  report.  In  other  words,  it 
provides  for  the  payment  of  $60  per 
month  to  those  in  our  society  who  have 
reached  the  age  of  60  years  and  who  are 
in  the  very  low  income  brackets  when 
they  apply  for  it.  These  payments 
would  be  uniform  throughout  the  United 
States  regardless  of  where  the  applicant 
should  reside.  It  would  be  a  Federal 
pension. 

I  cannot,  for  the  life  of  me,  see  why 
pension  payments  should  be  provided 
for  only  certain  classes  of  our  society 
and  more  especially  why  those,  generally 
speaking,  who  need  it  most  should  be  left 
out.  Those  who  need  it  most  do  not  have 
it  and  yet  those  who  need  it  less  do  have 
it.  In  other  words,  groups  such  as  Con¬ 
gressmen,  members  of  the  Supreme 
Court,  civil-service  employees,  coal 
miners,  and  steelworkers  all  have  their 
pension  systems.  I  certainly  am  happy 
to  see  these  groups  have  reasonable 
pensions,  but  I  deplore  the  fact  that 
other  groups  who  really  need  pensions 
even  more  than  they  do,  do  not  have 
them.  I  know  the  sterotyped  answer 
to  this  question  and  that  is  that  those 
who  are  now  receiving  pensions  pay  their 
own  money  into  the  pension  fund.  The 
facts  are,  however,  that  whether  as  pub¬ 
lic  officials  or  as  workers  in  private  in¬ 
dustry,  salaries  and  wages  are  raised 
from  time  to  time  for  the  specific  pur¬ 
pose  of  affording  these  persons  a  suffi¬ 
cient  surplus  in  income  to  pay  into  their 
pension  funds;  therefore,  the  public 
generally,  actually  pays  for  these  funds, 
as  it  works  out  in  practice.  I,  therefore, 
suggest  that  the  only  logical,  reasonable, 
and  just  solution  to  this  problem  is  that 
some  kind  of  a  reasonable  tax  be  levied 
against  our  whole  society  and  that  that 
tax  be  placed  in  a  special  fund  so  that 
every  person  when  he  or  she  reaches  the 
age  of  retirement — and  I  suggest  60 
years  as  a  proper  age — if  he  or  she  is 
financially  unable  to  take  care  of  him¬ 
self  or  herself,  at  least  to  the  extent  of 
absolute  essentials  in  life,  that  such  per¬ 
son  draw  a  sufficient  amount  of  money, 
as  a  pension  each  month,  to  meet  neces¬ 
sary  wants  such  as  food,  clothing,  and 
housing.  I  believe  that  such  person 
definitely  should  not  have  less  than  $60 
a  month  to  meet  such  needs. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Texas  [Mr.  Combs]. 

Mr.  COMBS.  Mr.  Chairman,  I  thi«k  I 
can  condense  my  remarks  into  less  time 
than  has  been  so  generously  granted  me. 
In  fact,  I  would  be  glad  simply  to  put 
some  remarks  into  the  Record,  except  for 
the  fact  that  reference  has  been  made 
repeatedly  during  the  debate,  and  fears 
expressed  by  some,  that  that  feature  of 
title  II  which  permits  the  totally  and 
permanently  disabled  to  draw  benefits  is 
a  dangerous  thing,  that  it  is  unwise  and 
will  make  a  drain  upon  the  insurance 
fund.  I  want  to  make  a  few  observa¬ 
tions  about  that.  , 

However,  before  I  go  into  that,  let  me 
say,  as  a  new  member  of  the  Committee 
on  Ways  and  Means,  it  has  been  a  reve¬ 
lation  and  a  great  pleasure  to  me  to  see 
the  earnestness  with' which  Members, 
many  of  whom  have  been  members  of 
that  committee  for  a  Long  time,  tackled 


this  intricate  and  complex  problem  last 
spring,  and  the  earnestness  with  which 
they  worked  the  bill  out,  section  by  sec¬ 
tion  and  line  by  line,  as  representatives 
of  the  American  people.  I  have  a  high 
regard  for  every  member  of  the  com¬ 
mittee.  I  do  not  agree  with  every  pro¬ 
vision  of  the  bill,  but  I  do  believe  that 
on  the  whole  it  is  a  sound  constructive 
measure. 

The  old-age  and  survivors  insurance 
provisions  of  the  bill  set  forth  in  title  II 
do  add  a  new  category  entitled  to  draw 
benefits,  the  totally  and  permanently  dis¬ 
abled.  Some  Members  have  expressed, 
as  I  have  said,  considerable  concern 
about  this  provision.  In  the  first  place, 
it  has  been  suggested  that  this  benefit  is 
a  radical  departure  from  the  whole  con¬ 
cept  of  old-age  and  survivors  insurance. 
Of  course,  it  must  be  admitted  that  it  is 
a  marked  extension  of  the  benefits  in  that 
a  totally  and  permanently  disabled  per¬ 
son  who  is  covered  by  the  insurance  pro¬ 
vision  of  this  bill  and  has  contributed  to 
it  would  be  able  to  begin  drawing  benefits 
before  he  reaches  the  age  of  65.  Thus, 
in  his  case,  his  total  and  permanent  dis¬ 
ability  and  not  the  fact  of  his  age  would 
be  the  determining  factor.  As  pointed 
out  by  the  gentleman  from  Tennessee 
and  others  who  have  preceded  me,  the 
concept  is  that  when  the  covered  worker 
becomes  totally  and  permanently  inca¬ 
pacitated,  is  no  longer  able  to  earn  any¬ 
thing,  that  he  is  retired  from  the  field 
of  labor  and  he  should  be  permitted  as  a 
contributor  to  the  fund  to  draw  his  bene¬ 
fits  from  the  fund  he  has  helped  to  build 
up  and  not  compelled  to  accept  a  gra¬ 
tuity  from  his  Government.  It  extends 
the  field  of  benefits  but  it  is  not  a  depar¬ 
ture  from  the  idea  that-it  is  a  retirement 
benefit  in  a  very  true  and  real  sense. 

Now  the  Republican  proposal  recog¬ 
nizes  that  fact  and  the  need  for  pro¬ 
viding  for  the  totally  and  permanently 
disabled.  But  minority  Members  pro¬ 
pose  to  do  it  by  making  the  permanently 
disabled  eligible  for  benefits  under  pub¬ 
lic  assistance  only.  Thus  the  perma¬ 
nently  disabled  person,  who  may  have 
been  a  steady  worker  and  a  contributor 
to  the  insurance  system  for  many  years, 
,  would  be  denied,  through  no  fault  of  his 
own,  the  privilege  of  drawing  benefits 
from  the  fund  to  which  he  had  paid  and 
compelled  to  accept  a  gratuity.  It 
seems  to  me  only  just  and  humane 
treatment  of  the  totally  and  permanent¬ 
ly  disabled  worker.  And  as  I  shall  point 
out  it  will  make  no  dangerous  drain  on 
the  trust  fund — shall  be  permitted  to 
receive  his  benefits  from  the  fund  to 
which  he  has  contributed  and  to  receive 
it  as  a  matter  of  right  and  not  as  a 
gratuity. 

Fear  has  been  expressed  that  includ¬ 
ing  the  totally  and  permanently  dis¬ 
abled  among  those  who  may  receive  re¬ 
tirement  benefits  will  open  up  a  field  for 
aljuse  and  which  may  have-  the  effect 
of  making  a  severe  drain  on  the  trust 
fund.  That  question  was  given  very 
thorough  study  by  the  committee.  I 
may  say  in  that  connection,  that  every 
provision  in  this  bill  involving  expendi¬ 
tures  was  studied  with  the  greatest  of 
care  with  a  view  of  maintaining  the 
solvency  and  integrity  of  the  trust  fund. 


And  in  making  the  totally  and  perma¬ 
nently  disabled  eligible  for  benefits  the 
committee  wrote  into  the  bill  every  rea¬ 
sonable  safeguard.  I  want  to  point  out 
what  these  provisions  are. 

definition  of  disability 

First  of  all,  the  definition  of  total  and 
permanent  disability  is  very  strict; 
namely,  inability  to  engage  in  any  sub¬ 
stantially  gainful  activities  by  reason  of 
any  medically  demonstrable  physical 
or  mental  impairment  which  is  perma¬ 
nent.  In  addition  blindness  is  recog¬ 
nized  as  permanent  and  total  disability. 
Thus  the  definition  requires  not  merely 
total  disability  but  it  must  be  perma¬ 
nent  as  well.  Further  it  requires  not 
disability  for  the  individual’s  usual  oc¬ 
cupation,  but  rather  disability  for  any 
occupation.  Finally,  this  definition 
would  not  include  doubtful  cases  of 
aches  and  pains,  only  disability  which 
can  be  medically  demonstrable. 

There  are  a  number  of  insurance  pro¬ 
grams  in  force  already  in  this  country 
which  are  operating  successfully  under 
much  less  strict  provisions  than  provided 
in  the  pending  bill.  For  instance,  the 
civil-service  retirement  program  under 
which  many  Members  of  this  House  are 
covered  requires  only  disability  from  the 
usual  occupation.  Also  the  Railroad  Re¬ 
tirement  System  has  disability  benefits 
available  on  the  basis  of  the  usual  occu¬ 
pation.  The  insurance  programs  under 
the  Veterans’  Administration,  namely, 
national  service  life  and  United  States 
Government  life  insurance  likewise  have 
disability  benefits  available. 

But,  in  addition  to  this  very  strict  defi¬ 
nition  of  total  and  permanent  disability, 
additional  safeguards  are  provided  in  the 
bill,  as  follows: 

First.  Periodic  reexamination:  Just  as 
in  other  insurance  programs  which  pro¬ 
vide  disability  benefits,  the  pending  bill 
provides  for  reexamination  of  disability 
at  necessary  intervals  so  as  to  determine 
whether  the  disability  still  exists  and  is 
permanent  and  total  in  nature.  It  is 
recognized  that  medical  science  is  not  an 
exact  science  and  that  the  physician’s 
prognosis  is  subject  to  error.  This  pro¬ 
vision  for  reexamination  of  disability  is  a 
necessary  and  desirable  safeguard  in  the 
event  that  any  errors  are  made  in  the 
original  determination. 

Second.  Waiting  period  for  disability 
benefits:  Under  H.  R.  6000,  individuals 
will  have  to  wait  at  least  7  months  after 
they  are  actually  disabled  before  they 
receive  their  first  benefit  check.  This 
period  will  give  a  fairly  definite,  although 
not  conclusive  indication  as  to  whether 
the  disability  is  actually  total  and  per¬ 
manent.  It  may  be  pointed  out  in  this 
connection  that  once  again  the  start 
made  in  disability  benefits  under  civil- 
service  retirement  and  railroad  retire¬ 
ment  do  not  have  any  waiting  period 
whatsoever. 

SIZE  OF  BENEFITS 

Another  safeguard  against  undue 
drain  upon  the  trust  fund  lies  in  the 
limited  benefits  provision. 

Mr.  HEDRICK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COMBS.  I  yield  to  the  gentleman 
from  West  Virginia. 
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Mr.  HEDRICK.  Will  the  family  phys¬ 
ician  make  the  examination,  or  who  will 
make  it? 

Mr.  COMBS.  I  will  get  to  that  in  just 
a  moment. 

It  is  recognized  that  one  of  the  gen¬ 
eral  principles  of  the  old-age  and  sur¬ 
vivors  insurance  system  is  to  provide  de¬ 
pendent’s  benefits.  But  the  Ways  and 
Means  Committee  felt  that  a  conserva¬ 
tive  start  was  desirable  for  disability 
benefits.  Accordingly  in  H.  R.  6000  ben¬ 
efits  are  payable  only  to  the  disabled 
worker  and  not  to  the  dependents,  so 
that  the  amounts  involved  would  not  be 
so  large  as  to  possibly  encourage  malin¬ 
gering  in  some  instances.  The  minimum 
disability  benefit  will  be  $25  per  month 
and  the  maximum  payable  for  the  next 
few  years  will  be  about  $75  per  month, 
with  the  average  payment  being  some¬ 
where  in  the  neighborhood  of  $50  per 
month.  Under  the  other  insurance  pro¬ 
grams  which  are  being  administered  suc¬ 
cessfully  by  the  Federal  Government  av¬ 
erage  payments  can  run  as  high  as  $144 
per  month  under  railroad  retirement 
and  to  as  much  as  $400  per  month  under 
civil-service  retirement. 

COST  OF  ADMINISTRATION 

It  has  been  argued  that  the  introduc¬ 
tion  of  disability  benefits  in  the  social- 
security  program  would  require  a  vast 
horde  of  doctors  and  technicians  and 
even  hospital  and  medical  centers  to  ad¬ 
minister  its  provision.  In  that  connec¬ 
tion  it  has  been. pointed  out  that  under 
the  Veterans’  Administration  program 
very  large  medical  and  hospital  staffs 
and  facilities  are  maintained.  The  ad¬ 
ministration  of  the  total  and  permanent 
disability  of  the  pending  bill  would  re¬ 
quire  nothing  of  the  kind.  It  is  contem¬ 
plated  that  there  will  be  relatively  few 
doctors  employed  full  time  by  the  Social 
Security  Administration.  Rather  the 
determination  of  disability  will  be  made 
by  selecting  local  doctors  in  various  cities 
and  towns  throughout  the  land,  and  they 
will  receive  payments  on  a  fee  basis. 
The  few  doctors  in  full-time  Federal  em¬ 
ployment  will  review  the  determination 
of  disability  made  by  local  doctors  so  as 
to  ascertain  that  there  is  consistency 
and  accuracy  of  determination  of  disa¬ 
bility.  The  ascertainment  of  total  and 
permanent  disability,  .vhich  is  physical¬ 
ly  demonstrable,  is  a  relatively  simple 
matter. 

Now,  the  Veterans’  Administration  is 
required  to  maintain  a  large  staff  of  doc¬ 
tors  and.  hospitals  and  medical  facilities 
because  under  the  various  veterans’  pro¬ 
grams  determination  must  be  made  not 
merely  of  total  and  permanent  disability, 
which  is  a  relatively  small  part  of  the 
work  required,  but  also  of  various  partial 
disabilities  and  the  percentage  thereof. 
That  program  involves  determination  as 
to  whether  or  not  the  disability  is  serv¬ 
ice-connected  and  determination  not 
merely  of  temporary  or  total  disability, 
but  if  there  is  not  total  disability  it  is 
necessary  to  ascertain  the  percentage 
if  it  is  less  than  total.  Even  more  im¬ 
portant  than  this,  however,  is  the  fact 
that  under  the  various  veterans  pro¬ 
grams  the  disabled  individuals  must  be 
furnished  medical  care  of  a  continuing 
nature  rather  than  a  single  examination 


for  the  payment  of  periodic  cash  pay¬ 
ments. 

QUALIFYING  CONDITIONS 

Now,  let  us  notice  the  qualifying  con¬ 
ditions  which  the  totally  and  perma¬ 
nently  disabled  recipient  of  benefits  must 
meet  in  order  to  qualify.  In  order  to 
receive  disability  benefits  under  H.  R. 
6000  the  disabled  individual  must  show 
both  recent  and  substantial  covered  em¬ 
ployment.  In  order  to  be  insured  the 
worker  must  have  5  years  of  substantial 
covered  employment  out  of  the  last  10 
years  and  also  1  */2  years  of  such  employ¬ 
ment  out  of  the  last  3  years.  These  two 
tests  will  assure  that  disabled  workers 
will  have  actually  participated  in  covered 
employment  for  a  reasonable  length  of 
time  before  their  disability  occurred  and 
also  during  a  period  which  is  reasonably 
close  to  the  time  when  they  were  dis¬ 
abled. 

COST 

Now  about  the  cost.  The  disability 
benefits  provided  in  H.  R.  6000  have  been 
estimated  to  cost  0.5  percent  of  pay 
roll  on  a  level  premium  basis.  Since 
this  is  a  new  program  with  no  positive 
experience  in  regard  to  disability,  espe¬ 
cially  considering  the  strict  and  con¬ 
servative  provisions  which  we  have  in¬ 
corporated,  I  would  be  the  first  one  to 
affirm  that  the  cost  estimates  cannot  be 
exact.  The  minority  claims  that  the 
cost  might  well  go  as  high  as  0.7  or  0.8 
percent  of  the  pay  roll,  and  I  will  con¬ 
sent  that  this  is  possible,  but  on  the 
other  hand  it  is  just  as  possible  that  the 
cost  may  be  as  low  as  0.3  percent  of  pay 
roll.  At  any  rate  in  a  system  costing 
about  6  percent  of*pay  roll  on  a  level 
premium  basis,  and  it  can  hardly  be 
expected  that  a  good  old-age  and  sur¬ 
vivors’  insurance  program  of  any  type 
could  be  provided  for  much  less  than 
this,  if  the  cost  were  increased  by  0.3 
percent  or  even  0.4  percent  of  pay  roll 
due  to  disability  benefits  the  system 
would  be  in  no  financial  danger.  This 
is  n?t  a  cost  which  will  come  upon  us 
suddenly,  but  rather  is  one  which  will 
develop  gradually.  We  can  take  appro¬ 
priate  action  to  remedy  any  new  situa¬ 
tion  when  it  arises  and  further  perfect 
this  provision  in  the  light  of  experience.* 

The  fear  of  a  dependent  old  age  trou¬ 
bles  millions  of  our  people.  The  urge  to 
provide  against  being  dependent  upon 
others  is  universal  with  normal,  self- 
reliant  people.  This  bill  will  make  it 
possible  for  at  least  11,000,000  more 
Americans  to  provide  against  a  depend¬ 
ent  old  age.  It  is  a  sound  bill  and  I 
hope  we  will  pass  it  by  a  large  Vote. 

(Mr.  COMBS  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  need. 

Mr.  Chairman,  I  should  like  to  make  a 
statement  with  reference  to  a  matter 
that  I  think  has  not  been  discussed  as 
yet  in  the  debate.  In  the  division  of  the 
money  paid  to  old-age  pensioners,  the 
total  amount  to  be  paid  by  the  Govern¬ 
ment  to  any  individual  will  not  be  in¬ 
creased  under  the  bill  under  considera¬ 
tion,  but  the  formula  has  been  changed 
in  such  a  way  that  I  do  not  approve  of 
it  but  I  cannot  help  myself  very  much. 


Here  is  one  reason  why  I  cannot  approve 
it.  Eight  States  that  now  pay  less  than 
$25  a,  month  to  old-age  pensioners  will 
get  from  the  Federal  Government  $75,- 
000,000  without  necessarily  paying  1  cent 
for  it.  Those  States  are  Alabama,  Ar¬ 
kansas,  Georgia,  Kentucky,  Mississippi, 
North  Carolina,  South  Carolina,  and 
Tennessee. 

Mr.  MILLS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  JENKINS.  I  yield  to  the  gentle¬ 
man  from  Arkansas. 

Mr.  MILLS.  Will  the  gentleman  ex¬ 
plain  to  the  House  whether  or  not  the 
motion  to  recommit  to  be  offered  by  the 
Republican  side  will  change  that  in  any 
respect? 

Mr.  JENKINS.  It  does  not. 

Mr.  MILLS.  The  motion  to  recommit 
will  be  the  same  as  the  House  bill. 

Mr.  JENKINS.  These  States  I  have 
named  will  take  their  $75,000,000  and 
will  not  be  compelled  to  pay  a  single  cent 
more  than  they  pay  now.  All  of  this 
amount  will  be  paid  by  other  States. 
There  is  another  fact  with  reference  to 
this  matter  that  is  important.  Most  of 
the  Northern  States  pay  more  than  $35 
per  month  to  their  aged.  Any  State  that 
pays  more  than  $35  per  month  will  be 
paying  $2  for  every  $1  it  will  receive 
from  the  Government. 

This  bill  is  a  Santa  Claus  for  some 
States,  while  the  other  States  pay  the  bill. 

So  that  we  may  have  a  clear  idea  about 
this  matter  I  am  inserting  here  the  for¬ 
mula  in  the  present  law  and  the  formula 
in  the  bill  under  consideration. 

Under  the  present  law  the  payments 
are  made  as  follows:  Three-fourths  of 
the  first  $20  and  one-half  of  the  re¬ 
mainder.  If  a  State  wishes  to  pay  a  max¬ 
imum  of  $50  the  Federal  Government  will 
advance  three-fourths  of  $20  which  is  $15 
and  one-half  of  the  remainder  of  $30 
which  will  be  $15,  making  the  Govern¬ 
ment’s  part  $30  and  the  State’s  part  $20. 
The  formula  under  the  new  bill  will  call 
for  the  Government  to  pay  three-fourths 
of  the  first  $25  which  will  be  $20.  Then 
the  Government  will  pay  one-half  of  the 
next  $10  which  will  be  $5  and  one-third 
of  the  remainder  which  will  be  $5.  This 
will  have  the  Government  paying  $20 
plus  $5  plus  $5  which  will  be  $30.  The 
State  will  pay  $20.  A  State  which  is  pay¬ 
ing  $25  or  less  will  get  $5  without  paying 
anything. 

kfr.  DOUGHTON.  Mr.  Chairman,  I 
ask  unanimous  consent  that  the  gentle¬ 
man  from  Washington  [Mr.  Mitchell] 
may  extend  his  remarks  at  this  point  in 
the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
North  Carolina? 

There  was  no  objection. 

[Mr.  MITCHELL  addressed  the  Com¬ 
mittee.  His  remarks  will  appear  here¬ 
after  in  the  Appendix.-] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Oklahoma  [Mr.  Steed]. 

(Mr.  STEED  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  STEED.  Mr.  Chairman,  in  the 
few  minutes  allotted  to  me  I  will  address 
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my  remarks  to  a  single  provision  in  H.  R. 
6000,  although  I  will  say  at  the  outset 
that  I  intend  to  vote  for  this  bill.  I  think 
It  reflects  an  outstanding  job  on  the  part 
of  the  Committee  on  Ways  and  Means. 

In  particular  I  want*to  express  my  ap¬ 
preciation  to  the  committee  for  the  con¬ 
sideration  it  has  given  to  this  one  point 
in  which  I  have  such  an  exceptional 
interest — the  child-welfare  section.  I 
could  not  let  this  opportunity  pass  with¬ 
out  again  expressing  my  thanks  for  the 
kind  way  in  which  the  committee  per¬ 
mitted  me  to  present  my  views  during 
the  hearings  and  in  the  attention  it  gave 
to  an  amendment  I  proposed. 

This  amendment  is  now  contained  in 
title  III,  section  321,  subsection  “b,”  on 
page  175  of  the  bill,  under  subitem  10. 
It  reads  as  follows: 

(10)  Provide  for  prompt  notice  to  appro¬ 
priate  law-enforcement  officials  of  the  fur¬ 
nishing  of  aid  to  dependent  children  in 
respect  of  a  child  who  has  been  deserted  or 
abandoned  by  a  parent. 

Under  the  present  law,  because  the 
records  in  the  welfare  offices  throughout 
the  country  are  confidential,  it  is  not 
permitted  for  the  welfare  workers  to 
make  known  to  any  law-enforcement 
agency  or  official  any  evidence  of  the 
crime  of  child  desertion  that  might  come 
to  the  attention  of  these  welfare  workers. 
Personal  contact  and  investigation  has 
revealed  to  me  numerous  instances 
where  the  welfare  workers  needed  the 
aid  of  the  law-enforcement  agencies  to 
forestall  misuse  and  chiseling  on  welfare 
funds,  but  the  rule  on  confidential  files 
prevented  them  from  getting  it. 

This  amendment  simply  changes  that 
provision.  When  this  amendment  be¬ 
comes  law,  the  welfare  office  must  make 
known  these  facts  about  the  crime  of 
child  desertion  to  the  prosecuting  officer 
of  the  local  community.  This  then  per¬ 
mits  local  law  enforcement  officials  an 
opportunity  to  act  before  parents,  who 
abandon  and  neglect  their  children,  can 
escape  from  the  jurisdiction  of  the  local 
law  enforcement  agency. 

I  want  to  call  your  attention  again  to 
the  fact  that,  despite  the  fact  that  the 
aid-to-dependent-children  program  is 
one  of  the  finest  and  most  needed  of  all 
our  welfare  activities,  it  still  is  being  sub¬ 
jected  in  constantly  increasing  numbers 
to  the  more  despicable  type  of  abuse. 
The  rolls  of  dependent  children  are  grow¬ 
ing  almost  hourly,  and  investigation 
shows  that  a  large  part  of  this  increase 
can  be  charged  directly  to  the  fact  that 
we  have  too  many  parents  who  deliber¬ 
ately  and  maliciously  shirk  their  duties. 

It  is  true,  of  course,  that  we  have 
laws  in  every  State  against  the  crime  of 
desertion  of  children.  But  most  of  these 
counties  are  limited  in  funds  and  other 
facilities  for  enforcing  these  laws,  because 
in  far  too  many  cases  the  parents  who 
commit  the  crime  of  abandonment  skip 
the  country  and  escape  the  consequences 
of  their  acts. 

Very  careful  investigations  reveal  that 
at  least  35  percent  of  the  rolls  have  been 
created  by  the  children  of  parents  who 
could  and  should  support  their  children, 
but  who  will  not  do  so.  I  favor  putting 
:uch  parents  in  jail,  and  I  favor  giving 


the  child  the  benefit  of  the  doubt  so  that 
our  relief  program  in  no  way  is  denied 
those  who  need  it — whether  the  need 
come  from  neglect  or  otherwise.  But  I 
think  we  are  entitled  to  see  to  it  that 
parents  who  shirk  their  duties  pay  for 
their  crimes  against  their  children,  as 
well  as  against  society.  To  do  otherwise 
means  that  we  are,  through  our  child- 
welfare  program,  actually  subsidizing  the 
breaking  up  of  many  of  our  American 
homes. 

In  two  counties  in  my  State,  county 
prosecutors  went  into  court  and  obtained 
orders  compelling  the  welfare  agencies  to 
make  their  records  on  child-desertion 
cases  available.  The  results  in  both  in¬ 
stances  have  been  startling.  So  many 
cases  were  found  that  justified  the  filing 
of  charges  than  in  one  county  alone  more 
than  30  families  were  taken  off  the  rolls 
because  the  recalcitrant  parents  were 
forced  back  into  the  support  of  their 
own  families.  One  single  case  has  al¬ 
ready  resulted  in  the  saving  of  more  than 
$1,000  this  year.  It  should  be  pointed 
out  that  this  method  was  not  made  nec¬ 
essary  by  the  welfare  officer,  but  by  the 
law. 

When  these  cases  were  taken  off  the 
rolls,  the  welfare  offices  then  had  more 
funds  to  be  given  to  those  children  actu¬ 
ally  in  need.  Today,  the  rolls  are  so 
heavy  that  funds  are  not  sufficient  to 
give  the  aid  to  the  most  deserving  chil¬ 
dren  that  they  should  have.  Only  by 
forcing  these  chiseling  parents  to  care  for 
their  own  children,  as  the  law  and  com¬ 
mon  human  decency  dictate,  can  we 
hope  to  have  sufficient  funds  remaining  to 
carry  on  the  work  for  which  this  fine 
program  was  intended. 

It  is  silly  to  know  that  under  our  pres¬ 
ent  law  we  prohibit  two  of  our  govern¬ 
mental  agencies — the  welfare  office  and 
the  prosecuting  attorney — from  cooper¬ 
ating  together  to  punish  parents  who  will¬ 
fully  abandon  and  neglect  their  children. 
But  it  is  true,  nevertheless,  and  this 
amendment  is  designed  to  correct  the  sit¬ 
uation. 

There  are  many  other  steps  we  need  to 
take  to  deal  with  the  whole  problem  of 
child  desertion,  but  this  amendment  is  a 
simple  and  reasonable  one,  and  should  be 
speeded  into  law. 

Odd  as  it  seems,  the  very  protection  the 
confidential  nature  of  the  welfare  rec¬ 
ords  was  intended  to  give  to  the  recipi¬ 
ents  of  aid  has  become  the  one  big  loop¬ 
hole  through  which  this  sordid,  despica¬ 
ble  abuse  of  our  child-welfare  program 
has  developed.  I  know  every  Member  of 
this  House  agrees  with  me  that  we  are 
justified  in  taking  every  means  at  our 
command  to  see  to  it  that  the  able- 
bodied  parents  of  this  country  take  care 
of  their  own  children,  or  suffer  the  pen¬ 
alty  of  the  law  if  they  fail  to  do  so. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Ohio  [Mr.  Young]. 

Mr.  YOUNG.  Mr.  Chairman,  I  ask 
unanimous  consent  to  proceed  out  of 
order  for  3  minutes. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Ohio? 

There  was  no  objection. 
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Mr.  YOUNG.  Mr.  Chairman,  last  Fri¬ 
day,  the  junior  Senator  from  Ohio,  ad¬ 
dressing  the  Federation  of  Republican 
Women  at  Columbus,  Ohio,  said: 

We  must  get  rid  of  this  bureaucratic  power 
that  is  beating  American  citizens  into  serf¬ 
dom. 

Six  months  ago  he  and  other  admin¬ 
istration  critics  were  denouncing  the 
“Truman  depression.”  Remember?  They 
have  now  abandoned  that  issue.  In¬ 
stead  they  talk  about  serfdom  and  stat- 
ism.  In  politics  from  time  to  time  we 
get  new  words  and  new  slogans.  Before 
the  War  Between  the  States  there  was 
a  political  slogan  “Fifty-four  forty  or 
fight.”  Along  in  the  1880's  there  was 
another,  “Rum,  Romanism,  and  rebel¬ 
lion.”  Now  it  is  serfdom  and  statism,  a 
word  you  will  not  find  in  your  diction¬ 
ary.  These  same  people,  including 
Ohio’s  junior  Senator,  shouted  socialism 
16  years  ago  when  we  proposed  legisla¬ 
tion  to  guarantee  bank  deposits.  They 
said  relief  is  a  local  problem.  Later  they 
denounced  social  security,  and  price  sup¬ 
ports  for  our  farmers  as  creating  bureau¬ 
cratic  power  and  as  socialistic. 

The  statesman  who  said  in  1932  that  if 
Franklin  D.  Roosevelt  were  elected  Pres¬ 
ident  “grass  would  grow  in  the  streets  of 
every  city,”  recently  said  “we  are  on  the 
last  mile  of  collectivism,”  and  now  Ohio’s 
junior  Senator  says  that  American  citi¬ 
zens  are  being  beaten  into  serfdom. 
Liberty  has  in  fact  been  under  attack 
in  Europe  and  Asia  and  has  been  lost  in 
many  lands.  What  liberties  have  we  lost 
in  the  United  States  of  America?  Do  we 
not  have  the  liberty  of  free  speech,  the 
right  of  peaceful  assembly,  the  liberty  of 
religious  freedom?  Surely  our  citizens 
are  in  possession  of  all  liberties  they 
ever  enjoyed.  To  those  liberties  your 
Congressman  who  truly  represent  the 
people  intend  to  add  the  assurance  of  se¬ 
curity  for  the  aged  and  dependent.  This 
is  an  expansion  of  liberty. 

We  have  been  told  that  we  are  Ameri¬ 
can  citizens  beaten  into  serfs  now  on 
the  last  mile  to  collectivism.  Well,  if  we 
are  on  the  last  mile,  who  started  us  on 
the  first  mile?  I  would  like  to  ask  Ohio’s 
junior  Senator  and  others  who  talk  about 
statism  to  go  into  the  cities  or  farms  of 
this  Nation  and  tell  the  people  if  they 
are  in  favor  of  withdrawing  price  sup¬ 
ports,  eliminating  soil-conservation  and 
rural-electrification  programs,  if  they 
propose  to  repeal  guaranty  of  bank  de¬ 
posits,  social  security,  minimum-wage 
legislation,  unemployment  insurance, 
and  low-cost  housing? 

Now,  having  imbedded  this  in  the 
liquid  amber  of  my  remarks,  I  proceed 
to  discuss  two  important  aspects  of  the 
social-security  bill. 

RELATION  OF  SOCIAL  INSURANCE  TO  PRIVATE 
PENSION  PLANS 

Mr.  Chairman,  in  view  of  the  great  in¬ 
terest  throughout  the  country  at  present 
in  the  establishment  of  private  pension 
plans  through  collective  bargaining,  I  be¬ 
lieve  it  important  to  consider  for  a  few 
minutes  the  relationship  of  old-age  and 
survivors  insurance  to  such  private-pen¬ 
sion  plans. 
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Under  the  present  old-age  and  survi¬ 
vors  insurance  system,  the  monthly  ben¬ 
efit  which  a  retired  worker  receives  is  only 
about  $25.  Viewed  from  any  angle,  this 
amount  is  inadequate  to  supply  even  the 
minimum  needs  of  a  worker  who  may 
have  some  small  savings  and  who  may 
own  his  own  home.  Organized  labor  has 
pointed  this  out  for  a  number  of  years, 
and  I  think  it  might  also  be  said  that  all 
students  of  social  insurance  in  this  coun¬ 
try  agree.  At  the  same  time  that  organ¬ 
ized  labor  has  been  advocating  an  in¬ 
crease  in  benefits  through  social  insur¬ 
ance,  it  has  also  attempted,  with  some 
success,  to  obtain  additions  to  social  se¬ 
curity  through  private  pension  plans, 
union  health  and  welfare  plans,  and  so 
forth. 

If  social-security  benefits  are  contin¬ 
ued  at  the  present  inadequate  amounts, 
there  will  be  a  growing  and  perhaps  over¬ 
whelming  demand  by  the  most  highly  or¬ 
ganized  parts  of  labor  for  substantial 
supplementary  benefits.  While  such  ad¬ 
dition  is  very  desirable,  to  some  extent,  it 
does  raise  the  difficult  problem  that  if  all 
efforts  are  stressed  in  this  direction,  the 
general  level  of  social -security  benefits 
may  be  far  too  inadequate.  Thus,  many 
portions  of  labor,  which  are  not  as  highly 
organized,  or  are  not  as  persuasive  in 
their  demands  as  other  segments  of  la¬ 
bor,  will  receive  only  the  inadequate 
social -security  benefits. 

In  equity  to  all  portions  of  labor,  there 
should  be  at  least  fairly  adequate  social- 
security  benefits  first,  and  any  supple¬ 
mentary  benefits  should  be  built  on  top 
of  that  system.  Otherwise  there  is  likely 
to  develop  an  uncontrolled  competitive 
race  among  the  most  highly  organized 
groups  of  labor,  rather  than  an  orderly 
development  of  both  the  social-security 
system  and  a  logical  supplementation  in 
such  industries  as  can  afford  somewhat 
more  than  mere  basic  protection.  The 
time  is  ripe  to  develop  such  a  reasonable 
course  of  action  by  strengthening  and 
making  more  adequate  the  social-security 
system,  so  that  any  supplementary  plans 
being  developed  will  have  a  sound  floor 
upon  which  to  build. 

Moreover,  a  basic  floor  of  protection  is 
needed  because  of  the  traditional  mobil¬ 
ity  of  American  labor,  not  only  from  com¬ 
pany  to  company  but  also  from  industry 
to  industry  so  that  even  industry-wide 
systems  will  not  solve  all  of  the  problem. 
As  an  evidence  of  this  mobility,  consider 
the  fact  that  under  the  old-age  and  sur¬ 
vivors  insurance  system,  about  one-third 
of  those  covered  work  in  more  than  one 
covered  industry  during  a  single  calendar 
year.  Even  in  such  an  industry  as  coal 
mining,  which  is  often  thought  of  as  hav¬ 
ing  little  mobility,  about  20  percent  of 
those  whose  employment  in  1945  was  in 
this  industry  had  worked  in  another  in¬ 
dustry  during  the  year. 

Considering  all  this  mobility  during 
the  course  of  a  single  year,  there  must  be 
a  tremendous  amount  over  the  course  of 
a  working  lifetime.  Therefore,  of  pri¬ 
mary  importance  is  the  establishment  of 
an  adequate  social-insurance  program 
for  all  workers  before  we  consider  the  es¬ 
tablishment  of  necessary  and  desirable 
company  plans  or  industry-wide  plans. 


CREDITS  FOR  VETERANS  OF  WORLD  WAR  II 

Another  problem  which  is  deserving  of 
consideration  and  remedial  action  is  that 
of  my  comrades  of  World  War  II. 

Under  present  law,  veterans  of  World 
War  II  are  under  a  distinct  handicap  be¬ 
cause  their  military  service  has  the  effect 
of  reducing  their  average  monthly  wage 
on  which  benefits  are  based,  and  also  to 
some  extent  their  chances  of  being  in¬ 
sured.  The  social-security  amendments 
of  1946  did  make  stopgap  protection 
available  for  those  who  died  within  3 
years  of  discharge,  but  nothing  was  done 
on  a  long-range  basis. 

H.  R.  6000  takes  care  of  this  problem  in 
a  manner  which  is  extremely  fair  and 
equitable  and  which  has  been  urged  by 
various  veterans’  organizations.  This 
problem  is  solved  by  giving  every  World 
War  II  veteran  credit  for  wages  of  $160 
for  each  month  of  military  service.  This 
amount  of  $160  is  a  reasonable  amount 
and  certainly  reflects  not  more  than  the 
average  Wage  that  such  young  workers 
might  have  received  if  they  had  not  gone 
into  military  service. 

No  special  benefits  are  really  being 
given  these  veterans,  but  rather  the  dis¬ 
advantage  which  was  imposed  upon 
them  is  on  the  whole  being  lifted.  The 
cost  of  these  wage  credits  will  be  paid 
from  the  General  Treasury  from  time  to 
time  as  additional  benefits  arising  there¬ 
from  come  due.  In  the  great  majority 
of  instances  this  will  be  many  years  from 
now,  but  there  is  one  very  important 
group  which  will  be  affected  materially 
and  immediately,  namely,  the  widows 
and  orphans  of  men  who  died  in  service. 
In  these  cases  wage  credits  are  given  for 
each  month  of  military  service,  just  as 
for  veterans  who  survived  the  war.  In 
many  cases  such  widows  with  young 
children  are  now  receiving  old-age  and 
survivors’  insurance  benefits  even  though 
they  may  be  somewhat  reduced  because 
there  were  no  wage  credits  during  mili¬ 
tary  service.  Although  this  situation  is 
somewhat  inequitable,  there  is  another 
problem  which  the  bill  corrects  in  re¬ 
gard  to  men  who  were  covered  under 
the  social-security  program  when  they 
entered  military  service,  but,  because  of 
being  on  active  duty  for  a  considerable 
period  before  their  death,  'ost  their  in¬ 
sured  status.  Also,  many  other  veterans 
had  almost  acquired  insured  status  and 
would  have  done  so  if  they  had  not  en¬ 
tered  the  service  of  our  country. 

For  example,  consider  a  man  with  a 
wife  and  two  childrer  who  had  been  in 
covered  employment  at  $160  per  month 
for  3  years  from  age  21  to  age  24  when 
he  entered  military  service  in  1940.  If 
he  died  in  service,  he  would  have  lost  his 
insured  status  under  the  present  act. 
Under  the  provisions  cf  this  bill,  his  wife 
and  children  will  get  a  monthly  benefit 
of  about  $115  as  long  as  the  children  are 
under  18.  Even  if  he  had  died  before  3 
years  of  service  his  survivors  are  penal¬ 
ized  under  the  present  law  because  his 
average  monthly  wage  was  reduced  be¬ 
cause  of  his  military  service.  Thus,  if  he 
had  died  after  2  years  of  military  serv¬ 
ice,  his  family  would  now  receive  about 
$44  per  month  In  contrast  with  the  $57 
they  would  have  received  if  he  had  not 
entered  service,  and  with  the  $115  under 


the  bill — part  of  the  increase  being  due 
to  the  more  liberal  benefit  formula  and 
provisions  of  the  bill. 

In  all  of  the  cases  described  previously, 
the  granting  of  wage  credits  for  mili¬ 
tary  service  will  Either  increase  benefits 
or  make  benefits  available,  just  as  if 
these  young  men  had  not  answered  the 
call  to  the  colors.  No  one  can  deny  that 
these  survivors  are  rightfully  deserving 
of  these  benefits  which  we  today  propose 
to  vote  to  provide. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Pennsylvania  [Mr.  Rhodes]. 

Mr.  RHODES.  Mr.  Chairman,  I  con¬ 
sider  this  legislation  the  most  important 
to  come  before  the  Eighty-first  Congress. 
It  is  vital  to  the  millions  of  Americans 
who  rightfully  look  to  their  Government 
to  enact  sound  social-security  legislation. 
Surely  a  Nation  so  rich  as  ours  can  well 
afford  a  minimum  of  security  to  its  aged 
and  disabled  people. 

The  enactment  of  this  bill,  H.  R.  6000, 
is  also  of  great  importance  to  the  pros¬ 
perity  of  the  Nation  and  to  the  strength 
of  our  economy.  It  will  help  improve  the 
Nation’s  health  standards  and  the  moral 
fiber  of  our  people.  It  will  provide  a 
mighty  and  effective  barrier  against  com¬ 
munism. 

Improvement  of  the  social -security  law 
is  long  overdue.  In  almost  15  years  since 
the  inception  of  the  law,  no  substantial 
improvements  have  been  made.  Last 
year  a  step  backwards  was  taken  by  the 
Republican-controlled  Eightieth  Con¬ 
gress  when  it  removed  three-fourths  of  a 
million  people  from  under  coverage  of 
the  Social  Security  Act. 

Since  the  law  was  enacted  in  1935  living 
costs  have  soared.  Wages  and  profits 
have  mounted  steadily.  It  can  be  readily 
seen  that  benefits  under  the  present  law 
are  disgracefully  low  and  inadequate. 

This  bill  is  not  as  liberal  in  its  benefits 
as  some  of  us  would  like  it  to  be.  The 
age  requirement  for  benefits  remains  at 
65.  This  is  too  high.  Even  today  many 
workers  over  40  years  of  age  are  turned 
down  when  seeking  employment  because 
they  are  too  old. 

The  coverage  should  be  much  broader 
so  as  to  include  farmers  and  professional 
workers.  But  this  bill  does  mark  a  great 
step  forward.  It  will  bring  11,000,000 
additional  people  under  the  protection  of 
the  Social  Security  Act.  That  means 
that  about  42,000,000  of  America’s  work¬ 
ing  people  will  have  some  insurance 
against  want  and  despair  in  their  twi¬ 
light  years. 

It  will  boost  benefits  about  70  percent 
for  the  2,500,000  people  already  retired 
and  about  80  percent  for  insured  persons 
yet  to  retire,  or  to  their  survivors  if  they 
die. 

The  bill  also  liberalizes  and  substan¬ 
tially  increases  Federal  aid  to  States 
granting  public  assistance  to  needy  peo¬ 
ple  who  are  not  covered  by  the  insurance 
program. 

Disabled  persons  under  this  bill  would 
benefit  immediately.  They  would  not 
have  to  depend  upon  the  uncertainties 
of  charity  until  reaching  the  age  of  65, 
as  required  under  the  present  law. 

I  regret  that  greater  consideration  was 
not  given  to  old  people  and  to  the  dis- 
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abled  not  covered  by  the  insurance  plan. 
In  many  States,  including  my  own  rich 
State  of  Pennsylvania,  public-assistance 
laws  are  disgracefully  inadequate.  Many 
old  people  suffer  from  want  and  from 
mental  agonies  because  of  the  policies 
which  govern  relief  payments. 

Many  old  people  suffer  rather  than  to 
force  payments  from  married  children 
whose  incomes  are  not  sufficient  to  cover 
their  own  family  needs  and  plans  for  ed¬ 
ucation  of  their  children. 

The  age  requirements  for  public  as¬ 
sistance  under  many  State  laws,  as  in 
Pennsylvania,  should  be  lowered.  The 
means  test  should  be  discarded. 

I  trust  that  the  increase  in  Federal 
grants  to  the  State.-  as  proposed  in  this 
bill  will  help  in  bringing  about  a  more 
decent  and  just  policy  in  the  payment  of 
public  assistance  in  the  various  States. 

Despite  objections,  this  bill  if  enacted 
will  mark  a  great  triumph  for  the  Amer¬ 
ican  people.  It  is  the  very  heart  of  the 
great  liberal  program  promised  by  Pres¬ 
ident  Truman  to  the  people  of  the  Nation 
last  November. 

This  is  the  center  of  the  target  which 
the  opponents  of  social  progress  call  wel¬ 
fare  state  legislation.  It  has  been  vigor¬ 
ously  opposed  in  a  psychological  war  by 
reactionaries  who  carelessly  toss  around 
scare  words  to  frighten  the  American 
people. 

Behind  the  scenes  the  real  fight  has 
been  waged  to  kill  or  cripple  this  legis¬ 
lation.  For  many  months  it  has  been  in 
a  House  committee. 

Lobbies,  like  the  Committee  for  Con¬ 
stitutional  Government,  fronting  for 
selfish  reactionary  groups,  carried  on  a 
very  costly  and  extensive  campaign 
against  this  so-called  welfare  state  leg¬ 
islation. 

But  in  spite  of  all  the  money  and 
propaganda  used  to  frighten  the  people 
and  to  smear,  discredit  and  kill  this  leg¬ 
islation,  I  have  confidence  that  the  bill, 
H.  R.  6000,  will  be  approved  by  an  over¬ 
whelming  vote. 

It  will  be  most  interesting  to  watch 
the  votes  of  those  who  so  loudly  shout 
about  the  dangers  of  welfare  state  leg¬ 
islation.  If  there  is  any  welfare  legis¬ 
lation  before  Congress,  this  must  be  it. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
to  the  gentleman  from  Alabama  [Mr. 
Elliott]  such  time  as  he  may  desire. 

Mr.  ELLIOTT.  Mr.  Chairman,  I  rise 
in  support  of  H.  R.  6000,  to  amend  the 
Social  Security  Act,  which  bill  is  de¬ 
signed,  in  my  judgment,  to  meet  in  part 
a  great  need  of  the  American  people  for 
security  in  their  old  age. 

I  hope  that  this  bill  will  be  passed 
by  the  House  of  Representatives  this  af¬ 
ternoon  and  that  shortly  it  may  become 
the  law  of  the  land.  I  say  this  not' be¬ 
cause  I  think  this  bill  meets  all  pressing 
needs  for  security  for  the  aged  people 
of  this  counti’y,  but  I  do  feel  that  it 
is  a  step  toward  the  goal  of  working 
out  a  reasonable  security  for  the  older 
citizens  of  this  country.  The  need  for 
this  or  similar  legislation  is  very  great. 
When  the  first  social  security  law  was 
passed  in  1935,  it  was  thought  that  if  the 
beneficial  provisions  of  the  act  were  sup¬ 
plemented  with  what  we  call  old-age  as¬ 
sistance,  administered  by  the  various 


States,  that  the  social-security  system 
would  within  a  few  years  come  to  be 
a  good  system.  But,  Mr.  Chairman,  what 
has  happened?  Just  this. 

First.  The  Social  Security  Act  was  so 
limited  in  its  coverage,  that  instead  of 
fewer  and  fewer  people  being  dependent 
upon  old-age  assistance  with  the  pas¬ 
sage  of  time,  the  number  has  increased, 
and  today  there  are  a  great  many  more 
people  dependent  upon  old-age  assist¬ 
ance  than  are  dependent  upon  social- 
security  old-age  pensions  as  such. 

Second.  The  average  old-age  pension 
now  paid  under  the  existing  Social  Se¬ 
curity  Act  to  those  covered  by  the  act 
who  have  reached  the  age  of  65  is  a 
mere  $25  per  month.  These  old-age  pen¬ 
sions  under  the  Social  Security  Act  must 
be  raised  if  the  people  covered  by  the 
act  are  to  have  any  security  in  their  old 
age. 

Third.  As  already  stated,  the  number 
of  those  dependent  upon  old-age  assist¬ 
ance  is  increasing.  Under  present  law 
the  Federal  Government  will  match 
State  funds  to  provide  old-age  assistance 
payments  to  the  needy  aged  of  any  State 
up  to  a  total  payment  of  $50  per  month. 

But,  Mr.  Chairman,  the  result  of  such 
a  system  is  that  the  poorer  States,  such 
as  my  State  of  Alabama,  cannot  match 
the  available  Federal  fmids,  and  the 
needy  old  people  of  my  State  are  paid 
a  bare  $20  per  month.  Every  day  I  re¬ 
ceive  letters  from  the  needy  aged  of  my 
State  setting  forth  the  terrible  conditions 
under  which  they  must  try  to  live  on  $20 
per  month.  Under  the  present  system 
the  richer  States — those  able  to  match 
available  Federal  funds — become  richer. 
Their  needy  aged  people  receive  higher 
old-age  assistance  payments  and  those 
States  unable  to  match  available  Federal 
funds  become  poorer. 

My  feeling  about  this  matter  is,  and 
has  been  for  several  years,  that  we  should 
immediately  broaden  the  Social  Security 
Act  to  make  it  cover  all  segments  of  the 
population,  and  for  those  who  for  one 
reason  or  another  cannot  be  covered  by 
social  security  that  we  provide  a  Federal 
old-age  pension  of  at  least  $50  per 
month.  If  we  did  this,  the  needy  aged 
of  my  State  would  enjoy  the  same  degree 
of  security  in  the  evening  of  their  lives 
that  the  needy  aged  of  the  richer  States 
now  enjoy.  We  all  recognize  that  under 
the  present  high  cost  of  living  that  no 
needy  person  can  live  well  on  $50  per 
month,  and  that  figure  could  be  sup¬ 
plemented  by  the  States  in  such  amounts 
as  they  could  afford.  No ;  $50  per  month 
is  not  much  for  a  needy  aged  person. 
But  it  is  so  much  better  than  the  $20 
per  month  now  being  received  by  the 
needy  aged  of  my  State  under  the  public- 
assistance  program. 

The  first  bill  I  introduced  when  I  be¬ 
came  a  Member  of  Congress  was  a  bill 
to  provide  a  Federal  old-age  pension  of 
$50  per  month  for  needy  aged  people  of 
this  country.  I  am  sorry  that  we  do  not 
today  have  before  us  a  bill  embodying 
that  principle.  I  hope  this  Congress  will 
deal  with  this  need  at  an  early  date. 

The  Social  Security  Act  embraces  a 
program  whereby  a  wage  earner  and  his 
employer  each  contribute  an  equal 


amount  for  the  security  of  the  worker 

in  his  old  age. 

The  coverage  of  the  Social  Security  Act 
must  be  expanded.  This  is  shown  by 
the  fact  that  in  all  the  State  of  Alabama, 
with  it’s  3,000,000  people  there  are  only 
15,000  persons  now  drawing  old-age  pen¬ 
sions  under  the  Social  Security  Act.  As 
contrasted  with  this  figure  we  have  some 
71,000  people  now  receiving  old-age  as¬ 
sistance  through  the  county  and  State 
departments  of  public  welfare. 

I  am  for  the  present  bill  because  it 
provides  for  a  greatly  extended  coverage 
of  the  Social  Security  Act.  It  provides 
coverage  for  self-employed  persons,  ex¬ 
cept  farmers,  engineers,  doctors,  lawyers, 
publishers  and  a  few  other  groups.  Self- 
employed  persons  who  have  an  income 
of  $400  or  more  per  year  will  be  covered. 
Employees  of  State  and  local  govern¬ 
ments,  domestic  servants,  salesmen,  and 
several  other  categories  will  be  covered. 
I  am  also  for  this  bill  because  it  raises 
the  amount  of  pensions  or  retirement 
benefits  for  those  covered  by  the  act. 
The  very  minimum  pension  for  those 
covered  will  be,  when  we  pass  H.  R.  6000, 
$25  per  month  instead  of  the  present 
minimum  of  $10.  The  present  average 
pension  of  $25  for  those  covered  by  the 
Social  Security  Act  will  be  raised  to  an 
average  of  $44  per  month.  The  bill  also 
provides  for  a  maximum  family  benefit 
or  pension  for  those  covered  of  $150  per 
month  as  contrasted  with  an  $85  maxi¬ 
mum  under  the  present  law. 

Under  the  present  law  a  pensioner  un¬ 
der  the  Social  Security  Act  is  not  allowed 
to  earn  more  than  $15  per  month.  This 
is  an  unwise  provision,  and  I  am  glad  to 
see  that  the  present  bill  raises  this 
amount  which  a  beneficiary  is  allowed  to 
earn  to  $50  per  month.  This  country 
was  built  upon  a  foundation  of  hard  work, 
and  I  feel  that  the  Congress  should  be 
particularly  careful  not  to  infringe  upon 
this  principle.  In  other  words,  we  should 
not  prevent  a  retired  pensioner  from  do¬ 
ing  work  that  he  is  fitted  for  and  which 
he  desires  to  do. 

I  am  also  for  this  bill  because  it  pro¬ 
vides  for  wage  credits  for  veterans  of 
World  War  II  for  the  time  they  spent 
in  the  service.  Under  this  bill  they  will 
be  considered  as  having  earned  $160  per 
month  for  each  month  they  spent  in  the 
armed  services  during  World  War  II  and 
will  be  given  credit  for  the  amount  they 
would  have  paid  in  as  social-security 
taxes  on  a  wage  of  $160  per  month  had 
they  been  privileged  to  work  in  employ¬ 
ment  covered  by  the  Social  Security  Act. 

I  think  this  provision  is  fair  and  at¬ 
tempts  to  do  justice  to  our  veterans  of 
World  War  II. 

I  am  also  for  this  bill  because  it  sets 
up  a  system  of  pensions  for  those  cov¬ 
ered  by  the  act  who  become  permanently 
and  totally  disabled.  Those  workers  who 
become  permanently  and  totally  disabled 
would  have  their  disability  pensions  paid 
to  them  on  the  same  basis  as  their  old- 
age  pensions  are  paid  under  the  act  when 
they  retire  at  the  age  of  65. 

Just  before  I  left  home  last  December 
to  take  my  place  in  Congress,  one  of  my 
friends  who  had  become  permanently 
and  totally  disabled,  asked  me  to  come 
by  his  house.  He  was  a  man  about  68 
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years  of  age  and  had  been  covered  by 
the  Social  Security  Act  for  several  years 
until  arthritis  had  brought  him  down. 
He  urged  me  to  do  what T  could  to  extend 
the  benefits  of  social  security  to  those 
who  had  become  totally  disabled.  My 
vote  for  this  bill  today  will  be  my  answer 
to  his  request,  and  to  the  request,  whether 
expressed  or  not,  of  thousands  of  others 
like  him  all  over  this  country. 

This  is  fundamentally  and  primarily  a 
nation  of  150,000,000  human  beings.  Its 
problems  are  by  and  large  human  prob¬ 
lems.  They  require  a  human  solution. 
The  provision  of  disability  pensions  un¬ 
der  the  Social  Security  Act  is  wise  and 
just.  We  will  always  be  proud  of  our 
part  in  making  these  benefits  possible  for 
the  wage  earners  of  this  country. 

Many  times  I  have  had  self-employed 
people  speak  to  me  about  the  advantages 
of  social-security  pensions  and  express 
the  desire  that  they  could  be  provided 
with  these  benefits.  This  pending  bill 
will  provide  coverage  for  most  of  the  self- 
employed  people  in  this  country. 

I  am  very  disappointed  that  the  pend¬ 
ing  bill  did  not  extend  coverage  to  the 
farmers  of  this  country.  They,  as  a  class, 
are  as  much  Gr  more  so  in  need  of  the 
benefits  of  this  legislation  as  is  any  other 
class  of  our  population.  Roughly  70  per¬ 
cent  of  the  people  of  Alabama  live  on 
the  farm.  Over  half  of  our  farmers  are 
tenants.  Farming,  as  carried  on  in  my 
State,  requires  much  hard  physical 
work — hard,  manual  labor.  Many  of  our 
farm  people  break  down  in  their  old  age. 
Many,  through  no  fault  of  their  own,  be¬ 
cause  of  low  income,  are  unable  to  save 
much  for  their  old  age.  Under  present 
laws  many  of  them  are  dependent  in 
old  age  on  public  welfare  assistance.  The 
payments  to  them  are  small.  We  must 
devise  a  better  system.  I  shall  not  be 
satisfied  until  we  have  worked  out  a 
realistic  system  of  laws  providing  old-age 
pensions  for  our  farmers. 

This  bill  is  a  step  in  the  right  direc¬ 
tion.  We  must  meet  the  problem  of  old- 
age  security  head  on  and  solve  it.  I  am 
convinced  that  the  people  of  this  coun¬ 
try  are  willing  to  pay  for  and  support 
an  equitable  system  of  old-age  and  dis¬ 
ability  pensions.  Our  failure  to  provide 
such  will  further  confuse  the  issue  by 
allowing  various  groups  of  the  population 
to  set  up  various  and  conflicting  and 
overlapping  systems  that  will  oftentimes 
discriminate  against  those  groups  that 
need  old-age  security  most.  On  the  mat¬ 
ter  of  old-age  pensions  I  believe  the 
thinking  of  the  people  of  this  country  is 
away  ahead  of  the  thinking  of  the  Con¬ 
gress  on  the  subject.  Let  us  pass  this 
bill  and  then  go  to  work  to  cure  some 
of  the  remaining  weaknesses  of  the 
social-security  system. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  to  the  gentleman  from  Nebraska 
[Mr.  O’Sullivan],  such  time  as  he  may 
require. 

[Mr.  O’SULLIVAN  addressed  the  Com¬ 
mittee.  His  remarks  will  appear  here¬ 
after  in  the  Appendix.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  New  York  [Mr.  Klein], 


ALL  OP  THE  PEOPLE  ARE  THE  GOVERNMENT 

Mr.  KLEIN.  Mr.  Chairman,  it  goes 
without  saying  that  I  am  going  to  vote 
for  H.  R.  6000.  I  can  find  it  in  my  heart 
to  wish  that  the  bill  were  somewhat 
more  liberal  than  it  is ;  but  it  is  the  prod¬ 
uct  of  debate  and  discussion,  even  under 
a  closed  rule,  in  the  American  tradition, 
and  in  the  democratic  tradition,  of  legis¬ 
lation. 

I  have  just  returned  from  an  all-too- 
brief  tour  of  Europe,  where  I  saw  the 
tragic  results  of  undemocratic  rule  with 
my  own  eyes.  More  than  ever,  I  like 
the  American  way  of  doing  things,  po¬ 
litically  and  otherwise.  Under  our  sys¬ 
tem  of  free  and  open  debate  of  issues, 
our  sympathy  with  all  minorities,  our 
insistence  on  equal  protection  of  the 
laws  for  all  persons,  we  may  not  move 
as  fast  or  as  far  or.  as  efficiently  as  we 
might  under  a  dictatorship;  but  we 
move  more  safely. 

In  our  concept  of  political  relation¬ 
ships,  we  believe  that  all  of  the  people 
are  the  government. 

That  is  especially  true  of  the  Demo¬ 
cratic  Party,  which  introduced  into 
American  statute  law  the  original  So¬ 
cial  Security  Act  which  we  are  preparing 
to  extend  and  expand  here  today. 

The  Democratic  Party  believes  that 
American  citizenship  is  indivisible  and 
undiminishable. 

NO  SPECIAL  PRIVILEGES 

This  means  that  the  millionaire  has 
no  special  rights  or  privileges,  under  law, 
not  possessed  by  the  lowliest  and  poorest 
citizen;  that  a  penniless  Negro  is  equal 
before  the  law  to  a  wealthy  Daughter  of 
the  American  Revolution. 

It  means  that  in  the  philosophy  of 
government  expounded  in  administra¬ 
tion  and  legislation  by  the  Democratic 
Party  we  take  the  position  that  the 
American  social  and  political  structure 
is  integrated,  and  that  “government  of 
the  people,  by  the  people,  for  the  people” 
is  not  an  inspired  campaign  phrase  but 
a  concise  statement  of  sound  political 
philosophy. 

That  is  why  the  American  people  have 
five  times  chosen  a  Democratic  national 
administration,  in  free  and  open  elec¬ 
tions  in  which  the  right  of  all  opponents 
to  be  opponents  has  been  as  carefully 
guarded  as  has  the  right  of  Democrats 
to  be  Democrats. 

When  Franklin  D.  Roosevelt  was  first 
elected  President,  it  can  be  argued,  with 
no  reflection  on  his  greatness,  that  any¬ 
body  could  have  won  the  election;  but 
when  the  vast  legislative  program  he 
initiated  was  endorsed  four  consecutive 
times,  the  conclusion  is  inescapable  that 
the  American  people  want  the  Demo¬ 
cratic  platform. 

SOCIAL  SECURITY  ONLY  ONE  OF  MANY  POPULAR 
MEASURES 

Our  great  system  of  unemployment 
and  old-age  insurance,  which  we  lump 
under  the  general  name  of  social  secu¬ 
rity,  is  only  one,  if  perhaps  the  most  pop¬ 
ular,  of  the  many  reforms  and  advances 
made  under  Democratic  leadership  over 
the  last  18  years. 

Public  housing,  more  and  better  edu¬ 
cation,  conservation  of  natural  resources, 
public  utility  regulation,  a  sound  code  of 


laws  for  labor-industry  relationships, 
minimum  wages  and  maximum  hours — 
all  these  and  many  more  are  solid  accom¬ 
plished  facts,  brought  into  actuality  by 
the  courage  of  Democratic  leadership  in 
the  face  of  strenuous  opposition. 

It  was  such  opposition  which  makes 
the  bill  before  us  a  pressing  necessity; 
for  many  of  the  provisions  embodied  in 
H.  R.  6000  were  also  embodied  in  the  orig¬ 
inal  social  security  bill  when  it  was  in¬ 
troduced,  and  were  taken  out  of  the  bill 
in  1935  to  insure  passage  of  the  re¬ 
mainder. 

I  am  particularly  happy  that  the  com¬ 
mittee  has  seen  fit  to  offer  carefully 
worded  and  equitable  definitions  of  em¬ 
ployees  and  employers  which  will  do 
much  to  end  the  uncertainty  which  has 
bedeviled  some  employers  in  good  faith, 
and  which  has  enabled  a  small  minority 
of  grasping  and  unscrupulous  employers 
to  exploit  salesmen. 

I  am  happy  also  that  the  committee 
has  acted  to  provide  for  participation 
in  the  social-security  program  by  self- 
employed  workers,  and  regret  only  that 
it  has  not  felt  that  the  inclusion  of  pro¬ 
fessional  practitioners  of  the  arts  and 
sciences  is  timely. 

The  committee  especially  is  to  be  con¬ 
gratulated  upon  its  clearly  written  re¬ 
port,  which  will  stand  as  a  monument 
for  many  years  to  its  accomplishment, 
and  will  illuminate  the  intent  of  Con¬ 
gress  for  the  guidance  of  the  courts,  of 
the  administrative  agencies,  and  of  the 
American  people. 

NEW  YORK  ELECTION  ISSUES 

The  people  of  my  State  of  New  York 
will  be  called  upon  in  just  a  few  weeks 
to  elect  a  new  Senator.  Debate  this 
week  on  the  social-security  amend¬ 
ments  has  helped  to  clarify  the  issues. 

On  the  one  hand,  we  have  a  Democratic 
candidate  known  as  an  ardent  supporter 
of  the  New  Deal  and  the  Fair  Deal,  a 
man  who  greatly  distinguished  himself 
as  a  governor  of  New  York,  and  who  is 
pledged  to  do  everything  in  his  power  to 
advance  the  legislative  program  of 
President  Truman  for  responsible  and 
responsive  democratic  government. 

On  the  other  hand  we  have  a  Repub¬ 
lican  candidate  who  finds  his  personal  in¬ 
clinations  circumscribed  by  the  limita¬ 
tions  of  the  Republican  Party.  Already 
he  has  had  to  make  use  of  that  partic¬ 
ularly  offensive  and  meaningless  cliche, 
statism,  to  express  his  opposition  to 
progress. 

Needless  to  say,  I  firmly  expect  Gov. 
Herbert  Lehman  to  be  elected,  and  I  have 
offered  him  every  support  I  may  be  able 
to  provide. 

In  that  context,  because  it  is  so  rele¬ 
vant  to  today’s  debate,  I  wish  to  quote 
from  Governor  Lehman’s  introduction  of 
Mayor  O’Dwyer  last  night.  ’ 

Governor  Lehman  said: 

Our  philosophy  of  government  can  be 
simply  stated :  It  seeks  at  all  times  a  broader 
field  of  social  justice  and  of  opportunity  for 
all  groups  which  make  up  the  state. 

That,  Mr.  Chairman,  epitomizes  the 
spirit  in  which  we  will  pass  this  bill 
today,  and  many  another  bill  in  the 
future,  for  the  sake  of  human  welfare 
and  individual  dignity. 
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Mr.  COOPER.  Mr.  Chairman,. I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Washington  [Mr.  Jackson]. 

Mr.  JACKSON  of  Washington.  Mr. 
Chairman,  in  my  opinion,  the  expansion 
and  improvement  of  our  social-security 
system  is  one  of  the  pieces  of  “must”  leg¬ 
islation  for  this  Congress. 

I  do  not  speak  as  a  brand-new  friend 
of  social-security  expansion.  I  intro¬ 
duced  legislation  to  broaden  and  liberal¬ 
ize  the  system  in  October  1945,  and  again 
in  February  1948.  In  this  present  ses¬ 
sion  of  Congress,  I  introduced  another 
bill,  H.  R.  4876,  the  provisions  of  which 
I  will  summarize  below. 

While  I  regret  that  the  Committee  on 
Ways  and  Means  did  not  see  fit  to  adopt 
some  of  the  crucial  provisions  of  my  bill, 
I  have  nothing  but  commendation  for 
the  painstaking  way  in  which  the  com¬ 
mittee  has  scrutinized  every  problem  in 
this  vast  and  complex  field.  After 
lengthy  hearings  and  long  weeks  of  dis¬ 
cussion,  the  committee  has  reported  out 
a  fine  bill. 

I  am  going  to  vote  for  that  bill. 

Simply  stated,  H.  R.  6000  means  more 
benefits  to  more  people  under  more  lib¬ 
eral  conditions. 

The  philosophy  behind  this  may  also 
be  stated  simply. 

Citizens  of  the  United  States  in  their 
old  age,  or  in  time  of  need,  can  receive 
assistance  from  their  Government  in  two 
ways. 

One  way  is  through  relief — costly  to 
the  Government  and,  in  many  cases,  hu¬ 
miliating  to  the  individual.  This  is  a 
method  which  penalizes  the  industrious 
and  the  frugal. 

The  other  way  is  -through  an  insur¬ 
ance  scheme — under  which  the  benefits 
an  individual  receives  are  those  he  has 
worked  and  paid  for.  It  is  not  a  some- 
thing-for-nothing  scheme  at  all.  It  is  a 
way  of  having  people  plan  ahead  for  their 
old  age — and  an  inexpensive  way  at  that. 

One  of  the  principal  purposes  of  the 
original  Social  Security  Act  was  to  lessen 
the  financial  burden  of  old-age  assist¬ 
ance  on  the  Government.  A  paid-for 
program  was  to  replace  the  dole.  But 
because  we  let  the  system  stand  still 
while  the  economy  moved  on  rapidly, 
that  purpose  has  not  been  realized.  We 
simply  do  not  include  enough  people  in 
our  insurance  program.  Relief  still 
takes  care  of  many  more  people  than 
insurance. 

And  while  insurance  benefits  have 
stood  still,  the  total  of  relief  payments 
has  almost  doubled  since  1939. 

That  is  the  reason  for  the  extension  of 
coverage  proposed  in  H.  R.  6000. 

It  is  time  we  overhauled  the  system 
and  brought  it  up  to  date.  The  1939 
level  of  benefits,  inadequate  eyen  for  that 
year,  has  remained  untouched  while  the 
cost  of  living  has  risen  nearly  75  per¬ 
cent. 

That  is  the  reason  for  the  more  liberal 
benefits  proposed  in  H.  R.  6000. 

Let  me  summarize  very  briefly  the 
major  changes  proposed  in  the  bill  we 
are  now  considering: 

First.  It  extends  the  coverage  of  the 
program.  The  new  system  will  include 
11,000,000  more  people  than  are  pres¬ 
ently  covered,  in  these  major  cate¬ 
gories:  nonfarm,  nonprofessional  people 


v/ho  are  self-employed;  employees  of 
State  and  local  governments  (on  a  vol¬ 
untary  compact  basis) ;  some  domestic 
servants;  employees  of  nonprofit  institu¬ 
tions;  certain  Federal  employees;  agri¬ 
cultural  processing  workers;  and  sales¬ 
men  excluded  by  the  Gearhart  resolu¬ 
tion. 

Second.  It  increases  benefits. 

Higher  benefits — in  some  cases  almost 
twice  the  present  benefits — will  be  paid 
according  to  a  new  and  more  liberal 
formula. 

The  wage  base  for  contributions  and 
benefits  is  raised  from  $3,000  a  year  to 
$3,600. 

The  minimum  and  maximum  benefits 
are  raised;  and  the  benefits  will  be  in¬ 
creased  by  one-half  of  1  percent  for  each 
year  of  coverage — a  feature  which  I  con¬ 
sider  vital  to  the  bill  and  which  I  will 
stress  in  a  moment. 

Third.  It  liberalizes  the  conditions  un¬ 
der  which  benefits  may  be  received. 

Newly  covered  groups  will  begin  to 
draw  benefits  after  only  20  quarters  of 
coverage — the  present  minimum  is  26 
quarters. 

Beneficiaries  may  earn  $50  a  month — 
compared  with  the  present  $15 — with¬ 
out  sacrificing  their  benefits — certainly  a 
realistic  change. 

Conditions  under  which  the  lump-sum 
death  payments  may  be  received  have 
been  liberalized,  as  have  the  payments  for 
widows’  children. 

Fourth.  The  proposed  bill  takes  a. 
major  step  forward — a  step  long  over¬ 
due — in  including  in  the  insurance 
scheme  provision  for  permanent  dis¬ 
ability. 

No  one  can  budget  ahead  for  a  heart 
disease  or  arthritis — chronic  illnesses 
with  with  which  2,000,000  Americans  are 
now  afflicted.  What  these  diseases  do,  in 
effect,  is  to  force  upon  a  person  prema¬ 
ture  and  unchosen  retirement.  Only  5 
percent  of  these  people  are  disabled  as  a 
result  of  their  work — so  almost  no  one 
gets  relief  under  compensation  laws. 

Under  the  present  system,  a  person 
who  has  contributed  to  the  system  for 
a  number  of  years  may  lose  all  of  his 
benefits  merely  because  he  is  disabled 
before  he  becomes  eligible  for  them.  As 
the  committee  report  states,  such  a  work¬ 
er  “has  a  real  stake  in  the  system  which 
deserves  to  be  recognized.  He  should  not 
be  required  to  show  need  to  become  en¬ 
titled  to  benefits.” 

PROVISIONS  OP  JACKSON  SOCIAL-SECURITY  BILL 

I  have  said  that  I  intend  to  vote  for  this 
bill — and  I  do  so  without  hesitation,  even 
though  it  does  not  incorporate  some  of 
the  features  I  sincerely  believe  should  be 
included.  For  the  Record,  let  me  explain 
the  principal  provisions  I  believe  should 
eventually  be  adopted. 

EXTENSION  OF  COVERAGE 

First.  The  social-security  system 
should  be  extended  to  include  more  peo¬ 
ple — including  farmers,  lawyers,  engi¬ 
neers,  and  the  domestic  servants  who 
have  been  left  out  of  H.  R.  6000.  The 
Committee  on  Ways  and  Means  is  to  be 
commended  for  extending  the  coverage 
to  11,000,000  additional  persons,  but  the 
program  is  not  yet  complete.  If  extend¬ 
ed  to  another  8,000,000  working  people, 
with  a  minimum  benefit  of  $50  a  month, 


which  I  recommend,  we  would  at  last 
have  a  comprehensive  pension  system, 
with  payments  based  upon  a  right  earned 
through  work  and  contribution — not  a 
humiliating  program  of  dole,  with  a 
means  test.  It  would  be  a  system  con¬ 
sistent  with  our  American  ideas  of  fru¬ 
gality  and  enterprise. 

This  extended  coverage  would  not  be 
forced  on  these  people.  The  farmers  of 
my  State  have  asked  to  be  included  in 
the  program.  A  Nation-wide  Gallup  poll 
shows  that  60  percent  of  the  farmers 
of  the  Nation  wish  to  be  included.  The 
Grange  organization  in  my  State  of 
Washington  has  asked  that  its  members 
be  brought  under  the  program. 

After  All,  no  one  is  spared  the  expe¬ 
rience  of  growing  old. 

LIBERALIZED  BENEFITS 

Second,  there  are  four  ways  in  which 
I  believe  benefits  should  be  liberalized. 

First.  The  minimum  benefit  should  be 
raised  to  $50  a  month,  compared  with 
the  present  $10  and  the  $25  proposed  in 
H.  R.  6000. 

Second.  I  believe  that  the  wage  base 
used  for  computing  contributions  and 
benefits  should  be  $4,800  per  year  rather 
than  the  proposed  $3,600.  However,  I 
wish  to  commend  the  Committee  on  Ways 
and  Means  for  the  advance  it  has  made 
in  raising  the  level  to  $3,600,  despite 
powerful  proposals  to  keep  the  status 
quo. 

Third.  I  believe  that  the  “average 
wage”  used  to  determine  benefits  should 
be  the  average  of  the  most  favorable  5 
consecutive  years- of  earnings,  rather 
than  an  average  of  all  covered  years. 
This  would  eliminate  penalties  for  pe¬ 
riods  of  unemployment  and  noncover¬ 
age,  and  would  more  accurately  reflect 
a  worker’s  loss  of  earnings  at  the  time 
of  retirement. 

Fourth.  I  believe  that  there  should  be 
a  1-percent  increase  in  the  benefits  pay¬ 
ments  for  each  year  of  covered  employ¬ 
ment,  as  compared  with  the  one-half  of 
1  percent  recommended  in  H.  R.  6000. 
This  increase  is  a  most  important  con¬ 
cept  in  the  field  of  social  security. 
For  one  thing,  it  provides  an  excellent 
incentive  for  long  and  continuous  em¬ 
ployment  under  the  program.  For  an¬ 
other,  it  seems  only  fair  that  those  who 
have  been  long-time  contributors  to  the 
program  should  reap  greater  rewards. 

CONDITIONS  OP  ELIGIBILITY 

I  favor  the  liberalization  of  the  condi¬ 
tions  of  eligibility  in  two  major  respects. 
First,  I  believe  that  the  retirement  age 
for  both  men  and  women  should  be 
lowered  from  65  to  60.  Second,  I  believe 
that  a  newly  insured  person  should  be 
eligible  for  benefits  after  he  has  been 
covered  for  one-fourth  of  the  quarters 
since  1936.  That  would  make  a  person 
beginning  his  contributions  in  1950  elig¬ 
ible  for  benefits  in  the  second  quarter  of 
1953. 

INSURANCE  FOR  TEMPORARY  DISABILITY 

I  have  already  mentioned  the  signif¬ 
icant  acomplishment  of  the  Committee 
on  Ways  and  Means  in  including  in  H.  R. 
6000  provision  for  permanent  disability 
insurance.  I  do  not  mean  to  detract 
from  that  accomplishment  in  any  way 
when  L  suggest  that  the  system  should 
eventually  include  provision  for  tern- 
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porary  disability  as  well — an  illness  or 
injury  that  keeps  a  person  away  from 
his  work  for  less  than  6  months.  These 
temporary  illnesses  are  a  hardship  on 
a  family  no  less  than  a  permanent  dis¬ 
ability.  For  the  individual  it  is  impos¬ 
sible  to  plan  for  illness.  But  for  a  large 
group,  illness  is  a  predictable,  insurable 
risk.  Temporary  disability  insurance 
has  been  tried  in  three  States.  It  seems 
to  be  a  success. 

Mr.  Chairman,  no  one  who  is  aware 
of  the  widespread  unrest  in  the  field  of 
labor-management  relations  over  this 
question  of  security  in  old  age  can  help 
recognizing  the  need  for  a  more  compre¬ 
hensive,  liberalized  social-security  sys¬ 
tem,  in  tune  with  the  times,  which  will 
give  greater  benefits  to  more-beople. 

That  is  precisely  what  the  Committee 
on  Ways  and  Means  has  given  us  to  vote 
on  in  H.  R.  6000. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
15  minutes  to  the  gentleman  from  Ne¬ 
braska  [Mr.  Curtis!. 

(Mr.  CURTIS  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  CURTIS.  Mr.  Chairman,  a  great 
many  Members  of  the  House  have  raised 
the  question  as  to  how  much  increase  in 
benefits  is  provided  for  our  old  people  in 
this  legislation.  Those  of  you  who  have 
the  bill  H.  R.  6000  before  you,  if  you 
will  turn  to  page  119  you  will  see  a  chart 
that  shows  how  much  of  an  increase  the 
people  who  are  now  retired  and  are 
drawing  old-age  and  survivors  insur¬ 
ance  will  receive.  For  instance,  some¬ 
one  now  getting  $10  will  get  $25.  Some¬ 
one  now  drawing  $30  will  be  raised  to 
$50.80,  and  so  forth. 

I  am  glad  those  people  are  getting 
that  increase.  If  there  is  any  criticism 
against  the  Ways  and  Means  Commit¬ 
tee  in  the  deliberations  of  the  last  6 
months,  it  has  been  their  failure  to  do 
something  to  eliminate  the  injustices 
and  inequities  in  the  old-age  assistance 
program. 

That  same  table  which  appears  on 
page  119  in  H.  R.  6000  appears  in  the 
minority  bill  on  page  99. 

Mr.  DONDERO.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CURTIS.  I  yield. 

Mr.  DONDERO.  I  think  in  your 
statement  you  intended  to  say  to  cor¬ 
rect  the  injustices  and  inequities,  rather 
than  increase  them. 

Mr.  CURTIS.  I  thank  the  gentleman. 

The  minority  bill  increases  those  bene¬ 
fits  for  the  old  people  in  the  same  man¬ 
ner.  For  instance,  someone  now  draw¬ 
ing  a  minimum  of  $10  a  month  will  be 
raised  to  $25,  and  so  on  down  the  list. 

The  provisions  for  old-age  assistance 
are  the  same  in  H.  R.  6000  as  in  H.  R. 
6297,  which  will  be  offered  in  the  motion 
to  recommit. 

You  can  go  down  the  streets  of  any 
of  your  towns  and  meet  the  old  people 
who  are  drawing  old-age  and  survivors 
insurance  or  old-age  assistance  and 
assure  them  that  your  decision  today 
on  this  motion  to  recommit  does  not  take 
anything  away  from  them,  because  both 
bills  are  identical  in  that  regard,  per¬ 
taining  to  the  people  now  drawing 
benefits. 


There  are  some  things  about  the  in¬ 
surance  program  upon  which  there  is 
considerable  disagreement.  That  dis¬ 
agreement  has  not  always  followed  par¬ 
tisan  lines.  As  a  matter  of  fact,  one  of 
these  items  was  decided  one  way  in  the 
committee  and  a  little  later  the  commit¬ 
tee  reversed  itself  and  changed  its  mind. 

The  minority  bill,  for  instance,  bene¬ 
fits  older  people  and  people  who  have 
had  irregular  employment  and  who  are 
about  to  retire,  in  a  way  that  H.  R.  6000 
cannot  benefit  them,  because  the  bene¬ 
fits  are  fixed  on  an  average  monthly  wage. 
The  formula  for  arriving  at  the  average 
monthly  wage  in  the  minority  bill  favors 
the  old  workers,  the  irregular  workers, 
and  the  workers  who  are  about  to  retire. 
So  in  the  group  that  are  now  receiving 
benefits,  and  those  about  to  receive  bene¬ 
fits,  they  will  fare  better  or  just  as  well 
under  the  minority  bill  as  under  the 
majority  bill.  It  is  true  that  at  a  later 
time — and  it  will  take  some  years  to 
reach — H.  R.  6000  carries  what  we  call 
the  increment;  the  benefit  is  increased 
one  half  of  1  percent  for  each  year 
the  person  has  been^under  the  program, 
That  is  not  going  to  help  your  old  people 
now;  and  that  is  not  going  to  help  the 
people  on  old  age  assistance  who  have  a 
welfare  worker  call  at  their  home,  have 
them  make  out  a  budget,  and  then  give 
them  a  meager  amount  to  get  along  on. 

Here  is  another  change  in  the  minority 
bill :  The  minority  bill  continues  the  wage 
Jiase  upon  which  people  will  pay  taxes. 
The  minority  bill  continues  the  provision 
of  paying  the  employer  and  employee  tax 
on  the  first  $3,000  of  wages.  The  ma¬ 
jority  bill  raises  that  to  $3,600.  That  is 
a  bad  provision;  it  will  increase  the  taxes 
not  only  on  employees,  but  it  will  also  in¬ 
crease  the  taxes  on  everyone  who  is 
providing  jobs  for  others.  Furthermore, 
it  is  bad  because  $3,000  has  been  the  ceil¬ 
ing  for  unemployment  compensation  and 
many  other  State  programs.  So  you  are 
going  to  add  to  the  difficulty,  confusion, 
and  taxes  of  the  small  employers  of  the 
country  by  this  provision  of  H.  R.  6000. 

This  provision  was  adopted  by  the  Com¬ 
mittee  on  Ways  and  Means  at  one  time; 
we  settled  on  a  $3,000  wage  base,  but  it 
was  later  raised  to  $3,600. 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield. 

Mr.  COOPER.  Did  not  the  committee 
also  at  one  time  adopt  a  wage  base  of 
$4,200? 

Mr.  CURTIS.  They  may  have,  but  as 
I  recall,  it  lasted  only  5  minutes,  or 
some  such  short  time.  I  may  be  in  error 
about  that,  but  at  any  rate  it  shows  that 
there  is  considerable  disagreement  among 
the  people  who  studied  this.  There  is  a 
strong  case  to  be  made  out  for  the  $3,000. 
The  reason  for  asking  to  have  the  base 
raised  to  a  higher  figure  was  the  increase 
the  benefits.  There  may  be  an  argument 
in  favor  of  that,  but  to  raise  it  just  $600 
is  neither  fish  nor  fowl,  but  it  does  add 
a  lot  of  confusion  to  the  picture  so  far  as 
the  business  of  the  country  is  concerned. 

I  do  not  want  to  take  too  much  time, 
I  am  not  going  to  use  all  tjie  time 
allotted  to  me,  but  there  are  two  other 
differences  between  the  majority  bill 
and  the  minority  bill  that  I  wish  to 


mention,  one  of  them  is  that  the  ma¬ 
jority  bill  extends  the  Social  Security 
Act,  including  permanent  and  disability 
insurance,  to  Puerto  Rico  and  thq  Virgin 
Islands.  I  do  not  believe  we  should  at 
this  time,  without  the  investigation  that 
has  already  been  voted,  take  that  step. 
We  perhaps  are  forcing  on  to  them  a 
social-security  system  that  will  be  most 
disturbing  to  their  economy. 

Mr.  LYNCH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  CURTIS.  I  yield. 

Mr.  LYNCH.  Is  it  not  true  that  the 
social-security  system  will  not  be  forced 
upon  Puerto  Rico  until  the  Puerto  Rican 
Legislature  passes  upon  it  affirmatively. 

Mr.  CURTIS.  That  is  correct,  but  I 
do  not  think  we  should  even  go  that  far. 
This  House  had  a  good  reason  for  voting 
$25,000  to  send  the  committee  to  those 
two  places  to  investigate  this  matter. 
We  should  have  a  social-security  system 
for  Puerto  Rico  and  the  Virgin  Islands, 
but,  certainly,  it  should  be  studied  and 
determination  made  that  it  is  not  a  sys¬ 
tem  which  will  be  disrupting  to  their 
economy. 

Mr.  LYNCH.  Was  not  the  authoriza¬ 
tion  covering  the  $25,000  for  the  purpose 
not  of  determining  whether  or  not 
Puerto  Rico  should  get  the  minimum 
benefits  but  whether  or  not  Puerto  Rico 
should  be  placed  on  the  same  level  as  the 
States? 

Mr.  CURTIS.  I  think  not.  It  was 
for  the  committee  to  go  down  there  for 
the  purpose  of  studying  their  economy 
and  determine  the  question. 

Now,  may  I  mention  one  other  big 
issue  that  is  involved  here.  That  is  the 
question,  Shall  the-  United  States  Gov¬ 
ernment  go  into  health  insurance,  insur¬ 
ance  against  permanent  and  total  dis¬ 
ability?  I  am  not  going  to  argue  with 
the  individual  who  believes  that  that  is 
a  deisrable  step.  I  do  think  we  should 
consider  the  other  problems  immedi¬ 
ately  before  us,  the  situation  of  the 
Treasury,  the  tax  load  that  is  now  on  the 
people  and  the  present  burdens  on  our 
Government. 

I  call  your  attention  to  the  fact  that 
this  provision  for  permanent  and  total 
disability  insurance  is  just  the  begin¬ 
ning.  Not  many  people  can  ever  receive 
benefits  under  it.  This  means,  if  it  is 
started,  there  will  be  a  demand  and  a 
continued' demand  to  increase  it  into  a 
gigantic  and  costly  program. 

Every  Member  here  has  in  his  ac¬ 
quaintance  fine  people  back  home  who 
are  disabled.  You  know  individuals  who 
have  been  injured  or  they  are  ill,  they 
are  paralyzed,  maybe  they  were  born 
crippled.  The  passage  of  an  act  to  put 
the  Federal  Government  into  permanent 
and  total  disability  insurance  will  not 
help  any  of  them.  They  cannot  get 
insurance  without  a  wage  record.  Why, 
you  will  plunge  this  country  into  a  new 
venture,  a  very  costly  venture;  at  the 
same  time,  it  will  not  do  anything  for 
those  people  who  are  now  crippled,  those 
who  are  now  disabled,  those  who  become 
crippled  in  childhood,  or  in  future  years 
those  who  are  born  crippled.  There  will 
be  a  huge  gigantic  bureau  to  handle  this 
permanent  and  total  disability  insur¬ 
ance;  yet  nothing  for  the  poor  chap  who 
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was  born  crippled  and  has  never  known 
what  it  is  to  run  across  a  lot  and  throw 
or  bat  a  ball.  It  does  not  do  anything  for 
them.  Old  age  or  death  are  something 
sure  that  is  going  to  happen  to  all  indi¬ 
viduals.  So  it  is  all  right  to  tax  that 
individual  on  an  actuarial  basis  to  pay 
for  his  own  benefits.  All  of  the  people 
are  not  going  to  become  crippled  or 
physically  disabled.  It  is  something  the 
masses  will  pay  for  to  help  the  few. 
When  they  tax  me  to  pay  disability  bene¬ 
fits  I  want  those  disability  benefits  to  go 
to  the  chaps  who  are  born  crippled,  to 
the  individual  who  might  become  para¬ 
lyzed  before  he  ever  held  a  job,  to  the 
individual  who  is  crippled  now,  and  not 
as  just  an  addition  to  our  State  systems 
of  workmen’s  compensation  for  the  few 
who  might  benefit. 

Mr.  DOUGHTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CURTIS.  I  yield  to  the  gentleman 
from  North  Carolina. 

Mr.  DOUGHTON.  The  class  of  peo¬ 
ple  to  which  the  gentleman  is  referring 
are  taken  care  of  in  this  bill  under  pub¬ 
lic  assistance. 

Mr.  CURTIS.  In  both  bills. 

Mr  DOUGHTON.  One  other  ques¬ 
tion.  Those  who  come  under  the  total 
and  permanent  disability  features  have 
to  be  fully  covered  and*  there  must  be  a 
need.  They  will  not  get  a  dime  unless 
they  can  show  need. 

Mr.  CURTIS.  Under  the  insurance 
program  you  are  paying  disability  bene¬ 
fits  to  people  regardless  of  their  income, 
without  regard  to  the  property  they  own 
or  their  income. 

Mr.  Chairman,  I  am  firmly  convinced 
that  this  minority  bill  comes  nearer 
doing  what  down  in  the  hearts  the  ma¬ 
jority  of  the  Members  of  this  House  feel 
ought  to  be  done  than  H.  R.  6000.  I  am 
not  going  to  restate  the  argument  on  the 
closed  rule,  but  there  are  things  in  H.  R. 
6000  that  would  not  have  stayed  in  there 
had  we  had  a  chance  to  vote  on  amend¬ 
ments.  I  appeal  to  the  conservative- 
minded  Democrats  to  vote  down  H.  R. 
6000.  There  is  no  security  in  any  pro¬ 
gram  that  goes  too  far,  that  promises  too 
much,  that  costs  too  much,  that  loads 
the  future  with  too  great  a  cost.  H.  R. 
6000  will  cost  at  least  $1,000,000,000  a 
year  more  than  the  Kean  bill.  I  urge 
you  to  vote  for  the  motion  to'  recommit. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Louisiana  [Mr.  Boggs!  . 

Mr.  YOUNG.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOGGS  of  Louisiana.  I  yield  to 
the  gentleman  from  Ohio. 

Mr.  YOUNG.  Mr.  Chairman,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  at  the  point  in  the  Record  follow¬ 
ing  the  address  by  my  colleague  the 
gentleman  from  Louisiana  [Mr.  Boggs!  . 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Ohio? 

There  was  no  objection. 

Mr.  BOGGS  of  Louisiana.  Mr.  Chair¬ 
man,  and  members  of  the  Committee, 
my  distinguished  friend  and  colleague 
from  Nebraska,  in  concluding  his  re¬ 
marks  a  moment  ago,  made  the  state¬ 
ment  and  pleaded  with  the  Members  of 
this  body  not  to  vote  for  any  program 


which  cost  too  much,  which  went  too 
far,  or  promised  too  much.  Prior  to 
making  that  statement  he  made  quite  a 
plea  for  the  enactment  of  the  so-called 
minority  bill.  Prior  to  that  time,  when 
the  committee  report  was  drafted,  he 
wrote,  beginning  on  page  173  thereof, 
“Additional  minority  views.”  I  must 
confess  that  I  am  somewhat  confused 
by  my  good  friend,  because  in  the  ad¬ 
ditional  minority  views  he  makes  a  plea 
for  the  enactment  of  a  general  pension 
in  the  United  States  of  America,  and 
in  the  same  breath  he  condemns  the 
principle  of  old-age  and  survivors  in¬ 
surance.  Now  he  comes  before  this 
body  and  he  asks  us  to  vote  for  the  so- 
called  minority  bill  which,  in  principle, 
incorporates  the  same  thing  which  we 
have  incorporated  in  the  majority  bill 
on  old-age  and  survivors  insurance. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOGGS  of  Louisiana.  I  yield  to 
the  gentleman  from  Nebraska. 

Mr.  CURTIS.  I  want  to  thank  my 
distinguished  friend  for  calling  to  the 
attention  of  the  House  the  minority 
report.  I  hope  the  gentleman  will  cre¬ 
ate  some  interest  in  it  and  that  they  will 
read  it.  I  believe  that  the  present  so¬ 
cial-security  law  is  not  doing  the  job 
for  this  generation  of  aged,  and  it  is 
building  up  an  excessive  cost  for  the 
future.  The  Kean  bill  does  not  load  the 
future  to  the  extent  that  H.  R.  6000 
does. 

Mr.  BOGGS  of  Louisiana.  Please,  I 
yielded  for  a  question,  not  for  another 
speech. 

Mr.  CURTIS.  I  know,  but  I  wanted 
to  add  to  the  gentleman’s  splendid  ad¬ 
vertisement  of  my  views. 

Mr.  BOGGS  of  Louisiana.  I  am  very 
glad  that  the  gentleman  wants  me  to 
further  acquaint  the  Members  of  this 
body  with  his  minority  report.  I  will 
read  for  the  benefit  of  this  body  the 
recommendations  of  the  gentleman  from 
Nebraska,  and  I  will  ask  the  Members  of 
this  body  which  is  the  more  construc¬ 
tive  and  which  is  the  more  conservative 
bill,  whether  the  committee  bill  is  sound, 
practical,  economical,  conservative,  and 
makes  good  sense,  or  whether  the  gen¬ 
tleman’s  proposition  is  statism,  social¬ 
ism,  welfare  state  and  all  of  the  other 
platitudinous  words  that  have  been 
thrown  around  here  today. 

I  quote  from  page  183  of  the  report 
the  language  of  the  gentleman  from 
Nebraska  [Mr.  Curtis!  : 

CONCLUSION 

I  have.  In  the  foregoing  paragraphs — 

In  those  foregoing  paragraphs  he  criti¬ 
cizes  the  old-age  and  survivors  insurance 
program  which  he  just  defended  a  mo¬ 
ment  ago  here  as  incorporated  in  the 
Kean  bill. 

I  have  presented  only  some  general  ideas 
of  how  I  would  overhaul  the  insurance  pro¬ 
gram.  To  put  these  ideas  in  somewhat  more 
concrete,  but  not  at  all  final,  form,  I  am 
submitting  the  following  outline  of  tenta¬ 
tive  benefit  proposals: 

1.  Payment  of  old-age  benefits  to  all  citi¬ 
zens  who  have  reached  retirement  age  or 
over,  to  the  widows  of  deceased  citizens  and 
to  their  orphaned  children  under  18. 

2.  Payments  within  each  category  (aged, 
orphaned,  and  so  forth)  to  be  uniform  in 
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amount,  though  amounts  for  different  cate¬ 
gories  may  differ. 

3.  No  needs  test  or  work  clause,  except 
that  other  federally  supported  benefit  pro¬ 
grams  would  be  offset. 

Now,  Mr.  Chairman,  that  is  the  Town¬ 
send  plan. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mx-.  BOGGS  of  Louisiana.  I  yield  to 
the  gentleman  from  Massachusetts. 

Mr.  McCORMACK.  It  would  cost 
about  $15,000,000,000  a  year. 

Mr.  BOGGS  of  Louisiana.  I  will  come 
to  that  in  a  moment. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOGGS  of  Louisiana.  I  yield  to 
the  gentleman  from  Nebraska.- 

Mr.  CURTIS.  I  would  just  remind 
the  Committee  that  any  proposal  of  mine 
is  not  being  offered  as  a  motion  to  re¬ 
commit.  It  is  not  before  the  House. 
Why  not  read  all  my  recommendations 
and  not  stop  with  only  a  part  of  them. 
The  gentleman  knows  that  I  do  not  ad¬ 
vocate  a  costly  program. 

Mr.  BOGGS  of  Louisiana.  What  the 
gentleman  is  saying  is  that  his  proposal 
is  unsound,  do  I  understand  that? 

Mr.  CURTIS.  No. 

Mr.  BOGGS  of  Louisiana.  Go  right 
ahead. 

Mr.  CURTIS.  I  am  just  calling  the  at¬ 
tention  of  the  Committee  to  the  fact 
that  that  is  not  contained  in  the  mo¬ 
tion  to  recommit,  which  contains  the 
bill  of  the  gentleman  from  New  Jersey 
[Mr.  Kean!. 

Mr.  BOGGS  of  Louisiana.  What  the 
gentleman  has  said,  as  I  understand,  is 
that  he  is  for  this  program  I  have  just 
read,  which  is  the  Townsend  plan,  and 
which  would  cost  the  taxpayers  of  the 
United  States  at  least  $15,000,000,000  per 
annum  out  of  the  Treasury  of  the  United 
States. 

Now  let  us  talk  about  costs.  Let  us 
look  at  that  for  a  moment.  What  is 
the  committee  bill  seeking  to  do?  The 
committee  bill  says,  in  keeping  with  the 
recommendations  of  the  advisory  com¬ 
mittee  appointed  by  the  Finance  Commit¬ 
tee  of  the  Senate  in  the  Eightieth  Con¬ 
gress,  headed  by  a  Republican  Senator, 
and  in  keeping  with  the  recommendations 
of  the  majority  of  the  members  of  this 
committee  after  hearing  evidence  for  6 
months,  it  is  the  considered  judgment  find 
policy  of  the  committee  that  those  par¬ 
ticipating  in  this  program  shall  con¬ 
tribute  to  its  cost.  That  is  a  sound  prop¬ 
osition.  That  means  that  the  men  and 
women  who  benefit  pay  for  those  benefits. 
But  the  gentleman  from  Nebraska  says 
that  the  cost  will  bankrupt  the  Govern¬ 
ment  of  the  United  States.  On  page  179 
in  his  minority  views  he  points  out  the 
cost  in  10,  20,  30,  40,  and  50  years,  and 
so  forth,  and  finally  he  gets  up  to  the 
figure  of  $11,700,000,000.  That  $11,700,- 
000,000,  if  it  be  accurate,  and  I  presume 
it  is,  is  derived  from  the  contributions  of 
the  employers  and  the  employees.  It  is 
not  taken  out  of  the  general  funds  of 
the  Treasury  of  the  United  States  of 
America. 

But  what  would  happen  If  the  plan 
proposed  by  the  gentleman  from  Nebras¬ 
ka  [Mr.  Curtis!  were  adopted?  Let  me 
give  you  some  figures  on  the  cost  of  his 
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proposal — and  I  will  be  modest  about  it. 
If  the  flat  payment  were  to  be  $20  a 
month — mind  you,  that  is  $5  less  than 
the  minimum  benefit  provided  in  the  pro¬ 
posed  legislation — the  annual  cost  out 
of  the  Treasury  of  the  United  States 
would  be  $2,800,000,000.  If  it  were  $30 
a  month,  it  would  be  $4,200,000,000.  If 
it  were  $40  a  month  it  would  be  $5,600,- 
000,000.  Again,  not  out  of  the  reserve 
fund  built  up  by  the  contributions  of 
employers  and  employees,  but  out  of  the 
general  fund  of  the  United  States  of 
America. 

Mr.  CURTIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOGGS  of  Louisiana.  I  yield 
briefly  for  a  question. 

Mr.  CURTIS.  If  you  are  opposed  to 
doing  something  for  all  of  the  old  people 
of  the  country,  why  is  it  that  Louisiana 
has  8  out  of  10  old  people  on  old-age 
assistance,  when  the  national  average  is 
only  about  2  out  of  10? 

Mr.  BOGGS  of  Louisiana.  I  am  very 
glad  the  gentleman  brought  that  up,  be¬ 
cause  that  proves  under  the  existing 
program,  if  the  States  are  willing  to  make 
the  sacrifices  required,  something  can 
be  done  for  the  old  people.  Let  me  say 
to  the  gentleman  he  made  this  vigorous 
plea  here  a  moment  ago  about  what  we 
had  failed  to  do  for  the  old  people.  The 
gentleman  appeared  before  the  Com¬ 
mittee  on  Rules  against  this  bill.  Now 
he  comes  here  advocating  the  Townsend 
plan  and  he  says  he  is  going  to  save  the 
Government  money.  I  say  consistency, 
thou  art  a  jewel  indeed. 

Mr.  CURTIS.  The  gentleman  from 
Nebraska  has  not  advocated  the  Town¬ 
send  plan  or  any  plan  costing  the  ridic¬ 
ulous  amount  stated  by  the  gentleman 
from  Massachusetts  [Mr.  McCormack!. 
I  do  favor  a  social -security  program  that 
treats  all  our  old  people  alike  and  I  want 
to  end  the  abuses  under  old  age  as¬ 
sistance.  You  are  reading  part  of  my 
recommendations  and  not  all  of  them,  to 
becloud  the  issue  that  is  involved,  which 
is  the  motion  to  recommit. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Louisiana  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  additional  minutes  to  the  gen¬ 
tleman. 

Mr.  BOGGS  of  Louisiana.  Mr.  Chair¬ 
man,  the  Members  of  this  body  do  not 
want  to  be  deceived.  There  is  no  Mem¬ 
ber  who  has  sat  in  the  House  of  Repre¬ 
sentatives  more  than  30  days  who  does 
not  know  what  the  Townsend  plan  is. 
The  Townsend  plan  is  a  general  pension 
for  everybody  reaching  the  age  of  65  or 
60.  The  only  difference  between  the  gen¬ 
tleman’s  proposal  and  Dr.  Townsend’s 
proposal  is  in  the  amount — that  is  all — 
plus  the  fact  that  he  discriminates 
against  the  veterans. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BOGGS  of  Louisiana.  I  yield. 

Mr.  McCORMACK.  In  connection 
with  the  motion  to  recommit,  I  should 
think  it  ought  to  be  impressed  upon  any 
of  the  Members  who  might  believe  in 
something  like  the  Townsend  plan  that 
that  is  not  even  in  the  minority  report. 

Mr.  BOGGS  of  Louisiana.  No.  As  a 
matter  of  fact,  the  motion  to  recommit, 


or  in  other  words,  the  bill  of  the  gentle¬ 
man  from  New  Jersey,  is  certainly  not  the 
Townsend  plan.  In  other  words  the 
gentleman  from  Nebraska  just  made  a 
speech  for  a  measure  to  which  he  is  op¬ 
posed  according  to  the  views  expressed  in 
his  own  minority  report  and  published  in 
the  official  committee  report. 

Mr.  Chairman,  the  Members  of  this 
body  must  know — they  must  know — that 
the  problem  which  confronts  the  United 
States  of  America  in  working  out  this 
situation  is  to  bring  before  the  people  of 
the  United  States  the  soundest  and  most 
constructive  program  that  we  can  devise 
under  existing  conditions.  I  believe  if 
you  will  approach  the  work  of  this  com¬ 
mittee  fairly  and  if  you  will  analyze  the 
testimony  before  the  committee — if  you 
will  note  the  names  of  the  distinguished 
men  and  women  who  testified  before  our 
committee,  I  think  you  will  say  your 
Committee  on  Ways  and  Means  has  done 
a  good  job  and  is  moving  in  the  right 
direction  toward  bringing  about  a  con¬ 
structive  social-security  program  and  is 
not  engaging  in  any  demagoguery  to  fool 
anyone,  whethef  they  be  old  people, 
widows  and  orphans,  or  what  have  you. 

Mr.  Chairman,  I  yield  back  the  bal¬ 
ance  of  my  time. 

Mr.  YOUNG.  Mr.  Chairman,  I  assert 
the  people’s  Representatives  can  provide 
reasonable  social  security  for  the  less 
fortunate  among  us  without  in  any  way 
sacrificing  that  liberty  which  we  know 
as  the  American  way  of  life.  An  ade¬ 
quate  old-age  insurance  program,  rea¬ 
sonable  aid  to  the  unfortunate  and  exten¬ 
sion  of  retirement  benefits  is  not  stat- 
ism  nor  is  it  socialism.  Your  Congress 
is  determined  that  aid  for  the  aged  shall 
be  based  on  an  insurance  system  instead 
of  a  mere  pension  system.  We  have 
broadened  coverage,  benefits  have  been 
greatly  increased.  A  worker  who  would 
now  retire  at  $31  monthly,  which  is  the 
present  average  payment,  will,  under  the 
new  bill,  get  approximately  $56  monthly. 

Personally,  I  consider  it  but  a  matter 
of  time  before  farmers  and  farm  laborers 
will  ask  Congress  to  include  them  within 
the  social-security  program.  When  they 
fully  understand  the  benefits  of  the  Fed¬ 
eral  social  security  system,  they  will  plead 
with  their  Representatives  to  admit  them. 
Farmers  not  only  pay  for  the  benefits 
which  industrial  workers  receive  because 
certainly  a  part  of  the  pay-roll  tax  is 
added  to  the  cost  of  products  they  buy, 
but  they  are  also  paying  State  taxes  to 
meet  local  old-age  assistance  and  relief 
burdens.  I  am  convinced  that  all  gain¬ 
fully  employed  men  and  women,  except 
public  employees  such  as  teachers  who 
have  their  own  pension  systems,  should 
be  included  under  our  social-security  pro¬ 
gram.  We  face  the  problem — should  we 
make  the  social-security  system  finan¬ 
cially  sound  so  that  it  will  maintain  it¬ 
self,  or  should  we  permit  the  present  tax 
to  be  frozen  at  IV2  percent  against  em¬ 
ployer  and  the  same  tax  against  employee, 
providing  any  deficit  be  paid  from  the 
general  revenue.  Obviously,  such  a 
scheme  would  be  unfair  to  taxpayers  who 
are  not  covered  in  employment.  There¬ 
fore,  in  this  social-security  legislation 
Instead  of  compelling  any  citizen  to  pay 


Federal  taxes  for  benefits  paid  to  other 
citizens,  we  provided  this  bill  which  will 
enable  the  social-security  system  to 
carry  itself,  the  schedule  of  taxes  rising 
from  iy2  percent  against  employer  and 
employee  in  1951  is  gradually  increased 
up  to  1970  and  the  social-security  sys¬ 
tem  carries  itself.  Of  course,  as  for  the 
self-employed,  they  are  both  employer 
and  employee  and  must  pay  a  greater 
tax  than  fixed  for  employees  only. 

Under  this  social-security  program,  we 
of  this  generation  do  not  impose  upon 
our  grandchildren  to  find  the  money  to 
pay  benefits  we  have  promised.  This  is 
a  pay-as-you-go  social-security  program. 

It  is  sound  in  every  respect.  It  represents 
the  greatest  legislative  achievement  of 
your  House  of  Representatives  within  the 
past  10  years.  We  provide  a  social-se¬ 
curity  system  under  which  people  may 
retire  in  comfort  instead  of  on  a  mere 
subsistence  level. 

It  may  be  taken  for  granted  that  this 
Congress  will  liberalize  social-security 
payments.  The  dignity  of  every  indi¬ 
vidual  in  the  Nation  is  involved.  Some¬ 
thing  deep  inside  a  person  is  offended  if 
after  a  lifetime  of  productive  work  all 
he  gets  is  a  hand-out.  If  we  are  not 
going  to  have  social  insurance,  we  must 
have  relief. 

Social -security  amendments  increasing 
welfare  benefits  and  expanding  coverage 
is  the  most  important  legislation  to  be 
considered  in  the  House  of  Representa¬ 
tives  before  adjournment  of  this  session. 
Salesmen,  self-employed,  except  certain 
professional  self-employed,  domestic 
servants,  and  other  workers  not  now 
eligible  for  social-security  benefits  upon 
attaining  the  age  of  65  will  be  covered. 
Old-age  security  and  social-security  pay¬ 
ments  generally  will  be  increased. 

Last  year  C.  E.  Wilson,  president  of 
General  Motors,  received  $516,000  salary 
and  bonus.  He  made  $258  an  hour.  Gen¬ 
eral  Motors  voted  him  $25,000  per  year 
retirement  pension  effective  when  he  de¬ 
cides  to  retire.  If  American  industry — 
big  business — can  afford  to  pay  pensions 
to  retired  officials  who  do  not  need  them, 
is  it  state  socialism  when  the  people’s 
representatives  impose  a  tax  on  industry 
and  on  the  employees  to  pay  retirement 
pensions,  or  social-security  payments,  to 
those  who  do  need  them? 

We,  in  the  Committee  on  Ways  and 
Means,  worked  in  lengthy  daily  sessions 
for  26  weeks  dealing  exclusively  with 
social-security  problems.  This  is  the 
first  extension  and  liberalization  of  the 
Social  Security  Act  in  10  years.  Benefits 
for  existing  beneficiaries  will  be  increased 
from  50  to  150  percent.  Minimum  pri-  «, 
mary  benefits  have  been  increased  153 
percent.  Minimum  family  benefits  have 
been  increased  from  $85  to  $150  per 
month.  A  good  prediction  is  that  the 
public  generally  will  be  pleased  with  this 
legislation  and  that  following  its  passage 
in  the  House  of  Representatives,  the 
other  body  will  act  favorably  on  this 
legislation  early  next  year.  Federal  con¬ 
tributions  to  the  States  have  been  in¬ 
creased  $160,000,000  yearly  for  the  needy 
aged,  the  blind,  and  for  dependent  chil¬ 
dren.  This  social-security  proposal  also 
provides  that  a  worker  drawing  retire¬ 
ment  benefits  may  now  earn  up  to  $50 
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a  month  instead  of  the  present  limit  of 
only  $15  without  losing  retirement  pay. 

H.  R.  6000  was  written  following  ex¬ 
tensive  public  hearings  and  every  pro¬ 
vision  in  this  fine  bill  is  there  because 
of  either  unanimous  vote  or  majority 
vote  of  the  Committee  on  Ways  and 
Means. 

There  was  no  evidence  that  the  ma¬ 
jority  of  farmers,  lawyers,  doctors, 
dentists,  and  other  professional  men  de¬ 
sired  to  be  covered  by  social  security. 
There  was  ample  evidence  that  other 
self-employed  did  desire  to  be  covered 
by  provisions  of  the  social-security  law. 

The  last  Congress,  by  limiting  the 
definition  of  employees,  removed  nearly 
700,000  individuals  from  social-security 
benefits.  We  have  repealed  that  pro¬ 
vision  and  restored  those  individuals. 
In  addition,  we  have  provided  that 
workers  who  have  paid  for  coverage 
under  social  security  and  who  then  be¬ 
come  totally  and  permanently  disabled 
will  immediately  receive  social-security 
payments  and  enjoy  benefits  for  which 
they  paid  while  working  and  of  sound 
health.  At  the  request  of  employers  of 
nonprofit  institutions,  we  have  admitted 
on  a  voluntary  basis  600,000  employees 
of  charitable  institutions  such  as 
churches  and  welfare  organizations. 

Regularly  employed  domestic  servants, 
other  than  those  employed  in  farm 
homes,  will  now  be  included  within  social 
security  and  these  700,000  persons  surely 
need  the  benefits  of  social  security.  Pub¬ 
lic  employees  already  under  retirement 
systems  are  covered  only  if  upon  a  refer¬ 
endum  by  a  two-thirds  vote  of  the  mem¬ 
bership  they  choose  to  enter  the  social- 
security  system.  The  enabling  act  for 
this  purpose  must  be  provided  by  State 
or  local  legislation. 

The  social-security  bill  would  increase 
old-age  and  survivors  insurance  benefits 
materially.  For  instance,  it  will  boost 
from  $41  to  $79  a  month  the  social-secu¬ 
rity  payment  for  a  man  over  65,  with 
a  wife  over  65,  who  has  been  in  the 
program  for  10  years  at  an  average  wage 
of  $100  a  month.  If  the  monthly  pay 
averaged  $250  the  social-security  pay¬ 
ment  would  go  up  from  $66  to  $102. 

The  hope  we  all  cherish  is  an  old  age 
free  from  care  and  want.  To  that  end 
people  toil  patiently  and  live  closely, 
seeking  to  save  something  for  the  day 
when  they  can  earn  no  more.  In  the  life 
of  the  worker  there  are  weeks,  often 
months,  of  enforced  idleness,  weeks  of 
unavoidable  sickness,  losses  from  swin¬ 
dling,  and  then,  as  age  creeps  on  there 
is  a  constantly  declining  capacity  to  earn, 
until  at  65,  many  find  themselves  unem¬ 
ployable.  There  was  no  more  pitiful 
tragedy  than  the  lot  of  the  worker  who 
has  struggled  all  his  life  to  gain  a  com¬ 
petence  and  who,  at  65,  was  poverty- 
stricken  and  dependent  upon  charity. 
The  black  slave  knew  no  such  tragedy 
as  this.  It  was  a  tragedy  reserved  for 
the  free  worker  in  the  greatest  nation 
on  earth. 

Regarding  social  security  expansion 
and  liberalization,  one  can  well  comment 
that  in  this  Nation  we  have  gone  a  long 
way  since  1932  when  the  then  President 
said,  ‘‘Relief  is  a  local  problem.” 
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Private  charities,  bread  lines,  and 
soup  kitchens  must  not  be  the  answers 
of  American  intelligence  and  sense  of 
justice  to  the  problem  of  unemployment 
and  indigent  old  age. 

An  added  reason  we  should  pass  the 
social  security  expansion  bill  is  to  head 
off  the  trend  toward  private  pension 
plans  in  industry.  The  pension  issue 
cuts  a  big  figure  in  the  steel-  and  coal- 
contract  controversies. 

The  demand  for  social-security  pay¬ 
ments  by  segments  of  our  population,  by 
Ford  employees,  and  steel  workers,  for 
example,  threatens  to  result  in  unbal¬ 
anced,  overlapping,  and  competing  pro¬ 
grams.  The  financing  of  such  private 
programs  may  become  chaotic  and  their 
economic  effects  dangerous.  We  Con¬ 
gressmen  intend  to  liberalize  the  Nation¬ 
wide  system  before  it  is  undermined  by 
these  outside  forces.  Once  this  basic 
system  is  firmly  established,  remaining 
needs  of  particular  groups  in  industry 
can  be  assessed  and  met  in  an  or/lerly 
manner. 

Mr.  JENKINS.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  New 
Jersey  [Mr.  Kean], 

Mr.  KEAN.  Mr.  Chairman,  on  yester¬ 
day  I  discussed  the  reasons  why  I  fa¬ 
vored  the  general  philosophy  which  is 
behind  H.  R.  6000.  Today  I  want  to  tell 
you  why  those  who  favor  a  liberal  and 
sound  social-security  system  should  sup¬ 
port  H.  R.  6297,  in  place  of  the  commit¬ 
tee  bill,  when  it  is  offered  to  the  House 
on  a  recommital  motion. 

H.  R.  6297  would  cure  the  major  de¬ 
fects  of  the  administration  bill  while  pro¬ 
viding  greater  benefits  for  the  lower-in¬ 
come  groups. 

It  contains  the  same  increase  in  bene¬ 
fits  for  those  now  retired  under  old-age 
and  survivors  insurance  as  does  the  ad¬ 
ministration  bill. 

It  contains  the  same  increase  in  bene¬ 
fits  for  those  on  the  assistance  program 
as  does  the  administration  bill. 

But  it  provides  for  the  coverage  of 
1,300,000  additional  workers  who  would 
be  left  out  under  the  Democratic  bill. 

It  would  save  over  $1,000,000,000  a 
year. 

It  would  mean  a  lower  tax  rate  for  the 
American  people. 

It  would  provide  for  higher  benefits  for 
those  who  are  occasionally  laid  off  their 
jobs  by  basing  the  amount  of  benefits 
on  the  best  10  years  of  consecutive  em¬ 
ployment. 

It  would  provide  for  permanent  and 
total  disability  payments  to  those  in  need 
through  the  Federal-State  assistance 
program  rather  than  through  the  insur¬ 
ance  program. 

It  would  correct  the  provision  of  the 
administration  bill  which  surrenders  to 
the  Treasury  Department  and  the  Fed¬ 
eral  Security  Administration  the  right  to 
determine  what  rate  of  social-security 
tax  a  person  should  pay  by  giving  those 
agencies  the  authority  to  determine  who 
is  a  self-employed  person  and  who  is  an 
“employee.” 

There  are  several  grave  matters  of 
policy  which  ought  to  be  decided  by  the 
House.  The  fact  that  we  have  to  vote 
them  all  up  or  down  in  one  package  is  a 


mockery  of  representative  government. 
If  those  who  engineered  the  deal  for  this 
gag  rule  really  believe  in  democracy, 
their  consciences  should  not  let  them 
sleep  for  many  a  day. 

To  go  into  more  detail.  The  bill  which 
will  be  offered  you  on  a  recommittal  mo¬ 
tion  is  the  same  as  the  administration 
bill  except  for  10  items.  These  are  briefly 
outlined  in  the  minority  views  on  page 
157  of  the  committee  report. 

I  will  discuss  the  more  important 
changes  first: 

H.  R.  6000  provides  a  double  reward  for 
those  who  have  steady  employment. 
First,  there  is  what  is  known  as  the  con¬ 
tinuation  factor: 

A  worker’s  benefits  are  first  calculated 
on  his  average  wage  over  his  working 
lifetime,  according  to  the  formula  pro¬ 
vided  in  the  bill,  and  then  there  is  a  de¬ 
duction  for  the  amount  of  time  during 
which  he  was  not  working  or  was  not  in 
covered  employment. 

For  instance,  if  a  man’s  primary  bene¬ 
fit  was  $60  and  he  worked  in  covered  em¬ 
ployment  for  19  out  of  20  years,  you 
would  divide  his  primary  benefit  of  $60 
by  nineteen-twentieths  and  the  resultant 
figure  which  he  would  be  paid  monthly 
would  bf  $57. 

So  the  man  who  has  been  steadily  em¬ 
ployed  has  the  reward  of  getting  the  full 
$60  while  the  man  who  has  been  out  of 
work,  or  not  in  covered  employment  for 
the  1  year,  will  only  get  $57. 

The  second  reward  for  steady  employ¬ 
ment  is  what  is  known  as  the  increment 
factor.  This  is  a  credit  of  one-half  of 
1  percent  of  primary  benefits  for  every 
year  in  which  a  worker  remains  in  the 
system.  The  individual  I  referred  to 
above  whose  primary  benefit  was  $57 
would  thus  be  credited  with  28  cents  for 
each  of  the  19  years  he  remained  in  the 
system  and  thus*  his  primary  benefit 
would  amount  to  $62.32;  while  the  man 
who  was  never  out  of  the  system  would 
have  an  increment  factor  of  30  cents  a 
year  and  his  primary  benefit  would  be 
$66. 

Thus  the  more  fortunate  receive  a 
double  reward  under  the  committee  bill. 

Mr.  HARRIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  KEAN.  I  yield. 

Mr.  HARRIS.  Who  would  pay  the 
additional  benefit  that  the  gentleman 
would  receive? 

Mr.  KEAN.  It  would  be  paid  by  the 
people  who  contributed  to  the  system, 
including  the  individual  himself. 

Mr.  HARRIS.  In  other  words,  the  in¬ 
dividual  would  be  paying  for  what  he 
would  receive  as  benefits? 

Mr.  KEAN.  Yes,  sir. 

This  so-called  increment  is  a  very  ex¬ 
pensive  proposition.  Actuaries  estimate 
that  its  cost  will  amount  on  an  average 
td  well  over  $800,000,000  a  year. 

The  advisory  committee  of  experts  set 
up  2  years  ago  by  the  Senate  Finance 
Committee  recommended  its  abolishment. 

In  the  first  draft  of  H.  R.  6000  it  was 
abolished.  However,  on  reconsideration 
the  Democratic  members  put  it  back  in 
the  bill.  But  this  addition  would  have 
necessitated  a  further  increase  in  the 
heavy  pay-roll  tax  by  almost  1  percent. 
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The  Democrats  did  not  relish  putting 
into  their  bill  a  71/2-percent  tax  and, 
therefore,  they  looked  around  for  other 
ways  to  lessen  the  cost  of  the  bill. 

In  the  bill  as  originally  drafted  was  a 
provision  that  benefits  be  based  on  the 
10  best  years  of  a  working  life.  This 
would  greatly  benefit  those  who,  owing 
to  the  business  cycle,  are  occasionally 
laid  off  their  jobs,  and  other  important 
classes  of  workers — particularly  farm 
labor,  for  owing  to  the  fact  that  farmers 
and  farm  labor  are  still  excluded  from 
the  social-security  system  a  large  number 
of  these  workers  will  still  shift  back  and 
forth  between  covered  and  uncovered 
employment,  therefore  creating  a  record 
of  irregularly  covered  employment  for 
social-security  benefits. 

With  the  change  in  the  wage  scale 
since  the  late  1930’s  and  the  historical 
fact  that  wage  scales  increase  over  the 
years,  benefits  based  on  the  10  highest 
consecutive  years  will  reflect  more  closely 
the  amount  required  for  a  decent  stand¬ 
ard  of  living  than  would  the  average 
wage  over  a  working  lifetime  which  not 
only  includes  years  of  depression  and  un¬ 
employment,  but  also  years  when  the 
wage  scale  was  low  and  perhaps  early 
apprenticeship  years. 

The  Democratic  majority  in  order  to 
find  some  of  the  money  to  pay  for  the 
increment  changed  this  10  consecutive 
years  basis  for  figuring  benefits  to  that 
of  an  entire  working  lifetime.  Thus, 
they  have  lowered  the  benefits  by  $600,- 
000,000  of  those  who  will  need  it  most  and 
given  this  $600,000,000,  plus  $200,000,000 
additional,  annually,  to  those  who  need 
it  least  who,  owing  to  their  steady  em¬ 
ployment,  have  been  able  to  supplement 
their  retirement  through  savings  and 
life  insurance. 

In  H.  R.  6297  we  have  eliminated  the 
increment  feature  and  restored  benefit 
payments  en  the  basis  of  the  10  best  con¬ 
secutive  years  of  employment. 

The  second  major  item  is  that  of  per¬ 
manent  and  total  disability.  In  the 
committee  bill,  this  is  taken  care  of  in 
two  ways: 

First,  a  fourth  category  has  been 
added  to  the  assistance  program  by 
which  the  Federal  Government  will 
match  payments  by  the  States  to  those 
permanently  and  totally  disabled  and  in 
need. 

The  committee  bill  also  contains  a 
provision  that  total  and  permanent  dis¬ 
ability  should  be  under  the  insurance 
program.  This  provision  is  eliminated 
in  H.  R.  6297. 

The  reasons  for  this  are  many.  I  out¬ 
lined  some  of  them  in  my  talk  yesterday, 
but  for  those  who  were  not  present  then 
I  would  like  to  repeat. 

This  is  an  untried  field.  The  cost  of 
this  insurance  program  is  unknown.  It 
will  probably  be  well  over  a  billion  dollars 
a  year,  but  no  one  knows.  Benefits 
would  be  taken  out  of  the  trust  fund 
which  was  set  up  for  old-age  and  survi¬ 
vors  insurance. 

The  experience  of  private  insurance 
companies  in  this  type  of  coverage  was 
most  unfavorable.  Claims  increased  by 
leaps  and  bounds  during  periods  when 
unemployment  was  high  and  were 


sharply  reduced  in  times  of  full  employ¬ 
ment; 

The  determination  of  when  a  worker 
is  totally  disabled  is  a  marginal  one.  It 
is  usually  a  question  of  judgment. 

The  theory  of  the  insurance  system  is 
that  benefits  are  a  matter  of  right. 
Would  not  everyone  feel  that,  having 
paid  the  insurance  premium,  he  was  en¬ 
titled  to  these  benefits  even  if  only  slight¬ 
ly  disabled? 

A  permanent  lifetime  pension  is  so  at¬ 
tractive  that  it  would  be  difficult  for 
many  workers  to  resist  the  temptation 
to  try  to  make  out  that  they  were  dis¬ 
abled  in  order  to  get  the  benefits  which 
they  felt  they  had  paid  for  through  their 
pay-roll  taxes. 

It  would  be  better  for  the  present  to 
experiment  with  this  in  the  old-age  as¬ 
sistance  program. 

Determination  of  who  is  totally  and 
permanently  disabled  certainly  can  be 
made  better  at  the  local  level  than  under 
bureaucratic  rules  made  by  Washington. 

Eight  other  items  are  included  in  the 
minority  bill. 

Puerto  Rico  and  the  Virgin  Islands 
are  eliminated  from  the  insurance  sys¬ 
tem.  The  pay  scale  is  so  low  in  Puerto 
Rico  that  many  would  receive  inordi¬ 
nate  benefits,  many  who  are  working 
would  not  qualify  at  all,  and  as  a  large 
portion  of  the  working  population  earns 
less  than  $50  a  month,  many  individuals 
could  continue  to  work  at  their  usual 
wage  scale  and  still  draw  benefits. 

Puerto  Rico  and  the  Virgin  Islands 
should  have  social  insurance,  but  there 
should  be  an  independent  system  set  up 
for  them. 

H.  R.  6297  provides  for  continuation  of 
the  present  $3,000  wage  base.  The  ad¬ 
ministration’s  original  suggestion  was 
that  this  be  increased  to  $4,800.  This 
made  some  sense  as  it  was  in  accord 
with  the  administration’s  philosophy. 
But  $3,600  is  neither  fish  nor  fowl.  It  is 
not  enough  to  greatly  increase  benefits 
for  the  higher-wage  earner,  as  desired  by 
the  administration,  but  it  does  disturb 
all  present  private-pension  systems  which 
are  geared  on  a  $3,000  wage  base  for  so¬ 
cial  security,  and  it  also  adds  greatly  to 
the  work  of  the  businessman  for  unem¬ 
ployment  insurance  is  figured  on  a  $3,000 
wage  base. 

Under  this  change  also,  any  increase 
in  benefits  goes  to  those  who  are  better 
able  to  provide  for  their  own  protection 
and  does  nothing  to  increase  the  benefits 
for  the  lower- wage  earner  with  whom  the 
system  should  be  primarily  concerned. 

H.  R.  6297  also  eliminates  paragraph 
four  of  the  definition  of  employee  which 
gives  to  the  Treasury  Department  virtu¬ 
ally  unlimited  discretion  to  determine 
where  the  impact  of  the  social-security 
taxes  will  fall. 

The  committee  bill  in  the  first  draft 
first  took  in  all  household  workers,  and 
then  eliminated  those  who  need  protec¬ 
tion  most.  H.  R.  6297  would  restore  the 
original  provision  in  the  bill  by  which 
all  regularly  employed  household  work¬ 
ers  would  be  covered. 

H.  R.  6297  would  continue  the  existing 
law  with  respect  to  lump  sum  death  pay¬ 
ments  and  do  away  with  the  new  pro¬ 


vision  for  lump-sum  death  payments  for 
all.  The  chief  beneficiaries  of  this  pro¬ 
vision  in  the  administration  bill  would  be 
the  undertakers.  To  pay  this  lump  sum 
certainly  changes  the  whole  philosophy 
of  the  insurance  program. 

H.  R.  6297  directly  excludes  teachers, 
firemen,  policemen,  and  other  State  and 
municipal  employees  who  are  already 
covered  under  their  own. retirement  sys¬ 
tems.  Representatives  of  these  retire¬ 
ment  systems  believe  that  the  provision 
in  the  administration  bill  would  jeopard¬ 
ize  these  existing  systems  to  which  con¬ 
tributions  have  been  made  over  long  pe¬ 
riods  of  time.  We  have,  therefore,  seen 
to  it  that  they  cannot  be  forced  into  the 
insurance  system. 

H.  R.  6297  would  decrease  the  cost  to 
the  system  on  an  average  of  $1,250,000,- 
000  a  year.  In  order  that  the  taxpayers 
may  benefit  from  this,  we  have  in  our 
bill  a  tax  rate  lower  than  in  H.  R.  6000. 
Comparison  between  the  total  tax  rate 
on  employer  and  employee  in  H.  R.  6000 
and  in  H.  R.  6297  is  as  follows: 


H.  R.  6000 

H.  R.  6297 

1950 . ._ 

Percent 

3 

Percent 

3 

1951-59 . . 

4 

4 

1960-04 . . . 

5 

4 

1965-69 . . 

6 

4 

1970-79.. . 

6H 

6 

1979 . . 

6M> 

6 

H.  R.  6297  is  a  better  bill  than  H.  R. 
6000.  It  does  what  a  social-security  sys¬ 
tem  should  do — gives  greater  benefits  to 
the  lower  income  group.  It  is  sounder 
than  the  administration  bill.  It  will  save 
the  taxpayers  an  average  of  more  than 
a  billion  dollars  a  year. 

The  recommittal  motion  which  will  be 
to  substitute  H.  R.  6297  for  H.  R.  6000 
should  be  adopted. 

Mr.  HARRIS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  KEAN.  I  am  glad  to  yield. 

Mr.  HARRIS.  As  I  understood  from 
the  debate  here  today  in  further  refer¬ 
ence  to  the  definition  of  the  word  “em¬ 
ployee”  which  has  been  thoroughly  dis¬ 
cussed,  I  think  it  is  revealed  that  the 
bill  that  the  gentleman  has  introduced, 
which  I  understand  will  be  offered  in  a 
motion  to  recommit  includes  the  first 
three  paragraphs,  and  paragraph  4  is 
deleted.  My  colleague,  the  gentleman 
from  Arkansas,  who  has  also  made  a 
thorough  study  and  is  quite  familiar 
with  the  entire  definition  and  its  back¬ 
ground,  made  the  statement  this  morn¬ 
ing  that  the  definition  as  included  in  the 
committee  bill,  H.  R.  6000,  will  cover 
only  50,000  to  75,000  more  employees  than 
the  gentleman’s  bill  with  his  definition. 
I  would  like  for  the  gentleman  to  com¬ 
ment  on  that  and  see  if  he  has  the  same 
viewpoint  as  my  esteemed  friend  from 
Arkansas. 

Mr.  KEAN.  I  would  say  it  might  be  a 
little  more  than  that. 

•  Mr.  HARRIS.  Generally,  the  gentle¬ 
man  would  agree  with  the  statement  of 
the  gentleman  from  Arkansas? 

Mr.  KEAN.  Yes,  generally. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  Jersey  has  expired. 
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Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Idaho  [Mr.  White]. 

Mr.  WHITE  of  Idaho.  Mr.  Chairman, 
I  have  always  been  in  favor  of  a  national 
old-age  pension  bill.  Long  before  I  ever 
heard  of  the  Townsend  pension  plan  I 
joined  one  of  the  great  fraternal  organi¬ 
zations  of  this  country  because  it  stood 
for  an  old-age  pension  plan.  Here  we 
have  a  social-security  bill  of  201  pages 
of  irregularities  and  inequalities. 

Why  do  I  say  “inequalities?”  Because 
some  people  who  perform  the  same  serv¬ 
ice  will  get  less  pay  in  certain  States  than 
in  others.  That  is  why  I  say  it  is  a  bill 
of  inequalities. 

What  we  should  have  is  a  simple  bill 
of  a  few  pages  that  will  provide  an  old- 
age  pension  plan  for  all  people  who  have 
reached  the  age  of  retirement,  and  those 
who  have  become  disabled  and  are  un¬ 
able  to  work.  What  the  American  peo¬ 
ple  are  entitled  to  is  a  national  old-age 
pension  plan  paid  direct  to  the  benefi¬ 
ciaries  by  the  Federal  Government  just 
as  pensions  are  paid  to  retired  military 
officers,  war  veterans,  and  retired  civil- 
service  employees  through  a  simple  sys¬ 
tem  of  certification. 

Mr.  Chairman,  the  greatest  thing  the 
people'of  this  country  have  today  is  good 
government  and  their  American  birth¬ 
right.  We  seek  here  to  add  to  the  Amer¬ 
ican  birthright  the  right  of  old-age  se¬ 
curity. 

When  the  young  men  of  this  country, 
the  present  generation,  take  over  on 
reaching  the  age  of  maturity,  they  will 
find  a  country  that  is  already  developed. 
They  will  find  a  country  of  beautiful 
cities,  farm  homes,  roads,  production  and 
transportation  facilities,  a  country  that 
is  dependable.  The  rising  generation 
came  into  this  world  without  even 
clothes,  they  are  nourished  and  cared 
for  by  the  generation  that  brought  them 
forth.  Why  should  not  the  generation 
that  is  retiring  be  supported  in  ease  and 
comfort  in  their  declining  years?  If  we 
can  send  $40,000,000,000  to  one  country, 
a  little  island  off  the  coast  of  Europe, 
England,  why  can  we  not  have  a  proper 
old-age-pension  system?  Our  great  floor 
leader  was  very  much  concerned  about 
$15,000,000,000  a  while  ago,  but  he  did 
not  say  a  word  about  the  $40,000,000,000 
that  we  are  pouring  into  Europe,  $22,- 
000,000,000  for  UNRRA,  $10,000,000,000 
for  EI^A  and  millions  for  displaced  per¬ 
sons,  to  people  who  may  be  ungrateful, , 
people  who  will  turn  on  us  at  the  first 
opportunity  probably. 

Let  us  support  the  people  in  this  coun¬ 
try  who  have  made  the  country  what 
it  is  today.  Let  us  support  the  genera¬ 
tion  that  has  made  America  great,  the 
generation  that  has  preserved  America. 
We  are  entitled  to  an  old-age  pension. 
Let  us  give  a  little  thought  to  this  whole 
matter. 

The  CHAIRMAN.  The  time  of  the 
gentleman  froift  Idaho  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Michigan  [Mr.  Sadow- 
skiI. 

(Mr.  SADOWSKI  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.  ) 


[Mr.  SADOWSKI  addressed  the  Com¬ 
mittee.  His  remarks  will  appear  here¬ 
after  in  the  Appendix.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Colorado  [Mr.  Carroll]. 

(Mr.  CARROLL  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  CARROLL.  Mr.  Chairman,  it 
would  be  presumptuous  on  my  part  at 
this  late  hour  to  undertake  to  go  back 
over  this  bill  or  over  parts  already  cov¬ 
ered  in  this  debate. 

I  have  had  the  privilege  of  serving  as  a 
new  member  of  the  Committee  on  Ways 
and  Means  under  our  able  chairman,  the 
gentleman  from  North  Carolina  [Mr. 
Doughton],  and  with  the  able  gentle¬ 
man  from  Tennessee  [Mr.  Cooper],  and 
the  able  gentleman  from  Arkansas  [Mr. 
Mills]  and  many  of  the  older  and 
learned  members  of  that  important  com¬ 
mittee.  I  never  fully  realized  that  in  the 
Congress  of  the  United  States  I  should 
find  men  who  would  devote  themselves 
week  after  week  and  month  after  month 
so  tirelessly  to  a  solution  of  a  very  com¬ 
plex  problem.  They  all  have  rendered 
a  great  service.  I  well  remember  that 
in  the  Eightieth  Congress  I  did  not  like 
some  of  the  closed  rules  that  were  im¬ 
posed  upon  me  as  a  new  Member.  In  a 
sense  I  do  not  like  this  closed  rule,  but 
reason  and  logic  impel  me  to  the  con¬ 
clusion  that  we  could  not  bring  a  bill 
such  as  this  out  on  the  floor  of  this  House 
without  a  closed  rule.  All  of  the  argu¬ 
ments  I  have  heard  from  the  gentlemen 
on  the  left  have  not  convinced  me.  Just 
the  change  from  65  to  62  years  of  age 
would  increase  the  cost  of  this  bill  enor¬ 
mously.  It  would  upset  the  whole  tax 
base  of  the  bill.  I  am  one  of  those  who 
voted  to  reduce  the  age  to  62  years.  I 
am  one  of  those  who  wanted  to  bring 
the  farmers  and  the  agricultural  workers 
into  this  program.  I  am  one  of  those 
who  joined  with  the  gentleman  from  New 
Jersey  [Mr.  Kean],  extending  greater 
coverage  to  domestic  servants.  I  realize 
that  there  are  many  meritorious  provi¬ 
sions  in  his  motion  to  recommit,  but  let 
me  say  this  to  you,  the  truth  is,  that  the 
Republican  leadership  have  included  two 
or  three  good  points  to  sweeten  up  some 
other  very  bad  provisions  in  their  motion 
to  recommit.  Now,  that  is  the  basis  of 
the  motion  to  recommit.  It  has  been 
commented  on  at  length  by  the  gentle¬ 
man  from  Arkansas  [Mr.  Mills]  and 
the  gentleman^  from  Tennessee  [Mr. 
Cooper].  It  is  unnecessary  to  repeat  the 
unanswerable  arguments  that  were  made 
a  short  time  ago  by  them. 

I  submit  that  the  Republican  leaders 
are  on  the  horns  of  a  dilemma.  They 
have  been  caught  opposing  legislation 
which  the  people  of  America  want,  and 
they  have  to  make  some  sort  of  a  show¬ 
ing,  and  that  is  one  of’the  reasons  for 
the  motion  to  recommit. 

Now,  you  are  going  to  hear  in  the  en¬ 
suing  year,  in  the  months  ahead,  already 
you  heard  part  of  it  in  the  recent  cam¬ 
paign  In  Pennsylvania,  and  you  will  hear 
this  later  throughout  the  Nation,  the 
cry  of  welfare  state,  socialism,  and 
statism.  I  want  every  Democrat  here 


and  every  reasonable  Republican,  if  they 
will  take  the  time,  to  read  one  of  the 
finest  American  utterances  that  you  will 
ever  have  the  privilege  to  read.  It  is 
found  on  page  2229  of  the  hearings. 
This  is  a  statement  made  by  J.  Douglas 
Brown,  dean  of  the  faculty  and  director 
of  public  relations  section,  Princeton 
University.  Who  is  this  man  Brown? 
Why,  he  was  a  member  of  the  Advisory 
Council  on  Social  Security  to  the  Senate 
Finance  Committee  1947-48;  he  was 
chairman  of  the  Federal  Advisory  Coun¬ 
cil  on  Social  Security  1937-38  and  he  was 
a  staff  member  of  the  Committee  on  Eco¬ 
nomic  Security  1934-35.  Now,  this  man 
may  not  be  a  Democrat.  I  do  not  know 
what  he  is;  he  may  be  a  Republican. 
But,  he  is  an  American  coming  before 
the  committee  to  give  his  viewpoint  con¬ 
cerning  this  bill.  Yes,  even  the  chamber 
of  commerce  came  in  to  support  this  bill. 
Who  else?  The  insurance  companies. 
And,  I  am  informed  by  my  colleague  from 
Tennessee  that  when  this  legislation  was 
first  broughtybefore  the  Congress  in  1935 
they  fought  it  then.  Now,  why  have  the 
insurance  companies  changed?  Well, 
they  have  changed  because  htey  dis¬ 
covered  that  as  these  millions  of  Ameri¬ 
cans  were  given  this  limited  type  of  in¬ 
surance,  the  people  became  insurance 
conscious,  and  ‘therefore  it  stimulated 
private  insurance  business. 

This  is  also  one  of  the  reasons  why 
insurance  companies  are  fighting  certain 
provisions  of  this  bill.  In  short,  they  do 
not  want  the  wage  base  increased  from 
$3,000  to  $3,600  for  the  simple  reason 
that  they  fully  realize  that  the  benefits 
from  such  a  wage  base  are  a  bare  mini¬ 
mum  to  meet  the  needs  of  security.  Of 
course,  their  hope  is  that  they  shall  be 
able  to  sell  additional  policies  over  the 
$3,000  wage  base  if  such  continues  to  be 
the  law.  In  my  opinion  they  are  short¬ 
sighted,  and  their  fears  are  groundless. 
Even  with  a  wage  base  of  $4,200  there 
would  be  ample  insurance  business  for 
these  companies  and  this  bill  does  not  in 
any  manner  interfere  with  private  in¬ 
surance  enterprises. 

That  is  the  argument  of  the  insurance 
companies,  and  that  is  why  you  begin  to 
meet  some  of  the  opposition  on  this  floor 
today  reflecting  the  views  of  the  insur¬ 
ance  companies. 

Mr.  McCORMACK.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  CARROLL.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  McCORMACK.  On  the  question 
of  being  insurance-minded,  there  is 
four  or  five  times  as  much  insurance 
being  written  by  private  companies  now 
as  there  was  in  1935  when  the  original 
Social  Security  Act  passed. 

Mr.  CARROLL.  Of  course;  and  may 
I  say  to  the  gentleman  from  Massa¬ 
chusetts  that  when  this  legislation  first 
came  before  the  American  people  in  1935 
there  was  a  $3/000  a  year  wage  base  es¬ 
tablished.  What  has  happened  today? 
I  do  not  think  this  bill  goes  far  enough. 
It  ought  not  to  be  $3,600,  at  a  minimum 
it  ought  to  be  $4,200,  because  there  has 
been  a  70-percent  increase  in  the  cost  of 
living.  Greater  security  is  needed. 

All  business,  all  intelligent  business¬ 
men,  all  labor  leaders,  all  people  who 
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have  studied  this  have  said,  "Establish 
this  base  at  $4,200,”  but  notwithstand¬ 
ing  that,  in  a  great  fight  in  our  own 
committee  we  had  to  compromise  and 
come  out  here  on  a  $3,600  basis.  Such 
is  the  democratic  process. 

What  does  the  motion  to  recommit 
ask  us  to  do?  Go  back  to  1935.  That 
we  cannot  do;  we  must  not  do. 

I  want  to  read  you  a  statement  by  this 
gentleman  from  Princeton,  Mr.  Brown, 
because  his  testimony  is  a  complete  an¬ 
swer  to  the  charges  of  the  welfare  state 
and  statism  and  the  trend  toward  so¬ 
cialism.  I  quote  Mr.  Brown  testifying 
before  the  Committee  on  Ways  and 
Means : 

Mr.  Chairman  and  members  of  the  com¬ 
mittee,  accumulating  experience  indicates 
that  the  survival  of  democratic  capitalism 
as  a  political  and  economic  system  will  de¬ 
pend  in  the  main  upon  the  genius  of  man 
in  combining  the  three  ingredients  vital 
to  the  success  of  the  system.  These  ingred¬ 
ients  are  individual  incentive,  mutual  re¬ 
sponsibility,  and  an  effective  framework  of 
protection  against  the  corroding  fear  of  in¬ 
security. 

As  democratic  capitalism  has  moved  from 
the  stage  of  a  predominantly  agricultural 
economy,  through  small  industry,  to  a  vast 
industrialized  machine,  the  relative  weight¬ 
ing  upon  these  three  needed  ingredients 
has  shifted.  The  farmer  and  the  shop¬ 
keeper  of  Colonial  days  thrived  because  of 
Individual  incentive,  and  the  simple  econ¬ 
omy  thrived  with  them.  The  factory  sys¬ 
tem  introduced  new  and  intricate  relation¬ 
ships  of  mutual  responsibility.  And  now 
vast  aggregations  of  interdependent  eco¬ 
nomic  activities,  by  their  very  size  and  im¬ 
pact  upon  the  individuals  who  serve  them, 
necessitate  greatly  enhanced  safeguards 
against  impersonal  and  overwhelming  con¬ 
tingencies. 

The  people  of  the  United  States  have 
been  slow  to  recognize  the  importance  of 
this  third  ingredient  vital  to  the  survival  of 
democratic  capitalism.  They  have  been 
blessed  so  richly  with  bountiful  natural  re¬ 
sources  and  with  high  talent  in  harnessing 
these  resources  that  they  have  been  but 
little  concerned  in  safeguards  against  po¬ 
tential  epidemics  of  want.  The  depression 
of  the  thirties  brought  a  degree  of  awaken¬ 
ing,  and  stimulated  the  establishment  of 
the  partial  system  of  safeguards  under  the 
Social  Security  Act  of  1935.  But,  since  that 
time,  war  and  industrial  conflict  have  di¬ 
verted  attention  from  a  fundamental  cause 
of  both  of  these  interruptions  to  peaceful 
progress — economic  insecurity.  It  seems 
high  time  for  renewed  and  effective  action 
in  the  core  area  of  our  problem  in  industrial 
relations  today. 

Individual  incentive  is  in  this  bill,  be¬ 
cause  the  individual  contributes  to  his 
own  security.  There  is  mutual  respon¬ 
sibility,  because  it  rests  upon  the  em¬ 
ployee  and  upon  the  employer.  Every 
Member  here  who  senses  what  people 
are  thinking  at  home  knows  that  there 
is  a  corroding  fear  of  insecurity. 

Why  does  that  happen?  We  have 
passed  out  of  an  agricultural  economy 
and  are  now  in  a  factory  system,  where 
we  find  a  single  great  corporation  em¬ 
ploying  as  many  as  250,000  people.  One 
corporation  does  that.  And  what  else 
do  we  find  today?  Strikes  over  the  very 
question  we  are  debating  on  the  floor 
of  Congress  today.  The  A.  F.  of  L. 
and  the  CIO  came  before  our  com¬ 
mittee  and  issued  a  warning  months 


ago  that  the  time  to  act  is  now,  the  time 
is  now  for  the  Government  to  go  for¬ 
ward  to  establish  a  proper  base  for  se¬ 
curity.  The  Congress  has  fiddled.  We 
should  have  had  this  legislation  here  long 
before  this  late  hour.  Our  failure  to 
act  more  promptly  subjects  the  Nation 
to  certain  penalties.  The  longer  we  fid¬ 
dle,  the  greater  those  penalties  will  be. 

Let  me  read  you  some  more  from  the 
testimony  of  Mr.  Brown.  Mr.  Brown 
poses  this  question: 

How  can  we  establish  an  effective  frame¬ 
work  against  the  fear  of  insecurity  in  order 
to  sustain  individual  incentive  and  to  as¬ 
sure  mutual  responsibility  under  democratic 
capitalism? 

That  is  the  question  he  put  to  our  com¬ 
mittee. 

The  most  effective  governmental  mecha¬ 
nism  yet  invented  to  meet  this  challenge  is 
contributory  social  insurance. 

That  is  what  is  involved  in  H.  R.  6000. 
Mr.  Brown  continues: 

Contributory  social  insurance  prevents  In¬ 
security  while  preserving  incentive. 

There  is  no  welfarism,  there  is  no 
statism  or  socialism  in  this  bill. 

Protection  is  based  on  a  man’s  contribu¬ 
tion  to  the  Nation’s  productive  effort.  Mu¬ 
tual  responsibility  is  encouraged  by  joint 
participation  of  government,  employer,  and 
worker  in  administering  and  financing  the 
program. 

Here  is  the  paragraph  that  all  Demo¬ 
crats,  small  “d”  democrats,  ought  to 
memorize: 

Contributory  social  insurance  avoids  the 
sweet  dangers  of  paternalism.  It  encourages 
self-reliance.  It  prevents  dependency  before 
it  occurs  rather  than  alleviating  it  after  the 
fact. 

As  the  gentleman  from  Idaho  [Mr. 
White]  said  a  little  while  ago,  talking 
about  the  old  people.  What  happened  in 
America  in  the  early  days  of  our  coun¬ 
try?  Why  is  it  that  there  exists  a  drive 
in  the  West  for  pensions?  Because  the 
old  people  were  never  given  an  oppor¬ 
tunity  to  participate  in  a  contributory- 
insurance  system.  Today  what  do  we 
find  in  the  West  and  the  Southwest? 
There  is  a  great  movement  for  a  general 
pension  system.  Let  me  issue  a  warn¬ 
ing.  If  this  Congress  fails  to  heed  the 
growing  demands  to  eliminate  the  cor¬ 
roding  fear  of  insecurity,  you  may  rest 
assured  that  in  due  time  there  will  be 
an  uprising  on  the  part  of  the  people 
which  will  force  action  on  a  general  pen¬ 
sion  system.  I  realize  that  this  bill  does 
not  have  the  full  approval  of  certain 
pension  leaders  who  have  pioneered  the 
way  for  adequate  security  for  the  aged 
people  of  this  country,  and  I  pause  here  to 
pay  tribute  to  those  pension  leaders  who, 
through  many  years,  have  been  stead¬ 
fast  in  their  desire  to  achieve  greater 
security  for  the  aged  of  this  Nation. 
Had  it  not  been  for  their  untiring  ef¬ 
forts,  there  is  no  doubt  in  my  mind  that 
there  would  have  been  little,  if  any,  secu¬ 
rity  legislation  on  our  statute  books 
today.  It  truly  can  be  said  that  legisla¬ 
tion  such  as  this  stands  as  a  monument 
to  their  trail-blazing  efforts. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Colorado  has  expired. 


Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  additional  minutes  to  the  gen¬ 
tleman  from  Colorado. 

Mr.  CARROLL.  Mr.  Chahjjnan,  I  shall 
not  take  up  much  more  of  the  time  of 
the  Committee.  I  should  like  to  finish 
Mr.  Brown’s  statement: 

Relief  and  assistance  are  necessary  last  re¬ 
sorts,  but  like  all  paternalistic  measures,  they 
breed  dependency  by  making  it  comfortable. 
Even  more  serious  in  a  democracy,  they  en¬ 
courage  subservience  to  the  group  or  agency 
that  gives  the  most  generous  hand-outs. 

Remember,  under  a  contributory  in¬ 
surance  system  no  man  needs  to  be  be¬ 
holden  to  any  political  party.  He  does 
not  need  to  be  beholden  to  a  Social  Secu¬ 
rity  Agency  for  he  has  earned  his  secu¬ 
rity.  Yes,  he  has  paid  his  way. 

I  might  say,  ladies  and  gentlemen, 
after  listening  to  testimony  on  this  bill 
for  some  6  months,  as  I  have  indicated 
to  you,  I  wish  we  could  have  gone  much 
further  in  this  bill.  I  think  time  and 
experience  will  bring  the  farmer  and  the 
agricultural  worker  within  the  program. 
I  think  time  and  experience  will  bring 
the  professional  groups  within  this  pro¬ 
gram.  This  program  is  good  for  democ¬ 
racy.  This  program  is  good  for  America, 
and  good  for  the  little  people  of  America. 
If  we  have  the  courage  to  pass  this  bill 
speedily  the  Senate  of  the  United  States 
can  then  work  its  will  upon  it  in  the 
next  few  months. 

One  final  word  in  closing  this  debate. 
This  important  bill  will  affect  every 
American  and  every  home  in  this  great 
Nation.  Clearly  the  time  has  come  for 
us  to  strengthen  and  enlarge  the  provi¬ 
sions  of  the  Social  Security  Act.  The 
level  of  benefits  under  this  insurance 
system  must  be  made  adequate,  protec¬ 
tion  reasonable,  and  we  must  permit 
greater  participation  to  everyone  who 
works  for  his  living. 

[Mr.  JUDD  addressed  the  Committee. 
His  remarks  will  appear,  hereafter  in  the 
Appendix.] 

Mr.  JENKINS.  Mr.  Chairman,  we  are 
engaged  today  in  consideration  of  a  leg¬ 
islative  measure  which  goes  to  the  very 
heart  of  our  American  way  of  life — 
which  touches  upon  every  section  and 
cross  section  of  our  people,  and  which 
will  leave  its  imprint  not  only  upon  the 
present  generation  of  Americans  but 
upon  all  the  future  generations.  I  say 
to  you  with  all  the  sincerity  and  vigor 
at  my  command  that  many  sessions  of 
this  great  Congress  will  come  and  go 
before  we  have  the  privilege  of  consid¬ 
ering  a  piece  of  legislation  which  is  of 
greater  magnitude  than  that  before  us 
today. 

I  would  at  the  very  onset  call  your 
attention  to  but  one  single  aspect  of  this 
legislation  which  makes  it  so  unique  and 
which  by  this  feature  alone  characterizes 
it  as  such  a  vital  and  significant  matter. 
I  refer  to  the  fact  that  -this  legislation 
will  endure  in  perpetuity  or  until  this 
great  Nation  should  ever  be  called  upon 
to  repeal  its  national  obligations.  A  bad 
tax  law  can  always  be  repealed,  or  any 
Federal  project  which  is  undertaken  can 
be  abandoned  if  the  facts  show  that  we 
were  wrong.  But,  under  this  legislation, 
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the  sovereign  Federal  Government  is 
writing  binding  contracts  with  its  peo¬ 
ple,  These  contracts  cannot — and  must 
not — ever  be  repudiated.  Approximately 
80,000,000  persons  have  paid  some  money 
through  social-security  taxes  into  this 
system — approximately  25,000,000  per¬ 
sons  are  currently  insured,  and  approx¬ 
imately  13,000,000  persons  are  fully  in¬ 
sured,  which  means  that  they  are  en¬ 
titled  to  receive  their  benefits  upon 
reaching  65.  Already  over  $12,000,000,000 
of  social  security  taxes  have  been  paid 
by  the  American  people  into  the  old- 
age  and  survivors  insurance  and  under 
the  legislation  we  are  considering  today 
this  fund  will  probably  grow  to  over 
$90,000,000,000  and  the  annual  cost  of 
this  one  program  alone  may  well  exceed 
$10,000,000,000  annually.  I  call  your  at¬ 
tention  to  these  facts  for  the  sole  pur¬ 
pose  of  alerting  you  to  the  seriousness 
of  this  legislation  and  to  caution  you 
that  a  false  step  today  may  jeopardize 
the  protection  and  security  of  our  peo¬ 
ple  for  whom  this  system  is  so  nobly 
designed.  You  will  reflect,  of  course, 
that  the  system  has  been  amended  be¬ 
fore— in  1939;  in  1943;  in  1946— and  that 
a  bill  almost  unanimously  passed  the 
House  in  the  Eightieth  Congress  which 
would  have  increased  benefits  and  ex¬ 
tended  coverage.  You  will  say  to  me— 
if  this  has  been  done  in  the  past,  it  can 
be  done  in  the  future  to  remedy  a  mis¬ 
take  which  we  might  make.  But,  and 
I  call  your  attention  to  this  fact,  amend¬ 
ments  made  in  the  past  have  been  up¬ 
ward  and  have  been  designed  to  widen 
benefit  payments  and  to  increase  the 
coverage  provisions.  The  history  of  so¬ 
cial  legislation  in  all  countries  shows 
that  the  political  implications  of  revok¬ 
ing  what  may  have  become  regarded  as 
a  vested  right  are  such  that  benefits  are 
never  reduced  despite  costs. 

It  is  my  firm  belief  that  if  we  go  for¬ 
ward  cautiously  in  this  field,  our  social- 
security  program  will  endure  forever, 
and  this  is  my  hope  and  yours  as  well, 
I  am  certain. 

It  seems  to  me  that  in  considering 
this  legislation  it  is  of  the  utmost  im¬ 
portance  that  we  keep  before  us  the  end 
to  be  achieved  and  not  lose  ourselves 
amidst  the  thick  foliage  of  technicali¬ 
ties  and  minor  provisions.  It  has  always 
been  my  belief  that  the  purpose  of  social 
security  is  to  provide  a  basic  floor  of 
economic  protection  to  the  individual 
and  his  family.  I  believe  that  such  pro¬ 
tection  actually  stimulates  and  encour¬ 
ages  additional  financial  protection  to 
be  gained  through  individual  initiative 
and  ambition.  According  to  my  phi¬ 
losophy,  benefit  payments  should  be 
realistic  and  not  mere  token  payments. 
Let  us  examine  for  a  moment  how  large 
a  benefit  an  insured  person  should 
receive. 

If  old-age  and  survivors  insurance 
had  been  framed  like  the  English  sys¬ 
tem,  every  person  whose  work  is  covered 
would  pay  in  the  same  tax,  and  each 
would  receive  the  same  retirement  bene¬ 
fits.  Each  member  of  any  class  of  bene¬ 
ficiaries  would  likewise  receive  the  same 
monthly  amounts.  The  problem  would 
be  that  of  determining  an  appropriate 
benefit  and  of  determining  the  proper 


weekly  or  monthly  amount  of  supporting 
tax  which  the  insured  earners  would  pay. 

Our  system,  however,  was  framed  after 
the  German  system — social-security 
taxes  are  a  percentage  of  wages — with 
an  over-all  annual  limitation.  Benefits 
are  also  in  varying  amounts,  related 
through  a  weighted  formula  to  wages 
and  length  of  service. 

In  the  case  of  the  English  system,  the 
question  of  an  appropriate  benefit 
amount  has  presumably  been  fixed  after 
reviewing  the  needs  of  the  typical  bene¬ 
ficiary,  the  extent  he  may  be  expected 
to  meet  these  needs  through  private 
sources,  the  social-security  tax  insured 
persons  can  be  reasonably  expected  to 
pay,  and  the  supporting  funds  which  can 
be  ^derived  otherwise.  The  fixed  tax 
amount  means  that  the  direct  support¬ 
ing  tax  is  relatively  heavy  on  some,  rela¬ 
tively  light  on  others.  The  fixed  benefit 
amount  likewise  means  that  persons  who 
have  no  private  resources  will  often  have 
to  look  to  general  relief.  For  the  British 
economy  cannot  afford  benefits  of  a  size 
to  provide  more  than  a  minimum  of  pro¬ 
tection. 

In  fixing  our  own  benefits,  the  same 
basic  approach  of  considering  the  typical 
insured  person,  and  weighing  the  factors 
of  probable  need  and  outside  resources, 
required  supporting  taxes,  and  so  forth, 
must  also  be  followed,  if  we  are  to  have 
a  defensible  system,  which  will  provide 
a  floor  of  protection  at  costs  our  own 
economy  can  stand. 

Variations  from  the  amount  so  deter¬ 
mined,  by  virtue  of  differences  in  the 
insured’s  wages,  taxes,  and  length  of 
service  in  covered  employment,  requires 
a  special  justification  based  upon  these 
factors  alone. 

Fixing  variances  in  benefit  amounts  on 
the  basis  of  difference  in  aggregate  con¬ 
tributions  is  far  from  simple.  In  the 
first  place,  differences  in  the  benefits 
which  various  contributors  to  date  would 
purchase  are  small  indeed.  To  date  in 
contributions  of  the  largest  contributor 
and  his  employer  would  purchase  only 
about  a  $61  per  month  benefit  at  age 
65.  The  smallest  insured  contributor  and 
his  employer  would  purchase  about  a 
dollar’s  benefit. 

On  the  other  hand,  when  in  a  few 
years  our  people  enter  the  system,  if  the 
rate  is  3  percent,  or  three  times  the  pres¬ 
ent  rate,  they  and  their  employer  will 
have  contributed  perhaps  $7,200,  and, 
with  accrued  interest,  will  have  paid  for 
an  annuity  of  perhaps  $75  per  month  at 
65. 

In  fixing  a  benefit  rate  for  today  and 
for  30  years  form  now,  it  is  obvious  that 
the  problem  is  quite  complicated.  For  at 
present  no  one  has  paid  for  any  substan¬ 
tial  benefit,  but  in  the  future  some  will 
have  paid  (with  their  employer’s  contri« 
button)  for  $60  more  per  month  than 
others  will  have  paid  for. 

The  problem  of  the  amount  of  benefit 
payments  to  be  provided  for  in  the  future 
as  well  as  the  increase  to  those  already 
receiving  payments  was  only  one  of  many 
considered  during  the  deliberations  on 
this  bill.  In  my  opinion  the  increase  pro¬ 
vided  for  in  this  bill  to  those  now  re¬ 
ceiving  payments  is  approximately  right, 
but  H.  R.  6000  unfairly  discriminates 


against  older  workers  and  workers  who 
are  only  irregularly  employed  as  to  future 
payments.  This  is  so  because  the  method 
of  computing  benefits  provided  for  in 
H.  R.  6000  gives  these  groups  substanially 
lower  benefits  than  younger  workers  and 
workers  who  enjoy  steady  employment. 
This  is  a  grave  defect  in  H.  R.  6000  and 
should  be  remedied. 

H.  R.  6000  contains  other  objection¬ 
able  features  which  should  be  corrected  if 
we  are  to  have  a  sound  and  balanced 
social  security  program.  Let  me  call  your 
attention  to  the  following: 

First.  H.  R.  6090  imposes  on  the 
younger  people  in  the  country  the  fixed 
obligation  of  paying  higher  taxes  in  the 
future  in  order  to  pay  for  higher  benefits 
than  the  Congress  is  willing  to  provide 
today  in  H.  R.  6090.  No  justification  has 
been  shown  for  imposing  this  additional 
$2,000,000,000  annual  cost  on  the  oncom¬ 
ing  generation. 

Second.  II.  R.  6000  excludes  from  cov¬ 
erage  approximately  1,300,000  of  house¬ 
hold  workers  who  need  social  security 
protection  the  most. 

Third.  H.  R.  6000  provides  for  higher 
benefits  to  those  who  are  best  able  to 
provide  for  their  own  security  and  dis¬ 
criminates  against  those  with  wages  be¬ 
low  $3,000  a  year  for  whom  the  system 
should  primarily  be  concerned. 

Fourth.  H.  R.  6000  threatens  the  exist¬ 
ence  of  the  established  pensions  system 
of  our  teachers,  firemen,  policemen,  and 
other  State  and  local  employees. 

Fifth.  H.  R.  6000  launches  the  Federal 
Government  into  a  vast  and  costly  new 
program  of  underwriting  disability  in¬ 
surance  for  some  50,000,000  people  with¬ 
out  at  first  providing  an  opportunity  to 
judge  the  effectiveness  of  meeting  the 
problem  through  the  sounder  and  less 
costly  grants-in-aid  program  which  is 
also  provided  for  in  H.  R.  6000. 

Sixth.  In  order  to  pay  the  cost  of  the 
program  H.  R.  6000  calls  for  eight  differ¬ 
ent  tax  increases  within  the  next  20 
years. 

Seventh.  H.  R.  6000  surrenders  to  the 
Treasury  Department  and  the  Federal 
Security  Administration  the  right  to  de¬ 
termine  the  rate  of  social -security  tax  a 
person  must  pay  by  giving  those  agencies 
the  authority  to  determine  who  is  a  self- 
employed  person  and  who  is  an  em¬ 
ployee. 

Eighth.  Under  H.  R.  6000  the  trust 
fund  will  grow  to  over  $90,000,000,000. 

Let  me  tell  you  how  this  trust  fund 
works : 

Amounts  accumulated  under  the  old- 
age  and  survivors  insurance  program  are 
held  in  the  Federal  old-age  and  survivors 
insurance  trust  fund,  and  financial  opera¬ 
tions  under  the  program  are  handled 
through  this  fund.  The  primary  source 
of  the  fund’s  receipts  is  amounts  appro¬ 
priated  to  it  under  permanent  appropria¬ 
tion,  on  the  basis  of  contributions  paid 
by  workers  and  employers  in  employ¬ 
ments  covered  by  the  Federal  Insurance 
Contributions  Act.  The  Federal  Insur¬ 
ance  Contributions  Act  requires  all  em¬ 
ployees  and  employers,  except  those  in 
specifically  excluded  employments,  to  pay 
contributions  with  respect  to  the  wages 
of  individual  workers,  disregarding 
amounts  in  excess  of  $3,000  per  annum. 
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These  contributions  are  collected  by  the 
Bureau  of  Internal  Revenue  and  are 
paid  into  the  Treasury  as  internal-reve¬ 
nue  collections.  Sums  equivalent  to  100 
percent  of  current  collections  (including 
taxes,  interest,  penalties,  and  additions 
to  taxes)  are  transferred  to  the  trust 
fund  as  such  collections  are  received. 

The  Social  Security  Act  of  1935  fixed 
the  contribution  rates  for  employees  at 
1  percent  of  taxable  wages  for  the  calen¬ 
dar  years  1937,  1938,  and  1939;  employer 
rates  were  also  fixed  at  1  percent  for  the 
same  period.  The  1935  act  provided  that 
these  rates  should  rise  to  1*4  percent  on 
January  1,  1940,  to  2  percent  on  January 
1,  1943,  to  2V2  percent  on  January  1, 
1946,  and  to  3  percent  on  January  1,  1949. 
The  Social  Security  Act  amendments  of 
1939  modified  this  original  schedule  of 
contribution  rates  to  provide  that  the 
rate  of  1  percent  each  on  employees  and 
employers  should  continue  in  effect 
through  1942,  but  left  the  remainder  of 
the  schedule  as  originally  enacted. 

Successive  annual  acts  of  Congress, 
however,  extended  the  1 -percent  rates 
from  1943  through  1947.  The  Social  Se¬ 
curity  Act  amendments  of  1947  extend 
the  1-percent  rates  through  1949;  at  the 
end  of  1949,  accordingly,  the  1-percent 
rates  will  have  been  in  effect  for  13  years. 
The  amendments  of  1947,  however,  pro¬ 
vide  that  the  rates  shall  rise  to  IV2  per¬ 
cent  on  January  1,  1950,  and  to  2  per¬ 
cent  on  January  1,  1952. 

The  second  source  from  which  receipts 
of  the  trust  fund  are  derived  is  interest 
received  on  investments  held  by  the  fund. 

A  third  source  of  revenue  for  the  trust 
fund  is  provided  for  in  section  902  of  the 
Revenue  Act  of  1943,  the  so-called  Mur¬ 
ray  amendment.  This  act  amended  sec¬ 
tion  201  of  the  Social  Security  Act  and 
authorizes  the  appropriation  to  the  trust 
fund  of  such  additional  sums  out  of  gen¬ 
eral  revenues  as  may  be  required  to 
finance  the  benefits  and  payments  pro¬ 
vided  in  title  II  of  the  Social  Security 
Act.  No  appropriations  have  been  made 
under  this  authorization. 

The  Social  Security  Act  amendments 
of  1946  provide  survivorship  protection 
to  certain  World  War  II  veterans  for  a 
period  of  3  years  following  their  dis¬ 
charge  from  the  armed  forces.  Section 
210  (d)  of  these  amendments  authorizes 
Federal  appropriations  to  reimburse  the 
Federal  old-age  and  survivors  insurance 
trust  fund  for  such  sums  as  are  with¬ 
drawn  to  meet  the  additional  cost,  in¬ 
cluding  administrative  expenses,  of  the 
payments  to  survivors  of  World  War  II 
veterans  under  the  amendments. 

Public  Law  642,  Gearhart  resolution, 
authorized  an  appropriation  to  the  trust 
fund  from  general  revenues  equal  to  the 
estimated  total  amount  of  benefits  paid 
and  to  be  paid  under  title  II  of  the  So¬ 
cial  Security  Act  that  would  not  have 
been  paid  had  the  amended  definition 
been  in  effect  beginning  August  14,  1935. 

On  June  23  the  information  was  sup¬ 
plied  in  a  letter  to  the  Speaker  dated 
June  23.  The  information  is  as  follows: 

A.  “The  total  amount  paid  as  benefits 
under  title  II  of  the  Social  Security  Act 
which  would  not  have  been  paid  had  the 
amendment  made  by  subsection  (a)  been 
In  effect  on  and  after  August  14,  1935.” 


As  of  September  30,  1948,  an  estimated 
$4,900,000  of  such  benefits  had  been  paid. 

B.  “The  total  amount  of  such  payments 
which  the  Administrator  estimates  will  here¬ 
after  be  paid  by  virtue  of  the  provisions  of 
subsection  (b).” 

Such  payments  after  September  30,  1948, 
are  estimated  as  $16,100,000. 


Ninth.  H.  R.  6000  extends  the  whole 
social -security  program,  including  the 
proposed  disability  payments,  to  Puerto 
Rico  and  the  Virgin  Islands.  The  exten¬ 
sion  of  the  system*  to  these  possessions 
will  create  many  anomalies  and  unfor¬ 
tunate  results  which  could  be  avoided  by 
establishing  an  independent  system  for 
these  and  other  possessions  based  on 
their  own  economic  level. 

Tenth.  H.  R.  6000  provides  for  funeral 
benefits  for  which  already  more  than 
78,000,000  persons  have  paid  for  in  some 
life-insurance  protection. 

I  have  called  to  your  attention  some 
of  the  major  defects  of  this  proposed 
legislation  and  now  direct  your  attention 
to  some  specific  proposals  for  correcting 
them.  These  proposals  are  summarized 
in  the  minority  views  in  House  Report 
No.  1300,  beginning  on  page  157,  and  are 
discussed  fully  therein.  They  are  as 
follows: 

1.  Continuation  of  the  present  $3,000  wage 
base:  Increasing  the  wage  base  to  $3,600,  as 
proposed  in  H.  R.  6000,  results  in  higher 
benefits  to  those  better  able  to  provide  their 
own  protection  and  does  nothing  to  increase 
the  benefits  for  those  with  average  wages 
below  $3,000  for  whom  the  system  should  be 
primarily  concerned.  It  increases  the  dollar 
cost  of  the  system  substantially,  provides  a 
windfall  to  persons  near  retirement  who  earn 
$3,600  or  more,  and  unnecessarily  complicates 
the  keeping  of  wage  records  by  employers 
who  must  continue  to  report  unemployment 
taxes  on  a  $3,000  wage  base. 

2.  Elimination  of  the  automatic  yearly 
benefit  increase  factor  (the  “increment”) : 
This  provision  increases  the  cost  of  the  pro¬ 
gram  by  approximately  $1,000,000,000  an¬ 
nually,  discriminates  against  older  workers 
and  the  irregularly  employed,  and  automati¬ 
cally  commits  future  generations  to  the  pay¬ 
ment  of  higher  benefits  than  will  be  paid 
today. 

3.  In  conjunction  with  recommendations 
1  and  2  above,  we  recommend  using  the  high¬ 
est  10  consecutive  years  in  determining  the 
average  monthly  wage:  To  assure  more  ade- 


Por  purposes  of  appropriation  to  the  Fed¬ 
eral  Old-Age  and  Survivors  Insurance  Trust 
Fund  in  accordance  with  section  2  (c)  (2), 
the  two  amounts  given  above  should  be  ad¬ 
justed  for  interest.  Thus,  assuming  a  2- 
percent  interest  rate  and  January  1,  1950,  as 
the  effective  date  of  the  transfer  of  funds, 
the  two  amounts  would  be  $5,300,000  and 
$13,600,000  respectively. 


quate  protection  for  those  who,  owing  to  ir¬ 
regular  employment,  have  average  wages  of 
$3,000  or  less  for  whom  the  system  should 
primarily  be  concerned,  benefit  payments 
should  be  based  on  the  highest  10  consecu¬ 
tive  years  of  earnings  rather  than  on  an  aver¬ 
age  monthly  wage  determined  over  the  en¬ 
tire  working  time  of  the  Individual  as  pro¬ 
vided  for  in  the  bill. 

4.  Elimination  of  the  authority  of  the 
Treasury  to  extend  definition  of  “employee”: 
Paragraph  4  of  the  definition  of  "employee” 
gives  to  the  Treasury  Department  virtually 
unlimited  discretion,  through  authority  to 
extend  the  definition  of  “employee,”  to  de¬ 
termine  where  the  impact  of  the  social- 
security  taxes  will  fall.  As  a  result  of  this 
authority,  large  numbers  of  persons  will  have 
no  way  of  knowing  their  social-security  tax 
liability  until  the  Treasury  determines  it 
for  them. 

5.  Realistic  coverage  for  household  work¬ 
ers:  The  bill  purports  to  extend  coverage  to 
household  workers  but  in  reality  does  so  for 
only  a  small  group — 1,300,000  of  these  work¬ 
ers  are  excluded  under  the  bill.  Coverage 
should  be  real,  not  theoretical. 

6.  Teachers,  firemen,  and  policemen  with 
their  own  pension  systems  should  be  ex¬ 
cluded:  We  recommend  direct  exclusion  of 
teachers,  firemen,  and  policemen,  who  are  al¬ 
ready  covered  under  their  own  retirement 
and  pension  systems.  It  would,  in  our  opin¬ 
ion,  be  a  mistake  to  take  any  action  which 
might  Jeopardize  these  existing  systems  to 
which  contributions  have  been  made  over 
long  periods  of  time. 

7.  Establishment  of  an  independent  sys¬ 
tem  for  Puerto  Rico,  the  Virgin  Islands,  and 
other  possessions:  A  social-security  system 
specifically  geared  to  the  economic  level  of 
these  islands  is  desirable.  The  extension  of 
the  proposed  legislation  to  these  possessions 
will,  however,  create  many  anomalies  and 
unfortunate  results  which  could  otherwise 
be  avoided. 

8.  Continuation  of  existing  law  with  re¬ 
spect  to  lump-sum  death  payments:  More 
than  78,000,000  persons  have  already  paid 
for  the  same  private  life-insurance  protec¬ 
tion  which  this  provision  in  the  bill  would 
duplicate  or  replace.  Encroachment  by  the 
Federal  Government  into  this  field  is  ac¬ 
cordingly  unjustified. 


Fiscal  data  on  Federal  old-age  and  survivors  insurance  system 


[In  millions  of  dollars] 


Calendar  year 

Appropria- 
ations  to 
fund  1 

Interest 

Total  in¬ 
come 

Benefits 

paid 

Adminis¬ 
trative 
expenses 
from  fund 

Added  lo 
fund 

1937 . . 

$614 

$2 

$510 

$1 

(!) 

(!) 

(t) 

$615 

348 

1938 . . 

343 

15 

358 

10 

1939 . . . . 

500 

27 

593 

14 

577 

1940 _ _ _ _ _ _ 

007 

43 

050 

35 

>26 

589 

1911 _ _ _ _ _ 

789 

56 

845 

88 

20 

731 

1942 _ _ _ _ 

1,012 

72 

1 . 0.85 

131 

28 

920 

1943 _ 

1,  239 

88 

1,3*28 

106 

29 

1,  132 

1044 _ _ _ 

1.310 

107 

1,422 

209 

29 

1, 184 

1945... _ _ _ _ 

1.285 

134 

R  420 
1.447 

274 

30 

1,  110 

1940 _ _ _ 

1.295 

152 

378 

40 

1,029 
1.  210 

1 947 _ 

1,  558 

164 

1,  722 

46 

1948 _ _ _ _ _ 

1.688 

281 

1,969 

556 

51 

1,  302 

1937-48... . . 

12,  214 

1, 142 

13,  356 

2,329 

305 

10,  722 

1  Beginning  July  1, 1 940,  appropriations  equal  taxes  collected,  except  that  after  1046  appropriations  include  relatively 
small  amounts  appropriated  to  meet  benefit  costs  and  administrative  costs  of  the  special  veterans’  survivor  benefit's 
of  sec.  210  (namely,  $375,000  in  1947;  $700,000  in  1943;  arid  $3,251,000  in  1849).  Prior  to  July  1,  1940,  Congress,  in 
accordance  with  the  provisions  of  the  Social  Security  Act  of  1935,  annually  appropriated  funds  to  the  old-age  reserve 
account  based  on  estimates  of  amounts  renuired  to  finance  the  system  on  an  actuarial  basis. 

1  Administrative  expenses  of  the  Social  Security  Administration  and  the  Treasury  Department  under  title  11  o; 
the  Social  Security  Act.  and  under  the  Federal  Insurance  Contributions  Act  were  reimbursed  out  of  the  fund  begin¬ 
ning  Jon.  1.  1940. 
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9.  Confine  total  and  permanent  disability 
payments  to  the  public  assistance  program: 
Prior  to  launching  Into  the  hazardous  and 
tremendously  costly  field  of  disability  in¬ 
surance,  opportunity  should  first  be  given  to 
meet  the  problem  through  the  sounder  and 
less  costly  Federal  grants-in-aid  program. 
Such  an  opportunity  is  provided  for  in  the 
bill  by  extending  Federal  participation  to 
payments  to  all  permanently  and  totally 
disabled  persons  who  are  in  need.  The  cost 
of  the  proposed  disability  insurance  program 
may  well  exceed  $1,000,000,000  annually 
within  the  next  few  years. 

EFFECT  OF  OUR  RECOMMENDATIONS 

If  the  above  changes  are  made  in  this 
proposed  legislation,  the  compulsory  social- 
insurance  system  will  be  kept  within  its 
fundamental  purpose  and  its  cost  and  the 
necessary  taxes  required  for  its  support  will 
be  substantially  reduced.  According  to  ac¬ 
tuarial  advice,  the  average  annual  saving 
until  the  maturity  of  the  program,  some  50 
years  hence,  will  be  in  the  neighborhood  of 
$1,250,000,000.  This  saving  is  real  and  not 
illusory  and  the  result  would  be  wholly  com¬ 
patible  with  the  aims  of  the  social-security 
program.  More  than  that,  an  adoption  of 
our  recommendations  will  aid  in  preserving 
the  proper  relationship  between  security 
achieved  through  social  insurance  and  that 
which  is  to  be  had  through  individual  self- 
reliance.  The  approximately  $60,000,000,000 
so  saved  over  this  period  would  be  available 
to  the  American  people  for  their  individual 
use  in  providing  for  their  own  additional 
financial  security  in  the  manner  most  appro¬ 
priate  and  fitting  to  their  own  circumstances. 

I  have  set  forth  some  very  real  and 
basic  defects  in  H.  R.  6000  which  should 
be  corrected,  and  I  have  outlined  the 
recommendations  contained  in  the 
minority  views  for  correcting  these  de¬ 
fects.  I  will  now  elaborate  on  a  few  of 
these  points  to  show  you  that  the  defects 
in  H.  R.  6000  are  real  and  not  illusory, 
and  that  they  should  be  corrected  as 
has  been  done  in  the  bill  H.  R.  8297 
introduced  by  my  colleague  from  New 
Jersey  [Mr.  Kean], 

THE  BLANK-CHECK  DEFINITION  OF  EMPLOYEE 

It  would  be  manifestly  upsetting  to  a 
business  to  find  that  persons  with  whom 
it  has  business  relations  have  suddenly 
become  its  employees,  and  that  it  has  a 
set  of  tax  and  other  obligations  as  their 
employer.  That  almost  happened  last 
year,  and  may  happen  during  this  Con¬ 
gress. 

Last  year,  the  Congress  prevented  it 
from  happening.  For  Congress  deter¬ 
mined  that  it,  and  not  the  executive  or 
judicial  branch  of  the  Government, 
should  define  “employee”  for  social- 
security  purposes.  The  previous  year,  it 
had  done  the  same  thing  for  labor-re¬ 
lations  purposes.  In  each  o^se  Con¬ 
gress  provided  by  law  that  the  term  “em¬ 
ployee”  in  the  particular  statute  was  not 
to  be  streched  by  administrative  and 
judicial  ruling  to  include  persons  who 
were  not  employees,  but  were  independ¬ 
ent  business  people  instead.  In  both 
cases  the  congressional  action  was 
taken  and  adhered  to  over  Presidential 
veto. 

Politics  is  now  in  the  picture  more 
strongly  than  ever,  with  intensive  ad¬ 
ministration  pressure  being  brought  to 
bear  on  Congress  to  reverse  its  previous 
stand,  and  give  the  administrative  and 
judicial  branches  a  free  hand  in  deciding 
who  shall  be  considered  independent  and 


who  shall  be  considered  employees.  This 
would  be  lovely  from  a  bureaucratic 
viewpoint,  but  tragic  from  a  business 
viewpoint,  and  would  mark  a  point  of 
surrender  of  congressional  responsibility 
to  write  the  laws. 

In  the  last  presidential  election  politi¬ 
cal  capital  was  sought  to  be  made  of  the 
action  of  the  Eightieth  Congress  in  de¬ 
fining  “employee”  for  social-security 
purposes.  The  country  was  showered 
with  propaganda  that  from  half  to  three- 
quarters  of  a  million  people  had  been  de¬ 
prived  of  social-security  benefits  by  the 
action  of  Congress  in  adopting  the  Gear¬ 
hart  resolution  defining  “employee.”  This 
despite  the  fact  that  the  term  was  de¬ 
fined  no  differently  from  the  way  it  had 
been  defined  for  the  previous  13  years  in 
the  administration’s  own  Treasury  regu¬ 
lations. 

Majority  members  of  the  Committee 
on  Ways  and  Means  have  adopted  a  pur¬ 
ported  definition  of  “employee”  for  old- 
age  and  survivors  insurance  purposes. 
But  what  the  committee  has  actually 
done  is  to  undefine  “employee”  inasmuch 
as  paragraph  (4)  gives  the  administra¬ 
tion  and  the  courts  virtually  unlimited 
discretion  to  treat  all  sorts  of  people  as 
employees  on  the  basis  of  a  number  of 
vague  “factors.” 

This  blank  check  provision  does  not 
say  who  is  an  employee  and  who  is  not 
an  employee.  The  paragraph  itself  is  the 
best  evidence  of  this  fact: 

(4)  Any  individual  who  is  not  an  em¬ 
ployee  under  paragraphs  (1),  (2),  or  (3)  of 
this  subsection  but  who,  in  the  performance 
of  service  for  any  other  person'  for  remunera¬ 
tion,  has,  with  respect  to  such  service,  the 
status  of  an  employee,  as  determined  by  the 
combined  effects  of  (A)  control  over  the  in¬ 
dividual.  (B)  permanency  of  the  relation¬ 
ship,  (C)  regularity  and  frequency  of  the 
performance  of  the  service,  (D)  integration 
of  the  individual’s  work  in  the  business  to 
which  he  renders  service,  (E)  lack  of  skill 
required  of  the  individual,  (F)  lack  of  in¬ 
vestment  by  the  individual  in  facilities  for 
work,  and  (G)  lack  of  opportunities  of  the 
individual  for  profit  or  loss. 

Any  time  the  Bureau  of  Internal  Reve¬ 
nue  or  the  Federal  Security  Agency  or 
the  court  wants  to  hold  a  person  to  be 
an  employee,  at  least  two  or  three  of 
these  factors,  as  interpreted  by  them,  can 
be  cited  in  justification. 

The  control  factor,  according  to  the 
regulations  which  the  Treasury  proposed 
last  year  but  which  the  Gearhart  reso¬ 
lution  stopped,  includes  power  to  control 
as  contrasted  with  right  to  control  or 
actual  control.  It  is  stated  that  this  can 
be  inferred  from  the  position  of  the  par¬ 
ties.  It  is  found  in  practically  all  situa¬ 
tions  where  A  contracts  out  a  job  to  B. 

“Permanency  of  relationship”  can 
usually  be  found  also,  as  the  relationship 
may  be  as  permanent  as  that  of  an  em¬ 
ployer-employee  relationship. 

“Regularity  and  frequency  of  per¬ 
formance”  may  likewise  be  found  in 
many  relationships  where  the  parties  are 
in  fact  independent.  “Integration  of  the 
individual’s  work”  in  the  firm’s  business 
is  normal  to  most  business  relationships. 

Without  bothering  to  review  the  other 
factors,  it  should  be  apparent  that  the 
administration  and  the  courts  can 
clearly  cover  a  host  of  situations,  if  they 
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decide  to  do  so.  They  can  point  out  a 
few  factors  to  justify  their  decision. 

The  question  involved  is  not  old-age 
and  survivors  insurance  benefit  cover¬ 
age.  Even  if  the  existing  definition  were 
untouched  and  the  Gearhart  resolution 
allowed  to  stand,  the  people  involved 
would  be  covered  for  social-security  pur¬ 
poses  as  self-employed  people  under 
other  provisions  of  the  committee  bill. 

So  the  proposed  new  definition  would 
be  devoid  of  social  effects.  Its  only  effect 
would  be  to  saddle  firms  with  the  re¬ 
sponsibility  of  ascertaining  and  report¬ 
ing  wages  of  persons  with  whom  they 
have  business  relations,  even  though  such 
persons  are  not  employees  and  do  not 
receive  wages  in  the  usual  sense. 

But  there  is  a  larger  issue,  too.  The 
Supreme  Court  has  made  clear  that  de¬ 
cisions  in  the  field  it  refers  to  as  social 
legislation  are  strongly  persuasive 
throughout  the  field.  Thus  it  has  cited 
labor  relations  decisions  interpreting 
employee  in  social-security  cases,  and 
has  cited  wage  and  hours  cases  in  labor 
relations  cases. 

There  is  no  question  but  that  if  para¬ 
graph  4  of  the  proposed'  definition  is 
adopted  for  old-age  and  survivors  in¬ 
surance,  it  will  soon  be  reckoned  with  in 
unemployment  compensation,  workmen’s 
compensation,  and  related  fields — per¬ 
haps  even  in  the  laws  of  agency  and 
negligence. 

Thus  the  implications  of  whether 
paragraph  4  of  the  proposed  definition 
is  adopted  or  rejected  are  widespread. 
Perhaps  the  most  important  single  issue 
is  whether  Congress  will  write  a  true 
statutory  definition,  or  whether  it  will 
yield  to  political  pressure  from  the  ad¬ 
ministration  and  hand  over  the  preroga¬ 
tive  of  defining  employee  to  the  other 
branches  of  Government. 

Congress  itself  should  define  employee 
and  not  hand  over  to  bureaucrats  a  set 
of  factors  to  be  used  at  leisure  to  bol¬ 
ster  up  predetermined  administrative 
decisions.  We  are  on  high  ground  when 
we  insist  that  we  have  a  rule  of  law  and 
not  of  men. 

Paragraphs  (1)  and  (2)  of  the  defini¬ 
tion  are  in  effect  a  mere  rewrite  of  the 
Gearhart  resolution,  except  that  para¬ 
graph  (2)  is  positively  stated  as  the  com¬ 
mittee  decided  to  overrule  the  Supreme 
Court  holding  in  the  Bartels  case. 

Paragraph  (3)  stands  as  direct  proof 
that  Congress  can  extend  the  definition 
of  “employee”  on  a  clear  and  under¬ 
standable  basis.  The  status  of  several 
categories  of  persons,  such  as  city  and 
traveling  salesmen,  is  made  clear  under 
this  paragraph.  While  there  is  a  serious 
question  as  to  the  equity  of  covering  two 
or  three  of  the  categories,  the  approach 
of  paragraph  (3)  brings  the  issue  in 
sharp  focus  before  the  Congress  and  the 
persons  who  may  be  affected. 

Paragraph  (3)  was  prepared  and  pre¬ 
sented  as  a  proper  approach  by  the  tech¬ 
nical  staff  of  the  Joint  Tax  Committee, 
after  representatives  of  the  Federal  Se¬ 
curity  Agency  and  the  Treasury  had  in¬ 
sisted  that  only  the  vague  factors  re¬ 
ferred  to  by  the  Supreme  Court  should 
be  used.  This  paragraph  covers  specifi¬ 
cally  all  groups  who  appeared  befor  the 
committee  requesting  coverage  as  ern- 
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ployees,  and  practically  all  classes  that 
the  Treasury  and  Federal  Security 
Agency  admitted  they  intend  to  cover  by 
applying  the  Supreme  Court  factors.  In 
adopting  this  paragraph  the  committee 
was  in  a  position  to  know  exactly  whose 
status  would  be  affected.  It  should  have 
spent  more  time  in  considering  and  per¬ 
fecting  this  paragraph. 

Instead,  the  issue  was  whether  this 
paragraph  or  paragraph  (4)  would  be 
adopted.  This  was,  in  fact,  the  issue  of 
whether  the  Congress  would  define  cov¬ 
erage,  or  whether  it  would  turn  over  this 
legislative  function  to  the  administra¬ 
tion. 

While  the  majority  report  may  attempt 
to  appraise  the  effect  of  paragraph  (4), 
it  is  doubtful  whether  such  appraisal  will 
be  of  any  legal  significance  in  the  ac¬ 
tions  which  may  be  taken  under  it  by 
the  administrative  agencies  or  by  the 
courts,  if  it  is  allowed  to  become  law. 

Only  one  thing  is  clear.  The  status 
of  no  person  who  is  an  employee  under 
paragraphs  (1),  (2),  or  (3)  will  be  af¬ 
fected  by  paragraph  (4) ,  but  persons  who 
are  not  employees  under  paragraphs  (1) , 
<2),  or  (3)  may  be  held  to  be  employees 
from  the  combined  effect  of  the  vague 
factors  enumerated  in  paragraph  (4). 

In  view  of  the  scope  of  the  first  three 
paragraphs,  and  inasmuch  as  paragraph 
(3)  can  be  broadened  to  any  extent  de¬ 
sired  by  the  Congress,  there  is  manifestly 
no  justification  whatsoever  for  para¬ 
graph  (4).  It  was  adopted  by  the  ma¬ 
jority  under  extreme  pressure  by  the  ad¬ 
ministration.  It  is  a  surrender  of  the 
prerogative  of  the  Congress  to  write  the 
definitions  in  tax  laws. 

It  gives  the  administration  a  weapon 
with  which  to  terrorize  business. 

It  leaves  the  status  of  millions  of  our 
citizens  to  the  almost  unbridled  exercise 
of  administrative  discretion,  and  does  so 
just  at  a  time  when  they  must  determine 
at  their  peril  whether  they  are  to  be  held 
covered  as  employees  or  as  self-employed. 

No  social  purpose,  not  even  a  fiscal 
purpose,  would  be  served  by  adoption  of 
paragraph  (4)  to  offset  the  confusion 
and  uncertainty  which  would  result  from 
Its  adoption. 

But  its  adoption  would  mark  a  tragic 
departure  from  the  constitutional  divi¬ 
sion  of  powers  among  the  three  branches 
of  Government.  Congress  would  sur¬ 
render  its  right  and  duty  of  prescribing 
who  shall  be  subject  to  a  tax. 

Paragraph  (4)  is  the  approach  insisted 
upon  by  the  administration.  It  is  based 
on  dicta  in  the  Supreme  Court  cases 
which,  as  previously  mentioned,  were 
overruled  by  paragraph  (2)  of  the  defi¬ 
nition. 

The  committee  report  to  the  bill  states, 
as  to  paragraph  (4) : 

The  Supreme  Court  decisions  set  forth  a 
number  of  factors  to  be  considered  *  *  •. 
A  major  difficulty  *  *  *  is  the  indica¬ 

tion  by  the  Court  that  the  factors  consid¬ 
ered  by  it  are  not  exclusive  *  *  *.  Your 

committee  has  attempted  to  chart  a  more 
definite  course  than  that  laid  down  by  the 
Supreme  Court  *  *  *  and  at  the  same 

time  has  limited  the  possibilities  of  tax 
avoidance  by  employers. 

But  a  correct  analysis  is  found  in  the 
report  to  the  committee  of  its  joint  tax 
committee  technical  staff  contained  in 


the  appendix  of  the  minority  report, 
which  states: 

The  Supreme  Court  *  *  *  left  the 

door  open  for  the  development  of  new  fac¬ 
tors  *  *  *  the  definition  limits  consid¬ 

eration  to  six  specific  factors.  It  was  an¬ 
ticipated  that  this  would  avoid  uncertain 
tax  consequences,  but  this  may  prove  to  be 
a  handicap  to  the  taxpayer  *  *  *  for 

example,  the  fact  that  an  individual  is  free 
to  hire  helpers  *  *  *  deserves  to  be 

treated  as  a  factor  indicating  an  independent 
status. 

The  staff  considered  paragraph  (4) 
unsound,  saying: 

Paragraph  (4)  of  the  definition  adopts  a 
method  of  extending  the  definition  of  em¬ 
ployee  which  is  basically  undesirable  be¬ 
cause  it  is  too  uncertain  in  its  scope  and 
because  it  will  extend  the  definition  to  in¬ 
clude  groups  for  whom  it  would  be  imprac¬ 
tical,  if  not  impossible,  to  demand  an  ac¬ 
counting  *  *  *.  Assurances  by  present 

administrators  of  the  voluntary  limits  they 
will  place  on  interpretation  of  the  broad  pro¬ 
visions  *  *  *  will  not  be  binding  for  the 

future. 

The  admitted  and  potential  scope  of 
paragraph  (4)  Is  also  indicated  in  the 
technical-staff  report: 

The  Federal  Security  Agency  states  as  its 
present  opinion  that  the  economic  depend¬ 
ency  test  would  *  *  *  include  outside 

salesmen  *  *  *  lessee  taxicab  operators 

*  *  *  life-insurance  salesmen,  house-to- 

house  salesmen,  industrial  home  workers,  en¬ 
tertainers,  contract  loggers,  mine  lessees, 
journeymen  tailors,  subcontractors  *  *  * 

contract  filling-station  operators.  It  is 
highly  probable  that  the  economic  depend¬ 
ency  test  would  *  *  *  include  neigh¬ 

borhood  newspaper  correspondents  *  *  * 
at  least  some  fire,  theft,  and  casualty  sales¬ 
men;  real-estate  salesmen;  bulk-oil  distribu¬ 
tors;  gasoline-station  operators;  subscrip¬ 
tion  agents  for  periodicals. 

Even  the  committee  appears  to  be 
aware  of  the  indefiniteness  of  paragraph 
(4) ,  and  its  report  sets  out  its  belief  as 
to  how  the  factors  will  be  applied  in  seven 
situations.  These  examples  are  presum¬ 
ably  intended  to  be  reassuring,  as  under 
the  particular  facts  set  out  in  each  rase, 
six  out  of  the  seven  were  stated  not  to 
be  employees. 

But,  in  applying  the  seven  tests  under 
the  definition: 

First.  The  “integration”  factor,  indi¬ 
cating  an  employee  status,  was  found 
present  in  every  case. 

Second.  The  “skill”  factor,  indicating 
independent  status,  was  recognized  in 
only  one  case  in  which  there  was  not  a 
substantial  investment,  and  in  that  case 
the  individual  was  held  to  be  an  em¬ 
ployee. 

Third.  “Opportunity  for  loss,”  indicat¬ 
ing  independent  status,  was  not  recog¬ 
nized  in  any  case  where  there  was  not  a 
substantial  investment. 

Fourth.  “Permanency,”  indicating  em¬ 
ployee  status,  was  found  to  exist  in  every 
case  except  one,  and  in  that  case  was 
tied  in  with  the  next  factor. 

Fifth.  “Regularity  and  frequency  of 
performance,”  indicating  an  employee 
status,  which  was  found  to  exist  in  six 
cases. 

Sixth.  “Investment,”  indicating  inde¬ 
pendent  status,  was  specified  as  substan¬ 
tial  in  five  cases. 

Seventh.  “Control,”  indicating  em¬ 
ployee  status,  even  though  factually  in¬ 


consequential,  was  concluded  to  be  pres¬ 
ent  in  five  cases. 

This  prevalence  of  factors  pointing  to 
the  employer-employee  relationship  even 
in  the  factual  situations  illustrated, 
raises  the  question  of  what  will  be  the 
actual  holdings.  For  paragraph  (4)  is 
not  a  definition,  but  a  direction  to  the 
administrative  agencies  and  the  courts 
to  apply  the  factors  to  the  particular  sit¬ 
uation. 

Any  firm  may  find  an  alarming  num¬ 
ber  of  factors  present  in  the  case  of  per¬ 
sons  never  considered  its  employees. 
The  Treasury  and  the  courts  would  have 
an  accordion  for  a  yardstick  in  deter¬ 
mining  these  persons’  status. 

As  stated  in  the  joint  tax  committee 
technical  staff  report:  *  *  »  some 

*  *  *  factors  will  point  each  way  *  *  * 
It  would  be  impossible  to  forecast  which  fac¬ 
tors  would  be  controlling  when  they  conflict. 
In  practice  it  is  likely  that  such  conflicts 
would  be  resolved  by  the  tax  administrators 
on  an  Intuitive  approach,  *  *  *  an  ap¬ 

proach  that  is  contrary  to  the  principle  of 
certainty  in  tax  statutes. 

THE  INCREMENT  IN  H.  R.  6000 

The  existing  social -security  law  pro¬ 
vides  that  the  benefit  amount  which  a 
recipient  receives  is  increased  by  1  per¬ 
cent  for  each  year  that  the  worker  has 
worked  in  covered  employment.  This 
means  that  the  amount  of  benefits  are 
increased  40  percent  by  40  years  of 
coverage. 

H.  R.  6000  continues  the  increment 
factor  but  reduces  it  to  one-half  of  1 
percent. 

I  believe  that  the  increment  factor 
should  be  entirely  eliminated,  and  my 
recommendation  is  supported  by  the  Ad¬ 
visory  Council  on  Social  Security  in  its 
report,  Senate  Document  No.  208,  Eight¬ 
ieth  Congress,  second  session,  beginning 
on  page  34,  which  says: 

The  benefit  formula  of  the  present  pro¬ 
gram,  with  its  automatic  increase  of  1  per¬ 
cent  for  each  year  of  coverage,  in  effect 
postpones  payment  of  the  full  rate  of  bene¬ 
fits  for  more  than  40  years  from  the  time 
the  system  began  to  operate.  Under  such 
provisions,  if  the  benefit  amount  of  a  retired 
worker  after  he  has  had  a  lifetime  of  cover¬ 
age  represents  a  reasonable  proportion  of 
his  average  wages  that  for  older  workers  who 
have  been  in  the  system  for  only  a  few  years, 
and  for  the  survivors  of  younger  workers, 
will  almost  of  necessity  be  inadequate.  Thus, 
the  survivors  of  a  man  who  began  working 
at  age  20  and  dies  at  age  30  will  have  rights 
to  benefits  only  about  three-fourths  as  large 
as  those  which  the  same  average  monthly 
wage  would  have  provided  if  he  had  lived 
to  age  65.  Yet  the  worker  who  dies  at  an 
early  age  has  had  less  opportunity  than 
have  older  workers  to  accumulate  savings 
and  other  resources  to  supplement  the  bene¬ 
fits  payable  to  his  survivors.  The  Advisory 
Council  believes  that  adequate  benefits 
should  be  paid  immediately  to  retired  bene¬ 
ficiaries  and  survivors  of  insured  workers  but 
considers  it  unwise  to  commit  the  system 
to  automatic  increases  in  the  benefit  for  each 
year  of  covered  employment. 

In  the  hearings  before  your  committee, 
the  principle  of  paying  higher  benefits  in 
the  future  and  discriminating  against 
oh’ oi'  workers  first  entering  the  system 
with  only  a  few  years  to  retire  was 
sharply  criticized  by  many  witnesses  and 
was  supported  only  by  the  A.  F.  of  L.,  the 
CIO,  and  the  Federal  Security  Agency. 
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In  cutting  the  increment  from  1  percent 
to  one-half  of  1  percent  the  majority 
have  recognized  the  inherent  unsound¬ 
ness  of  this  provision.  It  is  unfortunate 
that  they  were  unwilling  to  eliminate  it 
entirely. 

Not  only  does  the  increment  factor 
discriminate  against  older  workers  first 
entering  the  system  with  only  a  few  years 
to  retirement  and  favors  younger  work¬ 
ers  with  steady  employment,  but  it  also 
discriminates  against  workers  who  do 
not  have  continuous  employment.  It  is, 
however,  this  group  of  intermittent 
workers  who  are  least  able  to  provide  for 
their  own  security  and  for  whom  the 
system  should  be  primarily  concerned. 
No  justification  has  been  presented  for 
favoring  of  the  steadily  employed  worker, 
and  in  our  opinion  such  a  principle  is 
wholly  inconsistent  with  the  social  pur¬ 
poses  of  the  system  and  can  only  be  de¬ 
fended  in  the  light  of  political  ex¬ 
pediency.  The  view  of  the  Federal  Se¬ 
curity  Agency  in  advocating  the  reten¬ 
tion  of  the  increment  factor  is  that  it 
is  required  as  a  selling  point  to  induce 
workers  to  enter  the  system  and  to  com¬ 
pensate  those  who  have  paid  contribu¬ 
tions  over  a  long  period.  However,  the 
computation  of  the  average-wage  for¬ 
mula  which  includes  the  so-called  con¬ 
tinuation  factor  performs  this  function 
by  reducing  the  amount  of  benefits  of 
intermittent  workers.  The  increment 
factor  cannot,  therefore,  be  justified  on 
the  ground  that  those  with  long  periods 
of  covered  employment  should  receive 
higher  benefits  than  those  with  only 
intermittent  employment  because  this 
principle  is  taken  into  account  by  other 
provisions  in  the  bill. 

Another  most  serious  objection  to  the 
increment  factor  by  which  the  amount 
of  benefits  are  automatically  increased  is 
that  we  are  committing  future  genera¬ 
tions  of  Americans  to  the  payment  of 
benefits  which  are  higher  than  we  are 
willing  to  pay  today.  If  benefits  are 
adequate  today,  as  indeed  they  should 
be,  then  benefits  which  are  20  percent 
higher  in  the  years  to  come  must  be  too 
high.  I  believe  that  it  is  a  far  wiser 
course  to  periodically  review  the  ade¬ 
quacy  of  benefit  payments,  if  such  is 
necessary,  rather  than  to  set  into  opera¬ 
tion  this  automatic-escalator  clause 
which  binds  us  to  the  payment  of  higher 
benefits  in  the  future  when  the  costs  of 
the  whole  system  will  be  the  greatest. 
Another  example  of  the  unfortunate 
discriminatory  effect  of  the  increment 
factor  is  in  its  application  to  survivors’ 
benefits.  Obviously  a  worker  who  dies 
at  a  young  age  has  had  less  opportunity 
to  build  his  own  security,  and  yet  the 
benefits  to  his  wife  and  children  will  be 
lower  than  those  paid  to  the  survivors 
of  workers  who  die  at  older  ages.  These 
workers,  however,  have  had  a  lifetime 
to  build  their  own  security. 

Not  only  is  the  increment  principle 
discriminatory  and  unfortunate,  but  as 
was  clearly  pointed  out  in  the  hearings 
it  is  a  positively  dangerous  feature  be¬ 
cause  it  results  in  tremendous  additional 
costs  to  the  program.  For  example,  over 
the  next  50  years  the  additional  extra 
cost  because  of  the  increment  will  aver¬ 


age  approximately  $1,000,000,000  a  year, 
or  a  total  of  $50,000,000,000  for  this  one 
provision  in  H.  R.  6000.  Approximately 
40  or  50  years  hence  when  the  system 
has  approximately  reached  its  matur¬ 
ity,  the  yearly  cost  of  the  increment  will 
be  in  the  neighborhood  of  $2,000,000,000 
a  year.  Absolutely  no  justification  has 
ever  been  presented  for  imposing  this 
additional  cost  on  future  generations. 

It  should  be  clearly  emphasized  that 
this  unfair  and  discriminatory  provision 
which  results  in  this  tremendous  addi¬ 
tional  cost  to  the  system  is  absolutely  not 
necessary  in  order  that  benefits  may  be 
related  to  either  the  length  of  time  a 
worker  has  been  in  covered  employment 
or  the  amount  of  taxes  paid  by  the 
worker  into  the  system.  Incentives  for 
continuous  work  are  already  provided 
without  the  annual  increment  through 
the  continuation  factor  by  which  the 
amount  of  benefits  are  reduced  pro  rata 
for  time  spent  in  uncovered  employment. 
For  example,  a  worker  with  the  same 
average  monthly  wage  who  has  10  years 
of  covered  employment  out  of  a  possible 
20  years  will  receive  a  lower  benefit  than 
a  worker  who  has  20  years  of  covered  em¬ 
ployment  out  of  a  possible  20  years. 

It  is  completely  out  of  order  to  support 
the  increment  provision  on  the  ground 
that  some  private  pension  systems  and 
some  Federal  retirement  systems  have 
an  increment  provision  because  the  pur¬ 
pose  of  the  increment  in  these  systems 
is  to  encourage  valuable  employees  to  re¬ 
main  at  their  jobs.  But  this  is  not  a 
consideration  under  a  national  social  in¬ 
surance  system  where  workers  may  pass 
from  job  to  job  and  still  remain  in  cov¬ 
ered  employment  unless  we  are  now  to 
change  the  whole  concept  of  social  secu¬ 
rity  from  that  of  a  system  designed  to 
provide  an  adequate  floor  of  protection 
to  one  of  providing  a  high  scale  of  bene¬ 
fits  which  approaches  a  self-sufficiency 
labor. 

For  these  reasons  I  am  opposed  to  the 
one-half  percent  increment  contained  in 
H.  R.  6000.  This  provision  has  been 
eliminated  from  H.  R.  6297. 

INCLUSION  OF  PERMANENT  AND  TOTAL  DISABILITY 
INSURANCE  IN  H.  R.  6000 

The  committee’s  inclusion  of  perma¬ 
nent  and  total  disability  insurance  bene¬ 
fits  in  the  old-age  and  survivors  insur¬ 
ance  program  is  a  most  serious  mistake, 
embarking  the  Federal  Government  on 
a  program  of  untold  costs  with  political 
and  social  dangers  of  a  grave  nature. 
The  needy  worker  who  is  permanently 
and  totally  disabled  is  admittedly  in  need 
of  financial  help,  and  the  Social  Security 
Act  should  make  provision  for  him.  We 
believe,  however,  that  he  should  be  taken 
care  of  through  the  public-assistance 
program  rather  than  through  uncondi¬ 
tional  insurance  benefits  payable  as  a 
“right.”  Alternative  provision  for  public- 
assistance  benefits  to  the  permanently 
and  totally  disabled  will  afford  the  op¬ 
portunity  of  first-hand  study  of  the 
admittedly  serious  administrative  prob¬ 
lems  of  long-term  disability,  and  will 
provide  a  laboratory  for  watching  the 
practical  difficulties  unfold. 

Almost  no  testimony  of  consequence 
was  presented  to  the  committee  in  favor 
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of  the  inclusion  of  permanent  and  total 
disability  insurance  benefits.  While  the 
Senate  Advisory  Council  recommended 
that  insurance  benefits  be  provided,  they 
were  proposed  in  conjunction  with  a  sub¬ 
stantial  extension  of  the  old-age  and 
survivors  program  to  large  numbers  of 
individuals  not  to  be  covered  by  this  bill. 
The  recommendation  was  predicated, 
therefore,  on  the  reduction  in  percentage 
costs  which  would  be  occasioned  by  a 
broader  extension  of  coverage,  which  re¬ 
duction  in  costs  would  create  something 
of  a  cost  cushion  for  experiments  in  the 
permanent  and  total  disability  insurance 
field.  This  margin  is  not  available  in 
the  less  broad  extensions  to  uncovered 
classes  contemplated  by  this  bill.  Fur¬ 
thermore,  it  should  not  be  forgotten  that 
the  report  of  the  Advisory  Council  was 
accompanied  by  a  strong  dissent. 

That  the  cost  of  permanent  and  total 
disability  benefits  would  be  large  and  un¬ 
controllable  is  shown  conclusively  by  the 
experience  of  life-insurance  companies 
in  providing  such  benefits  in  their  policies 
issued  during  the  two  decades  from  1920 
to  1940,  where,  even  with  the  selection 
by  the  companies  of  only  the  better  in¬ 
surance  risks  and  the  inclusion  of  a 
much  smaller  percentage  of  women  than 
irt  the  labor  force  as  a  whole,  the  costs 
were  very  large  and  resulted  in  surplus 
losses  of  hundreds  of  millions  of  dollars. 
The  costs  of  the  proposed  benefits  will 
approximate  $1, -000,000,000  annually,  and 
require  at  least  2,000  additional  em¬ 
ployees  to  handle  the  program,  not 
counting  doctors  on  contract.  Not  only 
are  these  figures  very  disturbing,  espe¬ 
cially  when  added  to  the  billions  already 
involved  in  other  phases  of  the  program, 
but  in  the  light  of  the  experience  of  the 
insurance  companies  it  is  extremely 
doubtful  whether  the  costs  can  be  con¬ 
trolled  and  whether  even  this  additional 
bureaucracy  will  not  have  to  be  expanded 
manyfold  in  order  to  administer  the 
program.  Permanent  and  total  disabil¬ 
ity  is  peculiarly  a  subjective  condition; 
an  ailment  that  disables  one  does  not 
disable  another.  The  decision  to  con¬ 
tinue  to  work  or  stop  work  frequently 
depends  upon  ambition,  business  oppor¬ 
tunity,  or  financial  necessity  rather  than 
physical  handicap.  In  a  number  of  cases 
the  unquestioned  availability  of  cash 
benefits  actually  undermines  the  will  to 
recovery.  If  benefits  are  to  be  estab¬ 
lished  as  a  “right,”  there  will  no  doubt 
be  a  great  many  to  whom  the  temptation 
to  take  it  easy  will  be  irresistible.  This 
tendency  will  be  evident  in  a  most  ex¬ 
treme  form  in  the  event  of  a  business 
recession,  as  the  last  depression  showed 
a  very  substantial  increase  in  the  inci¬ 
dent  of  permanent  and  total  disability 
insurance  claims.  How  a  Government 
agency  could  control  such  costs,  even 
with  the  most  minute  and  searching  in¬ 
vestigation  into  the  personal  physical 
condition  of  each  claimant,  is  hard  to 
understand. 

Not  only  do  the  majority  fail  to  recog¬ 
nize  the  temptations  of  abuse  for  a  total 
and  permanent  disability  insurance  Pro¬ 
gram,  but  in  the  technical  drafting  of 
the  bill  they  actually  provided  positive 
incentives  to  malinger.  Provision  is 
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made  for  the  duplication  of  disability 
benefits  proposed  in  the  act  with  work¬ 
men’s  compensation  benefits  payable  in 
replacement  of  wages,  up  to  one-half 
the  amount  of  the  smaller  of  the  two 
benefit  payments.  Total  benefits  pay¬ 
able  between  the  two  programs  will 
therefore  become  attractive,  in  compari¬ 
son  with  take-home  pay,  to  those  whose 
original  urge  to  work  was  never  over-  % 
developed.  To  avoid  abuses  which  such 
duplication  of  coverage  would  foster, 
many  state  .  workmen’s  compensation 
benefits  will  have  to  be  cut  back  for  dis¬ 
abilities  lasting  longer  than  6  months,  or 
at  the  least  needed  liberalizations  will  be 
avoided.  In  fact,  this  provision  for  par¬ 
tial  duplication  of  payments  with  work¬ 
men’s  compensation  benefits  is  appar¬ 
ently  intended  as  an  opening  wedge  for 
the  taking  over  by  the  Federal  Govern¬ 
ment  of  all  benefits  in  the  workmen’s 
compensation  field  now  regulated  by  the 
States. 

Disability  is  peculiarly  a  personal 
problem  which  does  not  lend  itself  to 
standardized  procedures.  The  sensitive 
disabled  individual  ordinarily  requires  a 
high  degree  of  sympathy  and  under¬ 
standing  for  his  rehabilitation,  while  a 
malingerer  requires  stern  treatment. 
Proper  vocational  rehabilitation  is  essen¬ 
tial.  Obviously  the  States  and  local 
communities  are  in  a  better  position  to 
handle  these  problems  free  from  political 
bias  and  influence  than  a  Federal  organi¬ 
zation  with  headquarters  perhaps  thou¬ 
sands  of  miles  from  the  unfortunate  dis- 
disabled  person..  Public  assistance  pro¬ 
grams  administered  by  the  States  and 
local  communities  can  provide  just  such 
individualized  treatment.  In  contrast, 
a  Federal  insurance  system  of  the  ill- 
defined  risk  of  permanent  and  total  dis¬ 
ability  is  an  open  invitation  for  the  exer¬ 
cise  of  political  pressure  for  the  approval 
of  doubtful  claims. 

It  seems  to  the  minority  that  those 
individuals  who  are  so  unfortunate  as  to 
suffer  permanent  and  total  disability 
during  their  productive  years,  and  find 
themselves  without  means  of  support, 
should  be  taken  care  of  through  a  pro¬ 
gram  of  public  assistance  on  the  basis  of 
need.  Such  a  program  would  eliminate 
many  of  the  problems  that  would  exist  if 
the  individual  could  claim  the  benefits 
as  a  matter  of  right,  would  greatly  re¬ 
duce  the  cost  of  such  benefits,  and  would 
make  them  available  generally  to  all  who 
need  them.  The  program  could  be  ad¬ 
ministered  on  a  local  basis  that  would  be 
more  responsive  to  the  local  situation  and 
the  character  and  needs  of  the  indi¬ 
viduals  concerned. 

EXTENSION  OF  OLD-AGE  AND  SURVIVORS  INSUR¬ 
ANCE  TO  PUERTO  RICO  AND  THE  VIRGIN 

ISLANDS 

Extending  old-age  and  survivors  in¬ 
surance  and  disability  insurance  to 
Puerto  Rico  and  the  Virgin  Islands,  as 
provided  in  the  bill,  would  mean  for 
the  great  mass  of  insured  in  these  is¬ 
lands  benefits  on  a  lavish  scale  as  com¬ 
pared  with  the  insured  in  the  United 
States. 

First.  The  typical  Islander  and  his 
wife  would  receive  at  65  a  combined 
benefit  equal  to  at  least  75  percent  of 
his  monthly  wage.  The  great  percentage 


would  not  even  have  to  retire  to  be  eligi¬ 
ble,  but  could  draw  the  benefits  and 
continue  at  work. 

Second.  The  surviving  wife  and  two 
or  more  children  would  receive  benefits 
equal  to  80  percent  of  the  deceased’s 
wages — though  there  would  be  one  less 
to  feed  and  clothe,  and  no  carfare, 
lunches,  union  dues,  or  lay-off  periods. 

Third.  If  no  surviving  wife  and  chil¬ 
dren,  dependent  parents  age  65  or 
older,  would  receive  a  combined  benefit 
equal  to  at  least  75  percent  of  the  de¬ 
ceased  wage  earner’s  monthly  wage, 
though  obviously  no  such  support  was 
obtained  from  him  in  his  lifetime. 

Fourth.  In  a  substantial  number  of 
instances  benefit  payments  would  be 
larger  than  wages  had  been. 

Fifth.  Disability  payments  would  be 
at  a  rate  equal  to  half  pay.  In  the  event 
pay  rates  drop  or  jobs  become  scarce,  it 
is  manifest  that  such  a  rate  invites 
chiseling. 

Obviously  no  such  liberality  as  would 
be  extended  the  insured  of  these  islands 
can  be  extended  to  people  in  the  United 
States.  The  costs  of  supporting  benefits 
equal  to  such  large  fractions  of  wages 
would  be  prohibitive. 

Just  as  obviously  the  benefit  payments 
on  this  generous  scale  in  Puerto  Rico  and 
the  Virgin  Islands  will  not  be  supported 
by  the  social-security  taxes  collected  in 
these  islands.  The  great  bulk  of  the 
cost  will  fall  upon  the  OASI  taxpayers 
of  the  United  States. 

From  the  viewpoint  of  many  Puerto 
Ricans  and  Virgin  Islanders,  there  is, 
however,  a  very  dark  side  to  the  pic¬ 
ture — a  substantial  percentage  of  con¬ 
tributors  would  have  an  insufficient  wage 
rate  to  meet  the  minimum  requirements 
of  insured  status.  This,  however,  would 
not  excuse  then  from  paying  their  social - 
security  taxes  out  of  their  small 
earnings. 

The  indefensible  practical  effects  of 
applying  our  system  to  Puerto  Rico  and 
the  Virgin  Islands  arises  because  its  pro¬ 
visions  do  not  fit  in  at  all  with  the  wage 
rates  and  living  standards  of  these 
islands. 

Even  the  industrial  wage  rates  are  rel¬ 
atively  low.  This  is  indicated  by  an 
unemployment  compensation  system 
adopted  May  15  of  this  year  for  the 
Puerto  Rican  sugar  industry.  Under  it 
maximum  benefits  of  $5  per  week  are 
paid  for  industrial  workers  in  the  indus¬ 
try,  and  $3  per  week  for  agricultural 
workers  in  the  industry — less  than  a 
fourth  of  maximum  amounts  paid  in  the 
United  States. 

While  it  is  difficult  to  obtain  accurate 
figures,  apparently  factory  wages  are 
somewhat  under  $15  per  week,  as  con¬ 
trasted  with  around  $50  in  the  United 
States. 

An  individual  earning  $100  per  month 
in  the  islands  is  roughly  comparable  with 
one  earning  $300  per  month  in  the 
United  States.  Under  the  bill  a  person 
earning  $300  per  month,  and  his  wife, 
would  have  benefits  of  around  a  third 
of  his  annual  wages.  But  his  Puerto 
Rican  or  Virgin  Islands  counterpart, 
earning  $100  per  month,  and  his  wife, 
would  have  benefits  of  around  three- 
fourths  of  his  average  wage.  For  the 


benefit  formula  in  the  bill  pays  five  times 
the  benefits  for  the  first  $100  per  month 
of  wages  as  for  the  second  $100  and  the 
third  $100  of  wages. 

A  large  portion  of  the  working  popu¬ 
lation  of  the  islands  earn  $50  or  less  per 
month.  On  attaining  age  65  any  such 
individual  and  his  wife  could  receive  at 
least  $37.50  per  month.  This  would  be 
true  though  his  earnings  had  never  ex¬ 
ceeded  $35  per  month.  He  could  draw 
benefits  and  at  the  same  time  continue 
on  his  regular  job,  as  he  already  meets 
the  bill’s  definition  of  retirement — his 
earnings  do  not  exceed  $50  per  month. 

A  considerable  portion  earn  much  less 
than  $50  per  month.  In  the  July  29, 
1949,  issue  of  the  Federal  Register,  the 
Wage  and  Hour  Division  published  mini¬ 
mum-wage  rates  in  industries  in  the  Vir¬ 
gin  Islands.  In  the  hand-made  art-linen 
industry  and  in  the  hand-made  straw- 
goods  industry,  hand  sewing  and  hand 
weaving  were  at  20  cents  an  hour  and  15 
cents  an  hour.  Obviously  many  of  these 
earn  much  less  than  $50  per  month. 
Under  the  bill  such  persons,  if  insured, 
are  deemed  to  earn  $50  per  month. 
Maximum  survivor  benefits  of  $40  per 
month — perhaps  more  than  they  were 
earning — would  be  payable. 

The  unfortunate  would  be  those  earn¬ 
ing  less  than  $33.33  per  month — for  ex¬ 
ample,  a  hand  weaver  who  earned  15 
cents  an  hour  or  a  total  of  $30  for  a 
200 -hour  month.  This  individual  and 
the  employer  would  be  required  to  pay 
the  social-security  taxes  but  the  indi¬ 
vidual  would  not  meet  the  minimum  in¬ 
sured  status  requirement  of  $100  per 
quarter,  and  thus  would  receive  no 
protection. 

It  is  apparent  that  the  extension  of  the 
system  to  Puerto  Rico  and  to  the  Virgin , 
Islands  would  in  effect  impose  upon  them 
an  indefensible  lottery.  Many  of  those 
most  needing  protection  would  receive 
none,  but  would  be  forced  to  pay  in  their 
pennies  which  they  badly  need  for  sub¬ 
sistence.  Others  would  receive  benefits 
out  of  all  proportion  to  their  wages. 

If  it  is  found  that  the  Virgin  Islands 
and  Puerto  Rico  need,  and  can  afford, 
social  insurance,  we  should  give  them 
every  encouragement  to  devise  a  proper 
system  geared  to  their  own  economic 
level.  In  the  case  of  unemployment 
compensation,  Puerto  Rico  has  estab¬ 
lished  its  own  system.  It  and  the  Virgin 
Islands  can  do  likewise  for  old-age  and 
survivors  insurance. 

The  Virgin  Islands,  while  applying  the 
Federal  income-tax  law,  requires  such 
taxes  to  be  paid  into  the  Treasury  of  the 
islands.  Furthermore,  such  taxes  are 
only  collected  for  the  purposes  of  the 
government  of  the  Virgin  Islands.  The 
Bureau  of  Internal  Revenue  would  be  re¬ 
quired  to  set  up  additional  personnel  in 
the  Virgin  Islands  (secs.  1395,  1936,  1397, 
title  41,  U.  S.  C.). 

The  Legislature  of  Puerto  Rico  im¬ 
poses  its  own  internal  revenue  taxes 
(secs.  741  and  741  (a)  of  the  Internal 
Revenue  Code)  and  they  are  paid  into 
the  Puerto  Rican  Treasury.  The  basic 
income  tax  of  Puerto  Rico  is  the  Income 
Tax  Act  of  1924  (No.  74,  August  6,  1925, 
pp.  400-500),  which  repealed  the  act 
of  July  1,  1921,  No.  43.  This  act  has  been 
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frequently  amended.  Sections  24  and  27 
require  the  filing  of  individual  income- 
tax  returns  in  the  office  of  the  Treasurer. 
Returns  are  required — under  section  13 
of  an  amending  act,  No.  31,  of  1941 — of 
single  persons  having  net  incomes  of 
$800  or  over,  married  persons  having  a 
net  income  of  $2,000  or  over,  and  any 
person  having  a  gross  income  of  $5,000 
or  over. 

In  Puerto  Rico  there  are  two  offices, 
one  deputy  collector  at  San  Juan,  and 
an  inspector  in  charge  of  alcohol  taxes  at 
the  same  .place.  Their  duties  relate 
mainly  to  internal-revenue  taxes  relat¬ 
ing  to  shipments  between  the  United 
States  and  the  Virgin  Islands.  Addi¬ 
tional  personnel  would  have  to  be  set  up 
if  the  Federal  Government  attempted  to 
collect  OASI  taxes  there  and  require 
payments  to  be  made  into  the  Federal 
fund. 

(Mr.  JENKINS  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Massachusetts  [Mr.  McCormack]. 

Mr.  McCORMACK.  Mr.  Chairman,  we 
are  about  to  approach  a  vote  on  this  im¬ 
portant  bill.  I  was  a  member  of  the  sub¬ 
committee  which  drafted  the  original 
social  security  law.  I  also  participated 
in  thaamendments  of  1939,  and  am  again 
participating  in  further  amendments  to 
this  great  and  vital  organic  law. 

The  original  act  was  based  upon  the 
theory  of  an  insurance  plan,  with  the 
individuals  as  beneficiaries.  As  a  re¬ 
sult  of  about  4  or  5  years  experience  in 
1939  that  was  changed  to  the  theory  of 
the  family  as  the  beneficiary.  This  bill 
brings  other  groups  in  and  strengthens 
the  organic  law.  It  is  real,  sound  de¬ 
mocracy  in  operation  to  meet  the  prin¬ 
cipal  and  foremost  question  confront¬ 
ing  us  on  the  domestic  level — the  ques¬ 
tion  of  economic  insecurity. 

Probably  the  proudest  man,  Mr.  Chair¬ 
man,  and  justifiably  so  today,  is  one  of 
the  youngest-minded  men  in  the  House. 
But  in  years  he  is  the  dean  of  the  House, 
the  great  chairman  of  the  Committee  on 
Ways  and  Means,  who  piloted  through 
the  Congress  the  original  Social  Security 
Act  and  under  whose  leadership  the 
House  passed  the  bill  of  1939  and  under 
whose  sterling  leadership  the  House  will 
pass  the  bill  we  have  before  us  today — 
our  dear  colleague  the  gentleman  from 
North  Carolina,  Bob  Doughton. 

As  it  was  my  purpose  to  call  attention 
to  this  great  American,  to  this  great 
Member  of  Congress,  this  great  states¬ 
man,  and  what  he  has  done  in  connec¬ 
tion  with  this  legislation,  I  will  conclude 
my  remarks  by  stating  that  in  the  great 
career  he  has  had,  as  he  looks  back  he 
will  remember  as  the  greatest  act  he  has 
ever  performed  in  the  legislative  field, 
leading  the  fight  in  the  passage  of  this 
Social  Security  Act  and  amendments 
thereto.  By  doing  that  he  has  done  more 
to  strengthen  the  family  life  of  Amer¬ 
ica  than  any  legislation  passed  in  the 
last  50  years. 

Mr.  DOUGHTON.  Mr.  Chairman,  -as 
far  as  I  know  there  are  no  further  re¬ 
quests  for  time.  . 


Mr.  COOPER.  Mr.  Chairman,  I  ask 
unanimous  consent  that  all  Members  de¬ 
siring  to  do  so  may  have  permission  to 
extend  their  remarks  at  this  point  in 
the  Record  on  the  pending  bill. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  v/as  no  objection. 

Mr.  McKINNON.  Mr.  Chairman,  I 
am  most  gratified  that  during  the  first 
session  of  my  first  term  in  Congress,  I 
have  the  opportunity  to  express  my 
opinion  and  cast  my  vote  for  an  improve- 
-•ment  in  our  old-age-security  program. 

My  major  objection  to  the  bill  is  that 
it  doesn’t  go  far  enough,  but  I  am  rea¬ 
sonable  enough  to  accept  a  half  loaf  now 
and  work  for  the  other  half  later,  rather 
to  turn  down  the  laborious  study  and  ex¬ 
cellent  work  the  members  of.  the  Ways 
and  Means  Committee  have  performed. 

I  think  this  committee  is  due  a  hearty 
vote  of  thanks. 

One  of  the  responsibilties  of  the  free 
enterprise  system  is  to  see  that  human 
beings  count  for  as  much — and  even  more 
— than  machines.  It  is  a  long  accepted 
practice  for  the  employer  to  set  aside  a 
depreciation  cost  for  his  machinery  and 
equipment.  It  is  even  more  logical  for 
the  employer  to  set  aside1  a  regular  con¬ 
tribution  toward  the  time  when  his  em¬ 
ployees  have  worn  themselves  out,  too. 

Old-age  retirement  is  logically  a  Fed¬ 
eral  responsibility.  An  improved  social 
security  system  means  more  freedom  for 
the  employee  during  his  period  of  work, 
because  against  a  private  retirement  sys¬ 
tem  the  employee  may  move  from  job  to 
job,  as  opportunity  for  improvement  pre¬ 
sents,  without  forfeiting  the  benefits  of 
his  retirement  benefit.  Moreover,  to  al¬ 
low  the  respective  States  to  take  over  full 
responsibility  of  the  old-age  retirement 
system  results  in  the  restriction  of  move¬ 
ment  for  elderly  people  and  chains  them 
to  a  particular  State  in  order  to  maintain 
their  eligibility  for  benefits.  This  re¬ 
striction  of  movement  denies  elderly  peo-» 
pie  the  full  enjoyment  of  their  retire¬ 
ment  and  is  not  in  keeping  with  our  tra¬ 
ditional  American  system  of  free' move¬ 
ment  from  place  to  place. 

It  is  heartening  to  me  to  note  that 
many  leaders  of  business  are  in  favor  of 
H.  R.  6000. 

Just  this  week  I  received  a  most  in¬ 
telligent  letter  written  by  the  owners  of 
the  largest  department  store  in  the  city 
of  San  Diego.  I  would  like  to  read  a 
part  of  this  letter,  written  by  Arthur  H. 
Marston,  Jr.,  a  direct  descendent  of  one 
of  San  Diego’s  pioneer  merchant  fami¬ 
lies: 

My  father  and  I  believe  that  the  proper 
solution  of  the  problem  of  income  to  people 
in  their  old  age  lies  within  the  Federal  so¬ 
cial-security  program,  expanded  to  provide 
an  adequate  pension  on  a  sound  actuarial 
basis.  At  present  both  the  amounts  con¬ 
tributed  by  employer  and  employee  are  too 
small,  and  the  amount  of  pension  is  too 
small.  Contributions,  paid  equally  by  em¬ 
ployer  and  employee,  should  be  increased 
to  provide  a  retirement  pension  adequate  to 
live  on,  in  the  case  of  people  who  have 
fully  qualified,  possibly  $150  a  month. 

My  father  and  I  particularly  wish  to  ex¬ 
press  this  opinion  to  you  because  many 
people  and  organizations  in  business  have 
taken  the  other  view  and  opposed  the  Fed- 
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eral  social-security  program  and  any  ex¬ 
pansion  of  it,  especially  any  increase  of 
pay-roll  taxes.  We  believe  that  a  Federal 
pension  system,  supported  by  employer  and 
employee,  has  important  advantages  to  the 
people  of  this  country,  over  any  system  of 
voluntary  and  private  pension  plans. 

With  a  Federal  pension  system  we  assure 
the  largest  number  of  people  security  in 
their  old  age,  and  we  have  a  uniform  plan 
within  the  country,  in  which  the  people 
participate  on  equal  basis.  Pressure  groups 
in  strategic  positions  are  not  able  to  push 
the  conditions  of  the  plan  to  their  particular 
advantage,  nor  does  the  attainment  of 
preference  become  a  matter  of  competition 
among  organizations,  and  the  leadership  of 
organizations.  *  *  * 

The  Federal  pension  system  allows  the 
greatest  economic  flexibility  to  our  Nation, 
a  most  important  characteristic  of  our  free 
enterprise  economy.  It  is  the  system  that 
allows  the  greatest  amount  of  individual  de¬ 
termination  to  the  employer  and  the  em¬ 
ployee.  A  private  pension  system  tends  to 
bind  both  employer  and  employee,  in  fact, 
that  is  often  one  of  the  intended  results  from 
the  standpoint  of  employer  and  labor-union 
leadership.  Such  a  system  is  a  fixed  charge 
on  the  employer  who  faces  variable  condi¬ 
tions,  who  may  be  required  to  expand  his  op¬ 
erations  1  year  and  reduce  them  the  next. 
Any  economic  system  works  best  when  its 
components  can  adjust  most  quickly  and 
comfortably  to  changing  conditions,  expand¬ 
ing,  contracting,  adopting  new  methods,  mov¬ 
ing  plants,  going  into  business  or  going  out 
of  business.  The  employee  has  just  as  im¬ 
portant  a  part  in  this  as  the  employer,  and 
this  flexibility  is  just  as  important  to  him. 
His  advantage  is  best  served  when  he  can 
leave  his  employment  when  his  own  motives 
so  direct  him,  when  he  is  free  to  change  his 
occupation  or  his  residence  with  the  least 
interference.  I  am,  of  course,  speaking  of 
our  economy  in  a  general  sense  and  am  ex¬ 
cluding  from  this  consideration  such  occu¬ 
pations  as  the  military,  police,  etc.,  which,  in 
the  public  interest  must  require  fixed  terms 
of  service  and  which  have  had  their  own 
pension  system  designed  to  hold  men  to  their 
service. 

The  Federal  pension  system  follows  the 
employee.  If  he  desires  to  change  his  work 
if  his  health  or  the  health  of  his  family  re¬ 
quires  he  move  from  one  part  of  our  coun¬ 
try  to  another,  his  pension  follows  him.  We 
know  that  war,  inventions,  new  methods,  new 
areas,  new  fuels  can  work  great  changes  in 
our  economy.  A  Federal  pension  system  per¬ 
mits  employer  and  employee  to  adjust  to 
these  changes  with  the  least  difficulty.  Dur¬ 
ing  the  war  millions  of  Americans  left  their 
former  employers  and  entered  war  industries. 
With  the  end  of  the  war  these  people  re¬ 
turned  to  peacetime  occupations.  The  Fed¬ 
eral  pension  system  did  not  deter  them  in 
this  movement  from  one  industry,  and  often, 
one  area,  to  another,  it  followed  them  into 
war  industry  and  back  again.  In  the  future 
the  development  of  atomic  energy  may  have 
a  great  effect  on  coal  mining.  We  do  not 
want  to  see  the  miners  become  a  great  pres¬ 
sure  group  calling  for  Federal  subsidy  to 
their  industry  to  keep  it  going,  if  it  becomes 
uneconomic,  in  order  to  protect  their  pen¬ 
sions.  It  will  be  to  the  interest  of  the  coun¬ 
try  and  the  miners  if  their  pensions  will  fol¬ 
low  them  into  new  industries. 

You  can  see  from  these  remarks  that 
this  man  has  given  careful  and  intelli¬ 
gent  attention  to  this  matter  of  social 
security,  and  I  feel  his  conclusions  repre¬ 
sent  the  thinking  of  our  more  forward- 
looking  adherents  of  the  free  enterprise 
system. 

I  am  hopeful  and  confident  that  this 
bill  will  receive  the  prompt  and  hearty 
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endorsement  of  the  House  of  Representa¬ 
tives  and  that  the  other  body  will  like¬ 
wise  take  immediate  action,  thus  assur¬ 
ing  millions  of  elderly  people  that  their 
representatives  in  the  Federal  Govern¬ 
ment  recognize  their  problems  and  are 
acting  in  their  behalf. 

Mrs.  DOUGLAS.  Mr.  Chairman,  I 
consider  the  Social  Security  Act  which 
this  bill  before  us  amends  to  be  the  most 
important  social  legislation  ever  passed 
by  Congress. 

This  act  seeks  the  high  goal  of  freeing 
men  from  the  fear  of  sickness,  unem¬ 
ployment  and  old  age.  It  is-  to  the  undy¬ 
ing  credit  of  the  Democratic  Party  that 
social  security  was  conceived  and  written 
into  law  by  a  Democratic  Administra¬ 
tion  in  1935. 

In  the  debate  on  the  original  bill, 
Mr.  Doughton,  the  present  chairman  of 
the  Ways  and  Means  Committee,  who 
introduced  the  bill,  stressed  the  fact  that 
the  bill  was  not  a  perfect  measure  but  one 
that  would  require  amendments  from 
time  to  time. 

It  is  to  the  credit  of  the  Democratic 
Party  that  the  Social  Security  Act  was 
amended  and  broadened  under  a  Demo¬ 
cratic  Administration  in  1939. 

It  was  clear  to  the  Democratic  Party 
when  they  wrote  the  party  platform  in 
1948  that  the  benefit  scale  established  in 
1939  no  longer  provided  an  adequate 
floor  of  protection  against  the  insecurity 
of  old  age  or  the  sudden  or  premature 
death  of  a  breadwinner. 

We  promised  in  our  platform  to  extend 
the  coverage  of  the  act  and  increase  the 
benefits.  And  again  it  is  to  the  credit 
of  the  Democratic  Party  that  under  a 
Democratic  Administration,  a  bill  has 
been  brought  to  the  floor  of  the  House 
that  seeks  to  fulfill  the  party  platform  by 
extending  the  coverage  of  the  act  and 
increasing  the  benefits  and  setting  up 
new  safeguards  for  those  who  find  them¬ 
selves  through  no  fault  of  their  own  un¬ 
able  to  earn  a  living  because  of  perma¬ 
nent  and  total  disability. 

The  Ways  and  Means  Committee  is  to 
be  commended  for  the  months  of  hear¬ 
ings  and  study  they  have  devoted  to  the 
bill  before  us.  They  are  to  be  commended 
for  bringing  the  bill  to  the  floor  of  the 
House  in  the  first  session  of  the  Eighty- 
first  Congress  and  not  in  the  last  days 
of  the  closing  session  as  the  Republicans 
did  in  the  Eightieth  Congress  when  they 
knew  there  wasn’t  time  to  enact  even 
their  miserable,  wholly  inadequate  pro¬ 
posal  into  law. 

Eleven  million  more  people  will  be 
covered  by  old-age  and  survivors  in¬ 
surance  bringing  the  total  coverage  to 
46,000,000. 

People  presently  receiving  benefits  un¬ 
der  old-age  and  survivors  insurance  will 
have  their  monthly  benefits  increased  on 
the  average  by  about  70  percent;  and 
future  benefits  will  be  doubled. 

All  persons  covered  by  the  old-age  and 
survivors  insurance  program  would  be 
protected  against  the  hazard  of  enforced 
retirement  and  loss  of  earnings  caused 
by  permanent  and  total  disability. 

The  bill  we  will  shortly  pass  is  good 
and  has  my  wholehearted  support.  It 
falls  short,  however,  in  meeting  ade¬ 
quately  today  the  problem  of  our  senior 


citizen.  We  cannot  rest  until  we  have 
a  Federal  program  that  will  cover  all  of 
our  senior  citizens,  in  whatever  occu¬ 
pation  they  may  have  worked,  and  cover 
them. in  every  State  and  every  county, 
and  cover  them  adequately  to  maintain 
them  in  comfort  and  dignity. 

We  must  get  away  from  the  anarchy  of 
the  present  piecemeal,  patchwork  sys¬ 
tem  that  gives  no  one  adequate  as¬ 
surance  of  a  stable  and  decent  old  age. 

The  CHAIRMAN.  Are  there  any 
amendments  to  be  offered  at  the  direc¬ 
tion  of  the  Committee  on  Ways  and 
Means? 

Mr.  DOUGHTON.  There  are  no  com¬ 
mittee  amendments,  Mr.  Chairman. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  will  rise. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Kilday,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.  R.  6000)  to  extend  and  improve  the 
Federal  old-age  and  survivors  insurance 
system,  to  amend  the  public  assistance 
and  child-welfare  provisions  of  the  So¬ 
cial  Security  Act,%and  for  other  purposes, 
pursuant  to  House  Resolution  372,  he  re¬ 
ported  the  bill  back  to  the  House. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

The  question  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

Mr.  MASON.  Mr.  Speaker,  I  offer  a 
motion  to  recommit. 

The  SPEAKER.  Is  the  gentleman  op¬ 
posed  to  the  bill?  . 

Mr.  MASON.  I  am,  Mr.  Speaker,  def¬ 
initely,  emphatically,  and  unequivocally. 

The -SPEAKER.  The  gentleman  un¬ 
equivocally  qualifies  and  the  Clerk  will 
report  the  motion. 

The  Clerk  read  as  follows: 

Mr.  Mason  moves  to  recommit  the  bill  H. 
R.  6000  to  the  Committee  on  Ways  and 
Means,  with  instructions  to  report  the  same 
back  the  House  forthwith,  with  the  following 
amendment:  Strike  out  all  after  the  enact¬ 
ing  clause  and  insert  in  lieu  thereof  the 
provisions  of  the  bill  H.  R.  6297. 

Mr.  COOPER.  Mr.  Speaker,  I  move 
the  previous  question  on  the  motion  to 
recommit. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
the  motion  to  recommit. 

Mr.  MASON.  Mr.  Speaker,  on  that  I 
demand  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were — yeas  112,  nays  232,  answered 
“present”  3,  not  voting  85,  as  follows: 

[Roll  No.  217] 

YEAS— 112 


Allen,  Calif.  Boggs,  Del. 

Allen,  Ill.  Brown,  Ohio 

Anderson,  Calif.  Byrnes,  Wis. 


Andresen, 
August  H. 
Auchlncloss 
Barj-ett,  Wyo, 
Bates,  Mass. 
Bishop 
Blackney 


Canfield 
Case,  S.  Dak. 
Chiperfleld  • 
Church 
Clevenger 
Cole,  Kans. 
Cotton 


Coudert 

Crawford 

Curtis 

Dague 

Davis,  Wis. 

D ’Ewart 

Dolliver 

Dondero 

Eaton 

Ellsworth 


Fallon 

Jensen 

Potter 

Fenton 

Johnson 

Poulson 

Ford 

Judd 

Rees 

Gamble 

Kean 

Rich 

Gillette 

Kearney 

Rogers,  Mass. 

Golden 

Kearns 

Sadlak 

Goodwin 

Latham 

St.  George 

Graham 

LeCompte 

Sanborn 

Gross 

LeFevre 

Saylor 

Gwinn 

Lichtenwalter 

Scott,  Hardle 

Hale 

Lodge 

Scrivner 

Hall, 

McConnell 

Scudder 

Edwin  Arthur 

McCulloch 

Short 

Hall, 

McDonough 

Simpson,  HI. 

Leonard  W. 

McGregor 

Simpson,  Pa. 

Kalieck 

McMillen,  Ill. 

Smith,  Kans. 

Harden 

Martin,  Iowa 

Smith,  Wis. 

Herter 

Martin,  Mass. 

Stockman 

Hill 

Mason 

Taber 

Hinshaw 

Meyer 

Talle 

Hoeven 

Michener 

Taylor 

Hoffman,  Mich. 

Nelson 

Velde 

Holmes 

Nicholson 

Vorys 

Hope 

Nixon 

Vursell 

Horan 

O’Hara.  Minn. 

Weichel 

James 

Patterson 

Wei  del 

Jenison 

Pfeiffer, 

Wigglesworth 

Jenkins 

William  L. 

Wolcott 

Jennings 

Plumley 

NAYS— 232 

Woodruff 

Abbitt 

Forand 

Miller,  Nebr, 

Abernethy 

Frazier 

Mills 

Addonizio 

Fugate 

Mitchell 

Albert 

Fulton 

Monroney 

Allen,  La. 

Furcolo 

Morgan 

Andersen, 

Gathings 

Morris 

H.  Carl 

Gilmer 

Moulder 

Andrews 

Gordon 

Murdock 

Angell 

Gore 

Murray,  Tenn. 

Aspinall 

Gorski,  HI. 

Murray,  Wis. 

Bailey 

Gorski,  N.  Y. 

Noland 

Barden 

Gossett 

O’Brien,  HI. 

Bates,  Ky. 

Granahan 

O’Brien,  Mieh. 

Battle 

Granger 

O’Hara,  Ill. 

Beall 

Grant 

O’Konski 

Beckworth 

Hagen 

O’Neill 

Bennett,  Fla. 

Hand 

O’Sullivan 

Bennett,  Mich. 

Hardy 

O’Toole 

Bentsen 

Hare 

Pace 

Biemiller 

Harris 

Passman 

Boggs,  La. 

Hart 

Patman 

Bolling 

Havenner 

Perkins 

Bolton,  Md. 

Hays,  Ark. 

Peterson 

Bosone 

Hedrick 

Pfeifer, 

Boykin 

Heller 

Joseph  L. 

Breen 

Heselton 

Philbin 

Brooks 

Hobbs 

Phillips,  Tenn. 

Brown,  Ga. 

Hoffman,  Ill. 

Pickett 

Bryson 

Holifield 

Polk 

Buchanan 

Howell 

Powell 

Buckley,  HI. 

Hull 

Preston 

Burdick 

Jackson,  Wash. 

Price 

Burke 

Jacobs 

Quinn 

Burleson 

Javits 

Rabaut 

Burton 

Jonas 

Rains 

Camp 

Jones,  Ala. 

Ramsay 

Cannon 

Jones,  Mo. 

Redden 

Carnahan 

Jones,  N.  C. 

Regan 

Carroll 

Karst 

Rhodes 

Case,  N.  J. 

Karsten 

Rodino 

Cavalcante 

Kee 

Rooney 

Celler 

Keefe 

Sabath 

Chelf 

Kelley 

Sadowski 

Chesney  •> 

Kennedy 

Secrest 

Christopher 

Kerr 

Sheppard 

Chudoff 

Kilday 

Sikes 

Clemente 

King 

Sims 

Colmer 

Kirwan 

Smathers 

Combs 

Klein 

Smith,  Va. 

Cooper 

Kruse 

Spence 

Corbett 

Lane 

Staggers 

Cox 

Lanham 

Steed 

Crook 

Lemke 

Stefan 

Davenport 

Lesinski 

Stigler 

Davies,  N.  Y. 

Lind 

Sullivan 

Davis,  Ga. 

Linehan 

Sutton  , 

Davis,  Tenn. 

Lucas 

Tackett 

Dawson 

Lyle 

Teague 

DeGraffenried 

Lynch 

Thomas,  Tex. 

Delaney 

McCarthy 

Thompson 

Denton 

McCormack 

Thornberry 

Dollinger 

McGrath 

Tollefson 

Doughton 

McGuire 

Trimble 

Douglas 

McKinnon 

Underwood 

Doyle 

Mack,  Wash. 

Van  Zandt 

Durham 

Madden 

Vinson 

Eberharter 

Magee 

Wagner 

Elliott 

Mahon 

Walsh 

Engel,  Mich. 

Marcantonio 

Welch 

Evins 

Marsalis 

Wheeler 

Fernandez 

Marshall 

Whitaker 

Fisher  • 

Miles 

White,  Calif. 

Fogarty 

Miller,  Calif. 

White,  Idaho 
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Whittington 

Wilson,  Ind. 

Wolverton 

Wickersham 

Wilson,  Okla. 

Wood 

Wier 

Wilson,  Tex. 

Yates 

Williams 

Winstead 

Young 

Willis 

Withrow 

Zablocki 

ANSWERED  “PRESENT'’— 3 

Cunningham 

Rankin 

Rogers,  Fla. 

NOT  VOTING— 85 

Arends 

Green 

Norrell 

Baring 

Gregory 

Norton 

Barrett,  Pa. 

Harrison 

Patten 

Bland 

Harvey 

Phillips,  Calif. 

Blatnik 

Hays,  Ohio 

Poage 

Bolton,  Ohio 

Hubert 

Priest 

Bonner 

Heffernan 

Reed,  Ill. 

Bramblett 

Herlong 

Reed,  N.  Y. 

Brehm 

Huber 

Ribicoff 

Buckley,  N.  Y. 

Irving 

Richards 

Bulwinkle 

Jackson,  Calif. 

Riehlman 

Burnside 

Keating 

Rivers 

Byrne,  N.  Y. 

Keogh 

Roosevelt 

Carlyle 

Kilburn 

Sasscer 

Chatham 

Kunkel 

Scott, 

Cole,  N.X 

Larcade 

Hugh  D.,  Jr. 

Cooley 

Lovi;e 

Shafer 

Crosser 

McMillan,  S.  C. 

Smith,  Ohio 

Deane 

McSweeney 

Stanley 

Dingell 

Mack,  in. 

Tauriello 

Donohue 

Macy 

Thomas,  N.  J. 

Elston 

Mansfield 

Towe 

Engle,  Calif. 

Merrow 

Wadsworth 

Feighan 

Miller,  Md. 

Walter 

Fellows 

Morrison 

Whitten 

Flood 

Morton 

Woodhouse 

Garmatz 

Multer 

Worley 

Gary 

Murphy 

Gavin 

Norblad 

So  the  motion  to  recommit  was  re¬ 
jected. 

The  Clerk  announced  the  following 
pairs : 

On  this  vote: 

Mr.  Wadsworth  for,  with  Mr.  Stanley 
against. 

Mr.  Gavin  for,  with  Mr.  Murphy  against. 

Mr.  Towe  for,  with  Mr.  Burnside  against. 

Mr.  Riehlman  for,  with  Mr.  Keogh  against. 

Mr.  Arends  for,  with  Mr.  Rogers  of  Florida 
against. 

Mr.  Hugh  D.  Scott,  Jr.,  for,  with  Mr.  Harri¬ 
son  against. 

Mr.  Reed  of  New  York  for,  with  Mr.  Gar¬ 
matz  against. 

Mr.  Kilburn  for,  Mr.  Huber  against. 

Mr.  Reed  of  Illinois  for,  Mr.  Ribicoff 
against. 

Mr.  Shafer  for,  with  Mr.  Heffernan  against. 

Mr.  Cunningham  for,  with  Mr.  Priest 
against. 

Mr.  Merrow  for,  with  Mr.  Mack  of  Illinois 
against. 

Mr.  Kunkel  for,  with  Mr.  Cooley  against. 

Mr.  Lovre  for,  Mr.  Roosevelt  against. 

Mr.  Fellows  for,  with  Mr.  Donohue  against. 

General  pairs  until  further  notice: 

Mr.  Rankin  with  Mr.  Cole  of  New  York. 

Mr.  Dingell  with  Mr.  Phillips  of  California. 

Mr.  Engle  of  California  with  Mr.  Smith  of 
Ohio. 

Mrs.  Norton  with  Mr.  Elston. 

Mr.  Hays  of  Ohio  with  Mrs.  Bolton  of  Ohio. 

Mr.  Green  with  Mr.  Bramblett. 

Mr.  Hebert  with  Mr.  Harvey. 

Mr.  Morrison  with  Mr.  Jackson  of  Cali¬ 
fornia. 

Mr.  Multer  with  Mr.  Brehm. 

Mr.  Bonner  with  Mr.  Norblad. 

Mr.  Blatnik  with  Mr.  Miller  of  Maryland. 

Mr.  Patten  with  Mr.  Macy. 

Mr.  Mansfield  with  Mr.  Morton. 

Mr.  Feighan  with  Mr.  Thomas  of  New 
Jersey. 

Mr.  RANKIN.  Mr.  Speaker,  I  have  a 
general  pair  with  the  gentleman  from 
New  York,  Mr.  Cole.  Therefore  I  with¬ 
draw  my  vote  and  answer  “present.” 

Mr.  ROGERS  of  Florida.  Mr.  Speak¬ 
er,  I  have  a  live  pair  with  the  gentleman 
from  Illinois,  Mr.  Arends.  If  he  were 
present,  he  would  vote  “aye.”  I  voted 


“nay/*  I  withdraw  my  vote  and  answer 
“present 

Mr.  CUNNINGHAM.  Mr.  Speaker,  I 
have  a  live  pair  with  the  gentleman  from 
Tennessee,  Mr.  Priest.  If  he  were  here 
he  would  vote  “nay.”  I  voted  “yea.”  I 
withdraw  my  vote  and  answer  “present.” 

Mr.  Beall  changed  his  vote  from  “yea” 
to  “nay.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

Mr.  DOUGHTON  and  Mr.  MARTIN  of 
Massachusetts  demanded  the  yeas  and 
nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken  and  there 
were — yeas  333,  nays  14,  answered 
“present”  1,  not  voting  84,  as  follows: 

[Roll  No.  218] 

YEAS— 333 


Abbitt 

Davis,  Tenn. 

Hull 

Abernethy 

Davis,  Wis. 

Jackson,  Wash. 

Addonizio 

Dawson 

Jacobs 

Albert 

DeGraffenried 

James 

Allen,  Calif. 

Delaney 

Javits 

Allen,  Ill. 

Denton 

Jenison 

Allen,  La. 

D 'Ewart 

Jenkins 

Andersen, 

Dollinger 

Jennings 

H.  Carl 

Dolliver 

Jensen 

Anderson,  Calif.  Dondero 

Johnson 

Andresen, 

Doughton 

Jonas 

August  H. 

Douglas 

Jones,  Ala. 

Andrews 

Doyle  . 

Jones,  Mo. 

Angell 

Durham 

Jones,  N.  C. 

Aspinall 

Eberharter 

Judd 

Auchincloss 

Elliott 

Karst 

Bailey 

Ellsworth 

Karsten 

Barden 

Engel,  Mich. 

KeAn 

Barrett,  Wyo. 

Evins 

Kearney 

Bates,  Ky. 

Fallon 

Kearns 

Bates,  Mass. 

Fenton 

Kee 

Battle 

Fernandez 

Keefe 

Beall 

Fisher 

Kelley 

Beckworth 

Fogarty 

Kennedy 

Bennett,  Fla. 

Forand 

Kerr 

Bennett,  Mich. 

Ford 

Kilday 

Bentsen 

Frazier 

King 

Biemiller 

Fugate 

Ktrwan 

Bishop 

Fulton 

Klein 

Blackney 

Furcolo 

Kruse 

Boggs,  Del. 

Gamble 

Lane 

Boggs,  La. 

Gathlngi 

Lanham 

Bolling 

Gillette 

Latham 

Bolton,  Md. 

Gilmer 

LeCompte 

Bosone 

Golden 

LeFevre 

Boykin 

Goodwin 

Lemke 

Breen 

Gordon 

Lesinski 

Brooks 

Gore 

Lichtenwalter 

Brown,  Ga. 

Gorski,  Ill. 

Lind 

Brown,  Ohio 

Gorski,  N.  Y. 

Llnehan 

Bryson 

Gossett 

Lodge 

Buchanan 

Graham 

Lucas 

Buckley,  HI. 

Granahan 

Lyle 

Burdick 

Granger 

Lynch 

Burke 

Grant 

McCarthy 

Burleson 

Gross 

McConnell 

Burton 

Hagen 

McCormack 

Camp 

Hale 

McCulloch 

Canfield 

Hall, 

McDonough 

Cannon 

Edwin  Arthur  McGrath 

Carnahan 

Hall, 

McGregor 

Carroll 

Leonard  W. 

McGuire 

Case,  N.  J. 

Halleck 

McKinnon 

Cavalcante 

Hand 

Mack,  Wash. 

Celler  „ 

Harden 

Madden 

Chelf 

Hardy 

Magee 

Chesney 

Hare 

Mahon 

Chtperfleld 

Harris 

Marcantonio 

Christopher 

Hart 

Marsalis 

Chudoff 

Havenner 

Marshall 

Clemente 

Hays,  Ark. 

Martin,  Iowa 

Cole,  Kans. 

Hedrick 

Martin,  Mass. 

Colmer 

Heller 

Meyer 

Combs 

Herter 

Michener 

Cooper 

Heselton 

Miles 

Corbett 

Hill 

Miller,  Calif. 

Cotton 

Hinshaw 

Miller,  Nebr. 

Coudert 

Hobbs 

Mills 

Cox 

Hoeven 

Mitchell 

Crook 

Hoffman,  III. 

Monroney 

Cunningham 

Holifield 

Morgan 

Curtis 

Holmes 

Morris 

Dague 

Hope 

Moulder 

Davenport 

Horan 

Murdock 

Davies,  N.  Y, 

Howell 

Murray,  Tenn. 

Murray,  Wis. 

Rees 

Teague 

Nelson 

Regan 

Thomas,  Tex. 

Nicholson 

Rhodes 

Thompson 

Nixon 

Rich 

Thornberry 

Noland 

Rodino 

Tollefson 

O’Brien,  Ill. 

Rogers,  Fla. 

Trimble 

O’Brien,  Mich. 

Rogers,  Mass. 

Underwood 

O’Hara,  Ill. 

Rooney 

Van  Zandt 

O’Hara,  Minn. 

Sabath 

Velde 

O’Konski 

Sadlak 

Vinson 

O'Neill 

Sadowskl 

Vorys 

O’Sullivan 

St.  George 

Vursell 

O’Toole 

Sanborn 

Wagner 

Pace 

Sasscer 

Walsh 

Passman 

Saylor 

Welchel 

Patman 

Scott,  Hardie 

Welch 

Patterson 

Scrivner 

Werdel 

Perkins 

Scudder 

Wheeler 

Peterson 

Secrest 

White,  Calif. 

Pfeifer, 

Sheppard 

White,  Idaho 

Joseph  L. 

Short 

Whittington 

Pfeiffer, 

Sikes 

Wickersham 

William  L. 

Simpson,  Ill. 

Wier 

Philbln 

Simpson,  Pa. 

Wigglesworth 

Phillips,  Tenn. 

Sims 

Williams 

Pickett 

Smathers 

Willis 

Plumley 

Smith,  Wis. 

Wilson,  Ind. 

Polk 

Spence 

Wilson,  Okla. 

Potter 

Staggers 

Wilson,  Tex. 

Poulson 

Steed 

Winstead 

Powell 

Stefan 

Withrow 

Preston 

Stigler 

Wolcott 

Price 

Stockman 

Wolverton 

Quinn 

Sullivan 

Wood 

Rabaut 

Sutton 

Woodruff 

Rains 

Tackett 

Yates 

Ramsay 

Talle 

Young 

Redden 

Taylor 

NAYS— 14 

Zablocki 

Byrnes,  Wis. 

Davis,  Ga. 

Mason 

Case,  S.  Dak. 

Eaton 

Smith,  Kans. 

Church 

Gwinn 

Smith,  Va. 

Clevenger 

Hoffman,  Mich. 

Taber 

Crawford 

McMlllen,  Ill. 

ANSWERED  “PRESENT”— I 

Rankin 

NOT  VOTING— 

84 

Arends  ■» 

Green 

Norrell 

Baring 

Gregory 

Norton 

Barrett,  Pa. 

Harrison 

Patten 

Bland 

Harvey 

Phillips,  Calif. 

Blatnik 

Hays,  Ohio 

Poage 

Bolton,  Ohio 

Hebert 

Priest 

Bonner 

Heffernan 

Reed,  Ill. 

Bramblett 

Herlong 

Reed,  N.  Y. 

Brehm 

Huber 

Ribicoff 

Buckley,  N.  Y. 

Irving 

Richards 

Bulwinkle 

Jackson,  Calif. 

Riehlman 

Burnside 

Keating 

Rivers 

Byrne,  N.  Y. 

Keogh 

Roosevelt 

Carlyle 

Kilburn 

Scott, 

Chatham 

Kunkel 

Hugh  D.,  Jr. 

Cole,  N.  Y. 

Larcade 

Shafer 

Cooley 

Lovre 

Smith,  Ohio 

Crosser 

McMillan,  S.  C. 

Stanley 

Deane 

McSweeney 

Tauriello 

Dingell 

Mack,  Ill. 

Thomas,  N.  J. 

Donohue 

Macy 

Towe 

Elston 

Mansfield 

Wadsworth 

Engle,  Calif. 

Merrow 

Walter 

Feighan 

Miller,  Md. 

Whitaker 

Fellows 

Morrison 

Whitten 

Flood 

Morton 

Woodhouse 

Garmatz 

Multer 

Worley 

Gary 

Murphy 

Gavin 

Norblad 

So  the  bill  was  passed. 

The  Clerk  announced  the  following 
pairs : 

On  this  vote : 

Mr.  Arends  for,  with  Mr.  Wadsworth 
against. 

Additional  general  pairs: 

Mr.  Rankin  with  Mr.  Cole  of  New  York. 
Mr.  Stanley  with  Mr/ Towe. 

Mr.  Burnside  with  Mr.  Reed  of  New  York. 
Mr.  Harrison  with  Mr.  Gavin. 

Mr.  Garmatz  with  Mr.  Kilburn. 

Mr.  Huber  with  Mr.  Lovre. 

Mr.  Ribicoff  with  Mr.  Reed  of  Illinois. 
Mr.  Priest  with  Mr.  Shafer. 

Mr.  Mack  of  Illinois  with  Mr.  Smith  of 
Ohio. 

Mr.  Cooley  with  Mr.  Macy. 

Mr.  Donohue  with  Mrs.  Bolton  of  Ohio. 
Mr.  Engl#  of  California  with  Mr.  Elston. 
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Mr.  Blatnik  with  Mr.  Harvey. 

Mr.  Hubert  with  Mr.  Brehm. 

Mr.  Hays  of  Ohio  with  Mr.  Kunkel. 

Mr.  Herlong  with  Mr.  Merrow. 

Mr.  Patten  with  Mr.  Norblad. 

Mr.  Tauriello  with  Mr.  Morton. 

Mr.  Whitaker  with  Mr.  Miller  of  Maryland. 
Mr.  Whitten  with  Mr.  Phillips  of  California. 
Mr.  Deane  with  Mr.  Riehlman. 

Mr.  Dingell  with  Mr.  Hugh  D.  Scott,  Jr. 
Mi-.  Bonner  with  Mr.  Bramblett. 

Mrs.  Norton  with  Mr.  Fellows. 

Mr.  Morrison  with  Mr.  Jackson  of  Cali¬ 
fornia. 


Mr.  RANKIN.  Mr.  Speaker,  I  have 
a  general  pair  with  the  gentleman  from 
New  York  [Mr.  Cole].  I  withhold  my 
vote  and  vote  "present.” 

The  result  of  the  vote  was  announced 
as  above  recorded. 

A  motion  to  reconsider  was  laid  on  the 
table. 

'■  PHPARTMBOT  OP  Tm  jWTORroR-’  APPRO* 

PRIATION  BILL,  1950  \ 

Mr.  KIRWAN.  Mr.  Speaker,  I  ask- 
unanimous  consent  that  the  managers 
on  the  part  of  the  House  have  until  mid¬ 
night  tonight  to  file  a  conference  report 
on  H.  R.  3833,  the  Department  of  the 
Interior  Appropriation  bill  for  the  fiscal 
year  1950. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ohio? 

There  was  no  objection. 

The  conference  report  and  statement 
are  as  follows: 


Conference  Report  (H.  Rept.  No.  1380) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
3838)  maki  .g  appropriations  for  the  De¬ 
partment  of  the  Interior  for  the  fiscal  year 
ending  June  30,  1950,  and  for  other  purposes, 
having  met,  after  full  and  free  conference, 
have  agreed  to 'recommend  and  do  recom¬ 
mend  to  their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amend¬ 
ments  numbered  31,  32,  44,  48,  54,  68,  73,  112, 
138,  145,  146,  147,  151,  159,  165,  173,  176,  183, 
184,  185,  and  191. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  1  4,  5,  7,  8,  9,  10,  15,  19,  22,  23,  24,  25, 

26,  27,  33,  34,  35,  36,  37,  39,  40,  41,  42,  43, 

45,  49,  51,  52,  53,  55,  56,  57,  58,  60,  61,  62, 

65,  72,  74,  75,  78,  81,  82,  86,  88,  89,  90,  91* 

114,  117,  118,  120,  121,  122,  124,  129,  139,  140, 
142,  149,  152,  153,  154,  155,  157,  158,  160,  161, 
163,  168,  169,  170,  171,  179,  180,  181,  181r187, 
188,  190,  192,  193,  194,  195,  196,  and  197,  and 
agree  to  the  same.  / 

Amendment  numbered  2 :  That  the  House 
recede  from  its  disagreement  to  .tile  amend¬ 
ment  of  the  Senate  numbered^,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed/by  said  amend¬ 
ment  insert  "$203,750’’:  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  3:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  .numbered  3,  and  agree 
to  the  same  with  tgA  amendment,  as  follows: 
In  lieu  of  the  sujri  proposed  by  said  amend¬ 
ment  insert  “$34tf,500”;  and  the  Senate  agree 
to  the  same. 

Amendmejcrt  numbered  12:  That  the  House 
recede  front  its  disagreement  to  the  amend¬ 
ment  of  trfie  Senate  numbered  12,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  liejrof  the  sum  proposed  by  said  amend¬ 
ment  insert  ‘‘$1,005, 000”;  and  the  Senate 
agree  to  the  same. 

Amendment  numbered  13:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  13,. and  agree 


;o  the  same  with  an  amendment,  as  follows: 
:n  lieu  of  the  sum  proposed  by  said  amend- 
nent  insert  ’’$3, 450, 000”;  and  the  Senate 
igree  to  the  same. 

Amendment  numbered  14:  That  the  House 
•ecede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  14,  and  agree 
;o  the  same  with  an  amendment,  as  follows : 
[n  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  ‘‘$657,500”;  and  the  Senate  agree 
;o  the  same. 

Amendment  numbered  16 :  That  the  House 
■ecede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  16,  and  agree 
;o  the  same  with  an  amendment,  as  follows : 
[n  lieu  of  tha  sum  proposed  by  said  amend¬ 
ment  insert  "$200,000”;  and  the  Senate  agree 
;o  the  same. 

Amendment  numbered  18 :  That  the  House 
ecede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  18,  and  agree 
;o  the  same  with  an  amendment,  as  follows: 
[n  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$3,100,000”;  and  the  Senate 
, ,  agree  to  the  same. 

Amendment  numbered  21:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  21,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$3,037,500”;  and  the  Senate, 
agree  to  the  same.  f 

Amendment  numbered  28:  That  the  House 
recede-from  its  disagreement  to  the  amend¬ 
ment  olkthe  Senate  numbered  28,  and/agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said'  amend- 
ment  insert-  “$3,000, 000-1’;  and  tlife  Senate 
agree  to  the  s^jne.  J 

Amendment  h.umbered  29 :  That  the  House 
recede  from  its  disagreement' ,tio  the  amend¬ 
ment  of  the  Senate  numbeyed  29,  and  agree 
to  the  same  with  an%amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$137,500”;  and  the  Senate  agree 
to  the  same.  J  \ 

Amendment  numbered  30.:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered,  30,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  line  8  of  the  matter  inserted  by  said 
amendment,  after  the  words  ‘'Spates  of”, 

and 


strike  out  the  following:  “Monta? 
the  Senate  agree  to  the  same. 

Amendment  numbered  59 :  That  the'5House 
recedo'from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  59,  and  agtee 
to  the  same  with  an  amendment,  as  follows 
U  lieu  of  the  matter  stricken  out  and  in¬ 
serted  by  said  amendment,  insert  the  fol¬ 
lowing  :  “two  hundred  and  twenty-five  pas¬ 
senger  motor  vehicles,  of  which  two  hundred 
shall  be”;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  69 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  69,  and  agree 
to  the  same  with  an  amendment  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  Insert  “$2,520,625”;  and  the  Senate 
agree  to  the  same. 

Amendment  numbered  70 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  70,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$249,750”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  71 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  71,  and  agree 
to  the  same  with  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  "$189,625”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  76 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  76,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$1,313,750";  and  the  Senate 
agree  to  the  same. 


Amendment  numbered  77 :  That  the  House, 
recede  from  its  disagreement  to  the  amend 
ment  of  the  Senate  numbered  77,  and  agree 
to  the  same  with  an  amendment,  as 
In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$35,150”;  and  the  Sensylfe  agree 
to  the  same. 

Amendment  numbered  79 :  Thaf  the  House 
recede  from  its  disagreement  torthe  amend¬ 
ment  of  the  Senate  numbered^,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  sum  proposes  by  said  amend¬ 
ment  insert  “$1,063, 750’^’  and  the  Senate 
agree  to  the  same. 

Amendment  numberfd  84:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senatarn umbered  84,  and  agree 
to  the  same  with, an  amendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  ?$4,150,000”;  and  the  Senate 
agree  to  the  rime. 

Amendment  numbered  85:  That  the  House 
recede  frqm  its  disagreement  to  the  amend¬ 
ment  ofrthe  Senate  numbered  85,  and  agree 
to  thejKime  with  an  amendment,  as  follows: 

In  liefi  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$397,833”;  and  the  Senate  agree 
the  same. 

Amendment  numbered  87:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  87,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$2,477,050”;  and  the  Senate 
agree  to  the  same. 

Amendment  numbered  92 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  92,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$379,050”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  93 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  93,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$1,071,250”;  and  the  Senate 
agree  to  the  same. 

Amendment  numbered  94 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  94,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$418,575”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  95:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  95,  and  agree 
tto  the  same  with  an  amendment,  as  follows : 
lieu  of  the  sum  proposed  by  said  amend- 
ent  insert  “$325,000”;  and  the  Senate  agree 
to\he  same. 

Amendment  numbered  96:  That  the  House 
recedetdrom  its  disagreement  to  the  amend¬ 
ment  oflLthe  Senate  numbered  96,  and  agree 
to  the  salae  with  an  amendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert ^$315,250”;  and  the  Senate  agree 
to  the  same. 

Amendment  limbered  97:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senam  numbered  97,  and  agree 
to  the  same  with  aiMamendment,  as  follows: 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$507,350”H|nd  the  Senate  agree 
to  the  same. 

Amendment  numbered  SB:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  98,  and  agree 
to  the  same  with  an  amendment,  as  follows : 

In  lieu  of  the  sum  proposed  by  said  amend¬ 
ment  insert  “$161,000”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  99 :  That  th^dlouse 
recede  from  its  disagreement  to  the  artvend- 
ment  of  the  Senate  numbered  99,  and  afcree 
to  the  same  with  an  amendment,  as  follov 
In  lieu  of  the  sum  proposed  by  said  amenc.^ 
ment  insert  “$294,000”;  and  the  Senate  agree' v 
to  the  same. 
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AN  ACT 

To  extend  and  improve  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act,  with  the  following  table  of  contents,  may  be 

4  cited  as  the  “Social  Security  Act  Amendments  of  1949”. 
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TITLE  I— AMENDMENTS  TO  TITLE  II  OF  THE 
SOCIAL  SECURITY  ACT 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS 
Sec.  101.  (a)  Section  202  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

“OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFIT  PAYMENTS 
“Old-Age  Insurance  Benefits 
“Sec.  202.  (a)  Every  individual  who — 

“(1)  is  a  fully  insured  individual  (as  defined  in 
section  214  (a)  ) , 

“(2)  has  attained  retirement  age  (as  defined  in 
section  2 1G  (a)),  and 

“(3)  has  filed  application  for  old-age  insurance 
benefits  or  was  entitled  to  disability  insurance  bene- 
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fits  for  the  month  preceding  the  month  in  which  he 
attained  retirement  age, 

shall  be  entitled  to  an  old-age  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
such  individual  becomes  so  entitled  to  such  insurance  benefits 
and  ending  with  the  month  preceding  the  month  in  which 
he  dies.  Such  individual’s  old-age  insurance  benefit  for  any 
month  shall  be  equal  to  his  primary  insurance  amount  (as 
defined  in  section  215  (a))  for  such  month. 

“Wife’s  Insurance  Benefits 

“(b)  (1)  The  wife  (as  defined  in  section  216  (b)  )  of 
an  individual  entitled  to  old-age  insurance  benefits,  if  such 
wife — 

“(A)  has  filed  application  for  wife’s  insurance 
benefits, 

“(B)  has  attained  retirement  age  or  has  in  her  care 
(individually  or  jointly  with  her  husband)  at  the  time 
of  filing  such  application  a  child  entitled  to  a  child’s 
insurance  benefit  on  the  basis  of  the  wages  or  self- 
employment  income  of  her  husband, 

"(C)  was  living  with  such  individual  at  the  time 
such  application  was  filed,  and 

“(D)  is  not  entitled  to  old-age  insurance  bene¬ 
fits,  or  is  entitled  to  old-age  insurance  benefits  each 
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of  which  is  less  than  one-half  of  an  old-age  insurance 
benefit  of  her  husband, 

shall  be  entitled  to  a  wife’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and  end¬ 
ing  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  she  dies,  her  husband 
dies,  they  are  divorced  a  vinculo  matrimonii,  no  child  of  her 
husband  is  entitled  to  a  child’s  insurance  benefit  and  she  has 
not  attained  retirement  age,  or  she  becomes  entitled  to  an 
old-age  insurance  benefit  equal  to  or  exceeding  one-half 
of  an  old-age  insurance  benefit  of  her  husband. 

“  (2)  Such  wife’s  insurance  benefit  for  each  month  shall 
be  equal  to  one-half  of  the  old-age  insurance  benefit  of  her 
husband  for  such  month. 

“Child’s  Insurance  Benefits 

“(c)  (1)  Every  child  (as  defined  in  section  216  (e)  ) 
of  an  individual  entitled  to  old-age  insurance  benefits,  or 
of  an  individual  who  died  a  fully  or  currently  insured  in¬ 
dividual  (as  defined  in  section  214)  after  1939,  if  such  child — 
“  (A)  has  filed  application  for  child’s  insurance 
benefits, 

“(B)  at  the  time  such  application  was  filed  was  un¬ 
married  and  had  not  attained  the  age  of  eighteen,  and 
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“(0)  was  dependent  upon  such  individual  at  the 
time  such  application  was  filed,  or,  if  such  individual 
has  died,  was  dependent  upon  such  individual  at  the 
time  of  such  individual's  death, 
shall  be  entitled  to  a  child's  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  1949  in  which  such 
child  becomes  so  entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  such  child  dies,  marries,  is 
adopted  (except  for  adoption  by  a  stepparent,  grandparent, 
aunt,  or  uncle  subsequent  to  the  death  of  such  fully  or 
currently  insured  individual) ,  or  attains  the  age  of  eighteen. 

“(2)  Such  child's  insurance  benefit  for  each  month 
shall,  if  the  individual  on  the  basis  of  whose  wages  or  self- 
employment  income  the  child  is  entitled  to  such  benefit  has 
not  died  prior  to  the  end  of  such  month,  be  equal  to  one-half 
of  the  old-age  insurance  benefit  of  such  individual  for  such 
month.  Such  child's  insurance  benefit  for  each  month  shall, 
if  such  individual  has  died  in  or  prior  to  such  month,  be 
equal  to  three-fourths  of  the  primary  insurance  amount  of 
such  individual,  except  that,  if  there  is  more  than  one  child 
entitled  to  benefits  on  the  basis  of  such  individual’s  wages 
or  self-employment  income,  each  such  child’s  insurance 
benefit  for  such  month  shall  be  equal  to  the  sum  of  (A) 
one-half  of  the  primary  insurance  amount  of  such  individual, 
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1  and  (B)  one-fourth  of  such  primary  insurance  amount 

2  divided  by  the  number  of  such  children. 

3  “(3)  A  child  shall  be  deemed  dependent  upon  his 

4  father  or  adopting  father  at  the  time  specified  in  paragraph 

5  (1)  (C)  unless,  at  such  time,  such  individual  was  not 

6  living  with  or  contributing  to  the  support  of  such  child 

7  and — 
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“  (A)  such  child  is  neither  the  legitimate  nor 
adopted  child  of  such  individual,  or 

“(B)  such  child  had  been  adopted  by  some  other 
individual,  or 

“(C)  such  child  was  living  with  and  was  receiving 
more  than  one-half  of  his  support  from  his  stepfather. 
“  (4)  A  child  shall  be  deemed  dependent  upon  his  step- 
15  father  at  the  time  specified  in  paragraph  (1)  (C)  if,  at 

IS  such  time,  the  child  was  living  with  or  was  receiving  at 
17  least  one-half  of  his  support  from  such  stepfather. 

IS  “  (5)  A  child  shall  be  deemed  dependent  upon  his  natu- 
I9  ral  or  adopting  mother  at  the  time  of  her  death  if,  at  such 

30  time,  she  was  both  a  fully  and  a  currently  insured  individual. 

31  A  child  shall  also  he  deemed  dependent  upon  his  natural  or 
33  adopting  mother,  or  upon  his  stepmother,  at  the  time  speci- 

33  fied  in  paragraph  (1)  (C)  if,  at  such  time,  (A) 

34  she  was  living  with  or  contributing  to  the  support  of 

35  such  child,  and  (B)  either  (i)  such  child  was  neither 
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living  with  nor  receiving  contributions  from  his  father  or 
adopting  father,  or  (ii)  such  child  was  receiving  at  least 
one-half  of  his  support  from  her. 

“Widow’s  Insurance  Benefits 
“(d)  (1)  The  widow  (as  defined  in  section  216  (c)  ) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  widow — 

“  (A)  has  not  remarried, 

“(B)  has  attained  retirement  age, 

“(C)  has  filed  application  for  widow’s  insurance 
benefits  or  was  entitled,  after  attainment  of  retirement 
age,  to  wife’s  insurance  benefits,  on  the  basis  of  the 
wages  or  self-employment  income  of  such  individual, 
for  the  month  preceding  the  month  in  which  he  died, 
“(D)  was  living  with  such  individual  at  the  time 
of  his  death,  and 

“(E)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband, 
shall  be  entitled  to  a  widow’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 

she  becomes  so  entitled  to  such  insurance  benefits  and 

* 

ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs  :  she  remarries,  dies,  or  becomes 
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entitled  to  an  old-age  Insurance  benefit  equal  to  or  exceed- 
ing  three-fourths  of  the  primary  insurance  amount  of  her 
deceased  husband. 

“  ( 2 )  Such  widow’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband. 

“Mother’s  Insurance  Benefits 
“(e)  (1)  The  widow  and  every  former  wife  divorced 
(as  defined  in  section  216  (d)  )  of  an  individual  who  died 
a  fully  or  currently  insured  individual  after  1939,  if  such 
widow  or  former  wife  divorced — 

“(A)  has  not  remarried, 

“(B)  is  not  entitled  to  a  widow’s  insurance  benefit, 
“(C)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amoimt  of  such  individual, 

“(D)  has  filed  application  for  mother’s  insurance 
benefits, 

“(E)  at  the  time  of  filing  such  application  has  in 
her  care  a  child  of  such  individual  entitled  to  a  child’s 
insurance  benefit,  and 

“(E)  (i)  in  the  case  of  a  widow,  was  living 
with  such  individual  at  the  time  of  his  death,  or  (ii)  in 
the  case  of  a  former  wife  divorced,  was  receiving 
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from  such  individual  (pursuant  to  agreement  or  court 
order)  at  least  one-half  of  her  support  at  the  time  of  his 
death,  and  the  child  referred  to  in  clause  (E)  is  her 
son,  daughter,  or  legally  adopted  child  and  the  benefits 
referred  to  in  such  clause  are  payable  on  the  basis  of 
such  individual's  wages  or  self-employment  income, 
shall  be  entitled  to  a  mother’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
she  becomes  so  entitled  to  such  insurance  benefits  and  ending 
with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  no  child  of  such  deceased 
individual  is  entitled  to  a  child’s  insurance  benefit,  such  widow 
or  former  wife  divorced  becomes  entitled  to  an  old-age 
insurance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual,  she 
becomes  entitled  to  a  widow’s  insurance  benefit,  she  remar¬ 
ries,  or  she  dies.  Entitlement  to  such  benefits  shall  also 
end,  in  the  case  of  a  former  wife  divorced,  with  the  month 
immediately  preceding  the  first  month  in  which  no  son, 
daughter,  or  legally  adopted  child  of  such  former  wife 
divorced  is  entitled  to  a  child’s  insurance  benefit  on  the  basis 
of  the  wages  or  self-employment  income  of  such  deceased 
individual. 

“(2)  Such  mother’s  insurance  benefit  for  each  month 
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shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“Parent’s  Insurance  Benefits 
“(f)  (1)  Every  parent  (as  defined  in  this  subsection) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  individual  did  not  leave  a  widow  who  meets 
the  conditions  in  subsection  (d)  (1)  (D)  and  (E)  or 

an  unmarried  child  under  the  age  of  eighteen  deemed 
dependent  on  such  individual  under  subsection  (c)  (3), 

(4) ,  or  (5) ,  and  if  such  parent — 

“  (A)  has  attained  retirement  age, 

“(B)  was  receiving  at  least  one-half  of  his  support 
from  such  individual  at  the  time  of  such  individual’s 
death  and  filed  proof  of  such  support  within  two  years  of 
such  date  of  death, 

“(C)  has  not  married  since  such  individual’s  death, 
“  (D)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual,  and 

“(E)  has  filed  application  for  parent’s  insurance 
benefits, 

shall  be  entitled  to  a  parent’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  1949  in  which 
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such  parent  becomes  so  entitled  to  such  parent’s  insurance 
benefits  and  ending  with  the  month  preceding  the  first 
month  in  which  any  of  the  following  occurs:  such 
parent  dies,  marries,  or  becomes  entitled  to  an  old-age  in¬ 
surance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual. 

“(2)  Such  parent’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“(3)  As  used  in  this  subsection,  the  term  ‘parent’ 
means  the  mother  or  father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted  before  such  individual 
attained  the  age  of  sixteen,  or  an  adopting  parent  by  whom 
an  individual  was  adopted  before  he  attained  the  age  of 
sixteen. 

“Lump-Sum  Death  Payments 

“(g)  Upon  the  death,  after  1949,  of  an  individual  who 
died  a  fully  or  currently  insured  individual,  an  amount  equal 
to  three  times  such  individual’s  primary  insurance  amount 
shall  be  paid  in  a  lump  sum  to  the  person,  if  any,  determined 
by  the  Administrator  to  be  the  widow  or  widower  of  the 
deceased  and  to  have  been  living  with  the  deceased  at  the 
time  of  death.  If  there  is  no  such  person,  or  if  such  person 
dies  before  receiving  payment,  then  such  amount  shall  be 
paid  to  any  person  or  persons,  equitably  entitled  thereto, 
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1  to  the  extent  and  in  the  proportions  that  he  or  they  shall 

2  have  paid  the  expenses  of  burial  of  such  insured  individual. 

3  No  payment  shall  be  made  to  any  person  under  this  sub- 

4  section  unless  application  therefor  shall  have  been  filed,  by  or 

5  on  behalf  of  any  such  person  (whether  or  not  legally  com- 

6  petent) ,  prior  to  the  expiration  of  two  years  after  the  date 

7  of  death  of  such  insured  individual. 

8  “Application  for  Monthly  Insurance  Benefits 

9  “(h)  (1)  An  individual  who  would  have  been  entitled 

10  to  a  benefit  under  subsection  (a),  (b),  (c),  (d),  (e),  or 

11  (f)  for  any  month  after  1949  had  he  filed  application 

12  therefor  prior  to  the  end  of  such  month  shall  be  entitled  to 

13  such  benefit  for  such  month  if  he  files  application  therefor 

14  prior  to  the  end  of  the  sixth  month  immediately  succeeding 

15  such  month.  Any  benefit  for  a  month  prior  to  the  month  in 

16  which  application  is  filed  shall  be  reduced,  to  any  extent 

17  that  may  be  necessary,  so  that  it  will  not  render  erroneous 

18  any  benefit  which,  before  the  filing  of  such  application,  the 

19  Administrator  has  certified  for  payment  for  such  prior  month. 

20  “(2)  No  application  for  any  benefit  under  this  section 

21  for  any  month  after  1949  which  is  filed  prior  to  three  months 

22  before  the  first  month  for  which  the  applicant  becomes  en- 

23  titled  to  such  benefit  shall  be  accepted  as  an  application  for 

24  the  purposes  of  this  section;  and  any  application  filed  within 
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Buch  three  months’  period  shall  be  deemed  to  have  been 
filed  in  such  first  month. 

“Simultaneous  Entitlement  to  Benefits 
“  (i)  (1)  Any  individual  who  is  entitled  for  any  month 
to  more  than  one  monthly  insurance  benefit  (other  than  an 
old-age  insurance  benefit)  under  this  title  shall  be  entitled 
to  only  one  such  monthly  benefit  for  such  month,  such  ben¬ 
efit  to  be  the  largest  of  the  monthly  benefits  to  which  he 
(but  for  this  paragraph)  would  otherwise  be  entitled  for 
such  month. 

“,(2)  If  an  individual  is  entitled  to  an  old-age  in¬ 
surance  benefit  for  any  month  and  to  any  other  monthly 
insurance  benefit  for  such  month,  such  other  insurance  ben¬ 
efit  for  such  month  shall  be  reduced  (after  any  reduction 
under  section  203  (a)  )  by  an  amount  equal  to  such  old- 
age  insurance  benefit. 

“Entitlement  to  Survivor  Benefits  Under  Bailroad 

Retirement  Act 

“  (j)  If  any  person  would  he  entitled,  upon  filing  appli¬ 
cation  therefor,  to  an  annuity  under  section  5  of  the  Rail¬ 
road  Retirement  Act  of  1937,  or  to  a  lump-sum  pa3Tneut 
under  subsection  (f)  (1)  of  such  section,  with  respect  to 
the  death  of  an  employee  (as  defined  in  such  Act) ,  no 
lump-sum  death  payment,  and  no  monthly  benefit  for  the 
month  in  which  such  employee  died  or  for  any  month  there- 
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after,  shall  be  paid  under  this  section  to  any^  person  on  the 
basis  of  the  wages  or  self-employment  income  of  such  em¬ 
ployee.” 

(b)  (1)  Except  as  provided  in  paragraph  (3),  the 
amendment  made  by  subsection  (a)  of  this  section  shall 
take  effect  January  1,  1950. 

(2)  Section  205  (m)  of  the  Social  Security  Act  is  re¬ 
pealed  effective  with  respect  to  monthly  benefits  under 
section  202  of  the  Social  Security  Act,  as  amended  by  this 
Act,  for  months  after  1949. 

(3)  Section  202  (h)  (2)  of  the  Social  Security  Act,  as 
amended  by  this  Act,  shall  take  effect  October  1,  1949. 

(c)  (1)  Any  individual  entitled  to  primary  insurance 
benefits  or  widow’s  current  insurance  benefits  under  section 
202  of  the  Social  Security  Act  as  in  effect  prior  to  its 
amendment  by  this  Act  who  would,  but  for  the  enactment 
of  this  Act,  be  entitled  to  such  benefits  for  January  1950 
shall  be  deemed  to  be  entitled  to  old-age  insurance  bene¬ 
fits  or  mother’s  insurance  benefits  (as  the  case  may  be) 
under  section  202  of  the  Social  Security  Act,  as  amended 
by  this  Act,  as  though  such  individual  became  entitled  to 
such  benefits  in  January  1950,  the  primary  insurance  amount 
on  which  such  benefits  are  based  to  be  determined  as  pro¬ 
vided  in  section  111  of  this  Act. 

(2)  Any  individual  entitled  to  any  other  monthly  in- 
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surance  benefits  under  section  202  of  the  Social  Securit\7 
Act  as  in  effect  prior  to  its  amendment  by  this  Act  who 
would,  but  for  the  enactment  of  this  Act,  be  entitled  to  such 
benefits  for  January  1950  shall  be  deemed  to  be  entitled 
to  such  benefits  under  section  202  of  the  Social  Security  Act, 
as  amended  by  this  Act,  as  though  such  individual  became 
entitled  to  such  benefits  in  January  1950,  the  primary 
insurance  amount  on  which  such  benefits  are  based  to  be 
determined  as  provided  in  section  111  of  this  Act. 

(3)  Any  individual  who  files  application  after  1949 
for  monthly  benefits  under  any  subsection  of  section  202 
of  the  Social  Security  Act  who  would,  but  for  the  enact¬ 
ment  of  this  Act,  be  entitled  to  benefits  under  such  subsection 
(as  in  effect  prior  to  such  enactment)  for  any  month  prior 
to  1950  shall  be  deemed  entitled  to  such  benefits  for  such 
month  prior  to  1950  to  the  same  extent  and  in  the  same 
amounts  as  though  this  Act  had  not  been  enacted. 

(d)  In  the  case  of  any  parent  of  an  individual  who — 

(1)  died  after  June  1947  but  prior  to  1950, 

(2)  was  not  a  fully  insured  individual  under  the 
provisions  of  section  209  (g)  of  the  Social  Security 
Act  as  in  effect  at  the  time  of  his  death,  and 

(3)  who  is  insured  under  the  provisions  of  section 
214  (a)  of  such  Act,  as  amended  by  this  Act, 

such  parent  shall  be  deemed  to  have  met  the  requirement, 
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in  section  202  (f)  (1)  '(B)  of  sucli  iVct  as  so  amended, 
of  filing  proof  of  support  within  two  years  of  the  date  of 
such  individual’s  death  if  such  proof  is  filed  prior  to  1952. 

(e)  Lump-sum  death  payments  shall  be  made  in  the 
case  of  individuals  who  died  prior  to  1950  as  though  this 
Act  had  not  been  enacted;  except  that  in  the  case  of  any 
individual  who  died  outside  the  forty-eight  States  and  the 
District  of  Columbia  after  December  6,  1941,  and  prior 
to  August  10,  1946,  the  last  sentence  of  section  202  (g) 
of  the  Social  Security  Act  shall  not  be  applicable  if  appli¬ 
cation  for  a  lump-sum  death  payment  is  filed  prior  to  1952. 

MAXIMUM  BENEFITS 

Sec.  102.  (a)  So  much  of  section  203  of  the  Social 
Security  Act  as  precedes  subsection  (d)  is  amended  to  read 
as  follows: 

“reduction  of  insurance  benefits  other  than 

DISABILITY  BENEFITS 

“Maximum  Benefits 

“Sec.  203.  (a)  Whenever  the  total  of  monthly  benefits 
to  which  individuals  are  entitled  under  section  202  for  a 
month  on  the  basis  of  the  wages  or  self-employment  income 
of  an  individual  exceeds  $150,  or  exceeds  80  per  centum 
of  his  average  monthly  wage  (as  defined  in  section  215 
(c)),  such  total  of  benefits  shall,  after  any  deductions 
under  this  section,  be  reduced  to  $150  or  to  80  per  centum 
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of  his  average  monthly  wage,  whichever  is  the  lesser. 
Whenever  a  reduction  is  made  under  this  subsection,  each 
benefit,  except  the  old-age  insurance  benefit,  shall  be  pro¬ 
portionately  decreased.” 

(b)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  with  respect  to  benefits  for  months 
after  1949. 

DEDUCTIONS  FROM  BENEFITS 
Sec.  103.  (a)  Subsections  (d),  (e),  (f),  (g),  and 
(h)  of  section  203  of  the  Social  Security  Act  are  amended 
to  read  as  follows: 

“Deductions  on  Account  of  Work  or  Failure  to  Have  Child 

in  Care 

“(b)  Deductions,  in  such  amounts  and  at  such  time  or 
times  as  the  Administrator  shall  determine,  shall  be  made 
from  any  payment  or  payments  under  this  title  to  which  an 
individual  is  entitled,  until  the  total  of  such  deductions  equals 
such  individual’s  benefit  or  benefits  under  section  202  for 
any  month  after  1949 — 

“  ( 1 )  in  which  such  individual  is  under  the  age 
of  seventy-five  and  in  which  he  rendered  services  for 
wages  (as  determined  under  section  209  without  regard 
to  subsection  (a)  thereof)  of  more  than  $50;  or 
“(2)  in  which  such  individual  is  under  the  age  of 
seventy-five  and  for  which  month  he  is  charged,  under 
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the  provisions  of  subsection  r(e)  of  this  section,  with  net 
earnings  from  self-employment  of  more  than  $50;  or 

“  (3)  in  which  such  individual,  if  a  wife  under  re¬ 
tirement  age  entitled  to  a  wife’s  insurance  benefit,  did 
not  have  in  her  care  (individually  or  jointly  with  her 
husband)  a  child  of  her  husband  entitled  to  a  child’s 
insurance  benefit;  or 

“(4)  in  which  such  individual,  if  a  widow  entitled 
to  a  mother’s  insurance  benefit,  did  not  have  in  her  care 
a  child  of  her  deceased  husband  entitled  to  a  child’s 
insurance  benefit;  or 

“(5)  in  which  such  individual,  if  a  former  wife 
divorced  entitled  to  a  mother’s  insurance  benefit,  did 
not  have  in  her  care  a  child,  of  her  deceased  former 
husband,  who  (A)  is  her  son,  daughter,  or  legally 
adopted  child  and  (B)  is  entitled  to  a  child’s  insurance 
benefit  with  respect  to  the  wages  or  self-employment 
income  of  her  deceased  former  husband. 

“Deductions  From  Dependents’  Benefits  Because  of  Work 
by  Old-Age  Insurance  Beneficiary 
“  (c)  Deductions  shall  be  made  from  any  wife’s  or  child’s 
insurance  benefit  to  which  a  wife  or  child  is  entitled,  until 
the  total  of  such  deductions  equals  such  wife’s  or  child’s  in¬ 
surance  benefit  or  benefits  under  section  202  for  any  month 
after  1949 — 
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"  (1)  in  which  the  individual,  on  the  basis  of  whose 
wages  or  self-employment  income  such  benefit  was  pay¬ 
able,  is  under  the  age  of  seventy-five  and  in  which  he 
rendered  services  for  wages  (as  determined  under  section 
209  without  regard  to  subsection  (a)  thereof)  of  more 
than  $50 ;  or 

“(2)  in  which  the  individual  referred  to  in  para¬ 
graph  (1)  is  under  the  age  of  seventy-five  and  for 
which  month  he  is  charged,  under  the  provisions  of 
subsection  (e)  of  this  section,  with  net  earnings  from 
self-employment  of  more  than  $50. 

“Occurrence  of  More  Than  One  Event 
“(d)  If  more  than  one  event  specified  in  subsections 
(b)  and  (c)  occurs  in  any  one  month  which  would  occasion 
deductions  equal  to  a  benefit  for  such  month,  only  an  amount 
equal  to  such  benefit  shall  be  deducted.  The  charging  of 
net  earnings  from  self-employment  to  any  month  shall  be 
treated  as  an  event  occurring  in  the  month  to  which  such 
net  earnings  are  charged. 

“Months  to  Which  Net  Earnings  Are  Charged 
“(e)  For  the  purposes  of  subsections  (b)  and  (c)  — 
“  ( 1 )  If  an  individual’s  net  earnings  from  self- 
emplo}^ment  for  his  taxable  year  are  not  more  than 
the  product  of  $50  times  the  number  of  months  in  such 
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year,  no  month  in  such  year  shall  be  charged  with  more 
than  $50  of  net  earnings  from  self-employment. 

“(2)  If  an  individual’s  net  earnings  from  self- 

employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year,  each 
month  of  such  year  shall  be  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be 
further  charged  to  months  as  follows:  The  first  $50 
of  such  excess  shall  be  charged  to  the  last  month 
of  such  taxable  year,  and  the  balance,  if  any,  of 

such  excess  shall  be  charged  at  the  rate  of  $50 
per  month  to  each  preceding  month  in  such  year 
until  all  of  such  balance  has  been  applied,  except  that 

no  part  of  such  excess  shall  be  charged  to  any  month 

(A)  for  which  such  individual  was  not  entitled  to  a 
benefit  under  this  title,  (B)  in  which  an  event  de¬ 
scribed  in  paragraph  (1),  (3),  (4),  or  (5)  of  sub¬ 
section  (b)  occurred,  (C)  in  which  such  individual  was 
age  seventy-five  or  over,  or  (D)  in  which  such 
individual  did  not  engage  in  self-employment. 

“(3)  (A)  As  used  in  paragraph  (2),  the  term 
‘last  month  of  such  taxable  year’  means  the  latest  month 
in  such  year  to  which  the  charging  of  the  excess  de- 
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scribed  in  such  paragraph  is  not  prohibited  by  the  appli¬ 
cation  of  clauses  (A),  (B),  (C),and  (D)  thereof. 

“(B)  For  the  purposes  of  clause  (D)  of  paragraph 
(2) ,  an  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in 
such  month  until  it  is  shown  to  the  satisfaction  of  the 
Administrator  that  such  individual  rendered  no  sub¬ 
stantial  services  in  such  month  with  respect  to  any 
trade  or  business  the  net  income  or  loss  of  which  is 
includible  in  computing  his  net  earnings  from  self- 
employment  for  any  taxable  year.  The  Administrator 
shall  by  regulations  prescribe  the  methods  and  criteria 
for  determining  whether  or  not  an  individual  has 
rendered  substantial  services  with  respect  to  any  trade 
or  business. 

“Penalty  for  Failure  to  Report  Certain  Events 
“(f)  Any  individual  in  receipt  of  benefits  subject  to 
deduction  under  subsection  (b)  or  (c)  (or  who  is  in 
receipt  of  such  benefits  on  behalf  of  another  individual) , 
because  of  the  occurrence  of  an  event  specified  therein  ( other 
than  an  event  described  in  subsection  (b)  (2)  or  (c)  (2)), 
shall  report  such  occurrence  to  the  Administrator  prior 
to  the  receipt  and  acceptance  of  an  insurance  benefit  for 
the  second  month  following  the  month  in  which  such  event 
occurred.  Any  such  individual  having  knowledge  thereof, 
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who  fails  to  report  any  suoh  occurrence,  shall  suffer  an 
additional  deduction  equal  to  that  imposed  under  subsection 
(b)  or  (c),  except  that  the  first  additional  deduction  im¬ 
posed  by  this  subsection  in  the  case  of  any  individual  shall 
not  exceed  an  amount  equal  to  one  month’s  benefit  even 
though  the  failure  to  report  is  with  respect  to  more  than 
one  month. 

“Report  to  Administrator  of  Net  Earnings  From 

Self-Employment 

“(g)  (1)  If  an  individual  is  entitled  to  any  monthly  in¬ 
surance  benefit  under  section  202  during  any  taxable  year  in 
which  he  has  net  earnings  from  self-employment  in  excess 
of  the  product  of  $50  times  the  number  of  months 
in  such  year,  such  individual  (or  the  individual  who 
is  in  receipt  of  such  benefit  on  his  behalf)  shall 
make  a  report  to  the  Administrator  of  his  net  earn¬ 
ings  from  self-employment  for  such  taxable  year.  Such 
report  shall  be  made  on  or  before  the  fifteenth  day  of  the 
third  month  following  the  close  of  such  year,  and  shall  contain 
such  information  and  be  made  in  such  manner  as  the  Admin¬ 
istrator  may  by  regulations  prescribe.  Such  report  need  not 
be  made  for  any  taxable  year  beginning  with  or  after  the 
month  in  which  such  individual  attained  the  age  of  seventy- 
five. 

“(2)  If  an  individual  fails  to  make  a  report  required 
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under  paragraph  (l)1,  within  the  time  prescribed  therein, 
of  his  net  earnings  from  self-employment  for  any  taxable 
year  and  any  deduction  is  imposed  under  subsection  (b)  (2) 
by  reason  of  such  net  earnings — 

“(A)  such  individual  shall  suffer  one  additional 
deduction  in  an  amount  equal  to  his  benefit  or  benefits 
for  the  last  month  in  such  taxable  year  for  which  he 
was  entitled  to  a  benefit  under  section  202;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
an  additional  deduction  in  the  same  amount  for  each 
month  or  fraction  thereof  during  which  such  failure 
continues  after  such  fourth  month; 
except  that  the  number  of  the  additional  deductions  required 
by  this  paragraph  shall  not  exceed  the  number  of  months  in 
such  taxable  year  for  which  such  individual  received  and 
accepted  insurance  benefits  under  section  202  and  for  which 
deductions  are  imposed  under  subsection  (b)  (2)  by 

reason  of  such  net  earnings  from  self-employment.  If 
more  than  one  additional  deduction  would  be  imposed  under 
this  paragraph  with  respect  to  a  failure  by  an  individual 
to  file  a  report  required  by  paragraph  (1)  and  such  failure 
is  the  first  for  which  any  additional  deduction  is  imposed 
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under  this  paragraph,  only  one  additional  deduction  shall 
he  imposed  with  respect  to  such  first  failure. 

“(3)  If  the  Administrator  determines,  on  the  basis  of 
information  obtained  by  or  submitted  to  him,  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  bene¬ 
fits  under  section  202  for  any  taxable  year  will  suffer  deduc¬ 
tions  imposed  under  subsection  (b)  (2)  by  reason  of  his 
net  earnings  from  self-employment  for  such  year,  the 
Administrator  may,  before  the  close  of  such  taxable 
year,  suspend  the  payment  for  each  month  in  such  year 
(or  for  only  such  months  as  the  Administrator  may  specify) 
of  the  benefits  payable  on  the  basis  of  such  individual's 
wages  and  self-employment  income;  and  such  suspension 
shall  remain  in  effect  with  respect  to  the  benefits  for  any 
month  until  the  Administrator  has  determined  whether  or  not 
any  deduction  is  imposed  for  such  month  under  subsection 
(b) .  The  Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  information  with  respect  to  such  net  earnings  as  the 
Administrator  may  specify.  A  failure  by  such  individual 
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to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (b)  (2)  by  reason  of 
his  net  earnings  from  self-employment  for  such  year. 
“Deductions  With  Respect  to  Certain  Lump  Sum  Payments 
“(h)  Deductions  shall  also  be  made  from  any  old-age 
insurance  benefit  to  which  an  individual  is  entitled,  or  from 
any  other  insurance  benefit  payable  on  the  basis  of  such 
individual’s  wages  or  self-employment  income,  until  such 
deductions  total  the  amount  of  any  lump  sum  paid  to  such 
individual  under  section  204  of  the  Social  Security  Act  in 
force  prior  to  the  date  of  enactment  of  the  Social  Security 
Act  Amendments  of  1939. 

“Attainment  of  Age  Seventy-five 
“  (i)  For  the  purposes  of  this  section,  an  individual 
shall  be  considered  as  seventy-five  years  of  age  during  the 
entire  month  in  which  he  attains  such  age.” 

(b)  The  amendments  made  by  this  section  shall  take 
effect  January  1,  1950. 

DEFINITIONS 

Sec.  104.  (a)  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  209  and  inserting  in  lieu 
thereof  the  following: 
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“definition  of  wages 

“Sec.  209.  For  the  purposes  of  this  title,  the  term 
‘wages’  means  remuneration  paid  prior  to  1950  which  was 
wages  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  payment  of  such  remuneration,  and  remuneration  paid 
after  1949  for  employment,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other  than  cash;  except 
that,  in  the  case  of  remuneration  paid  after  1949,  such  term 
shall  not  include — 

“(a)  That  part  of  the  remuneration  which,  after 
remuneration  ( other  than  remuneration  referred  to  in  the 
succeeding  subsections  of  this  section)  equal  to  $3,600 
with  respect  to  employment  has  been  paid  to  an  indi¬ 
vidual  by  an  employer  during  any  calendar  year,  is 
paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor),  or  used  in  a  separate  unit  of  a 
trade  or  business  of  a  predecessor,  and  immediately 
after  the  acquisition  employs  in  his  trade  or  business  an 
individual  who  immediately  prior  to  the  acquisition  was 
employed  in  the  trade  or  business  of  such  predecessor, 
then,  for  the  purpose  of  determining  whether  such 
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employer  has  paid  remuneration  (other  than  remu¬ 
neration  referred  to  in  the  succeeding  subsections  of  this 
section)  with  respect  to  employment  equal  to  $3,600 
to  such  individual  during  such  calendar  year,  any  re¬ 
muneration  with  respect  to  employment  paid  (or  con¬ 
sidered  under  this  subsection  as  having  been  paid)  to 
such  individual  by  such  predecessor  during  such  calendar 
year  and  prior  to  such  acquisition  shall  be  considered 
as  having  been  paid  by  such  employer; 

“(b)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his 
employees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide 
for  any  such  payment),  on  account  of  (1)  retirement, 
or  (2)  sickness  or  accident  disability,  or  (3)  medical 
or  hospitalization  expenses  in  connection  with  sickness 
or  accident  disability,  or  (4)  death; 

“(c)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“(d)  Any  payment  on  account  of  sickness  or 
accident  disability,  or  medical  or  hospitalization  ex- 
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penses  in  connection  with  sickness  or  accident  disability, 
made  by  an  employer  to,  or  on  behalf  of,  an  employee 
after  the  expiration  of  six  calendar  months  following 
the  last  calendar  month  in  which  the  employee  worked 
for  such  employer; 

“(e)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  (1)  from  or  to  a  trust  exempt  from  tax 
imder  section  165  (a)  of  the  Internal  Revenue  Code 
at  the  time  of  such  payment  unless  such  payment  is 
made  to  an  employee  of  the  trust  as  remuneration  for 
services  rendered  as  such  employee  and  not  as  a  bene¬ 
ficiary  of  the  trust,  or  (2)  under  or  to  an  annuity  plan 
which,  at  the  time  of  such  payment,  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5),  and  (6) 
of  such  code; 

“(f)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (1) 
of  the  tax  imposed  upon  an  employee  under  section 
1400  of  the  Internal  Eevenue  Code,  or  (2)  of  any 
payment  required  from  an  employee  under  a  State 
unemployment  compensation  law; 

“(g)  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of 
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the  employer’s  trade  or  business  (including  domestic 
service  in  a  private  home  of  the  employer)  ;  or 

“(h)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  retirement  age  (as  defined  in  section  216 
(a)  ) ,  if  he  did  not  work  for  the  employer  in  the  period 
for  which  such  payment  is  made. 

Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  title,  be  considered  as  remuneration  paid  to  him  by 
his  employer;  except  that,  in  the  case  of  tips,  only  so  much 
of  the  amount  thereof  received  during  any  calendar  quarter 
as  the  employee,  before  the  expiration  of  ten  days  after  the 
close  of  such  quarter,  reports  in  writing  to  his  employer 
as  having  been  received  by  him  in  such  quarter  shall  be 
considered  as  remuneration  paid  by  his  employer,  and  the 
amount  so  reported  shall  be  considered  as  having  been  paid 
to  him  by  his  employer  on  the  date  on  which  such  report 
is  made  to  the  employer. 

“definition  of  employment 
“Sec.  210.  For  the  purposes  of  this  title — 

“Employment 

“(a)  The  term  ‘employment’  means  any  service  per¬ 
formed  after  1936  and  prior  to  1950  which  was  employ- 
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ment  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  period  in  which  such  service  was  performed,  and  any 
service  of  whatever  nature  performed  after  1949  either 
(A)  by  an  employee  for  the  person  employing  him,  irrespec¬ 
tive  of  the  citizenship  or  residence  of  either,  (i)  within  the 
United  States,  or  (ii)  on  or  in  connection  with  an  American 
vessel  or  American  aircraft  under  a  contract  of  service  which 
is  entered  into  within  the  United  States  or  during  the  per¬ 
formance  of  which  the  vessel  or  aircraft  touches  at  a  port  in 
the  United  States,  if  the  employee  is  employed  on  and  in  con¬ 
nection  with  such  vessel  or  aircraft  when  outside  the  United 
States,  or  (B)  outside  the  United  States  by  a  citizen  of  the 
United  States  as  an  employee  for  an  American  employer 
(as  defined  in  subsection  (e)  )  ;  except  that,  in  the  case  of 
service  performed  after  1949,  such  term  shall  not  include — 

‘‘(1)  Agricultural  labor  (as  defined  in  subsec¬ 
tion  (f)  )  ; 

“(2)  (A)  Service  not  in  the  course  of  the  em¬ 

ployer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a 
farm  operated  for  profit; 

“  (B)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 
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“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter.  As  used 
in  this  paragraph,  the  term  ‘service  not  in  the  course 
of  the  employer’s  trade  or  business’  includes  domestic 
service  in  a  private  home  of  the  employer; 

“  (4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother ; 

“(5)  Service  performed  by  an  individual  on  or 
in  connection  with  a  vessel  not  an  American  vessel, 
or  on  or  in  connection  with  an  aircraft  not  an  American 
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aircraft,  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States ; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumentality 
is  exempt  from  the  tax  imposed  by  section  1410  of  the 
Internal  Revenue  Code  by  virtue  of  any  provision  of 
law  which  specifically  refers  to  such  section  in  granting 
such  exemption; 

“(7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned 
by  the  United  States,  but  only  if  (i)  such  service  is 
covered  by  a  retirement  system,  established  by  a  law 
of  the  United  States,  for  employees  of  the  United  States 
or  of  such  instrumentality,  or  (ii)  such  service  is 
performed — 

“(A)  by  the  President  or  Vice  President  of 
the  United  States  or  by  a  Member,  Delegate,  or 
Resident  Commissioner,  of  or  to  the  Congress; 

“(B)  in  the  legislative  branch; 

“(C)  in  the  field  service  of  the  Post  Office 
Department; 

“(D)  in  or  under  the  Bureau  of  the  Census 
of  the  Department  of  Commerce  by  temporary  em- 
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ployees  employed  for  the  taking  of  any  census; 

“(E)  by  any  employee  who  is  excluded  hy 
Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis ; 

“(E)  by  any  employee  receiving  nominal  com¬ 
pensation  of  $12  or  less  per  annum; 

“(G)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof; 

“(H)  hy  any  employee  who  is  excluded  by 
Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  serv¬ 
ing  under  a  temporary  appointment  pending  final 
determination  of  eligibility  for  permanent  or  in¬ 
definite  appointment; 

“  (I)  by  any  consular  agent  appointed  under 
authority  of  section  551  of  the  Eoreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951)  ; 

“  ( J)  by  any  employee  included  under  section 
2  of  the  Act  of  August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other  student  employees 
of  hospitals  of  the  Federal  Government;  5  U.  S.  C., 
sec.  1052)  ; 

“  (K)  in  the  employ  of  the  Tennessee  Valley 
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Authority  in  a  position  which  is  covered  by  a  retire¬ 
ment  system  established  such  Authority; 

“(L)  by  any  employee  serving  on  a  tempo¬ 
rary  basis  in  case  of  fire,  storm,  earthquake,  flood, 
or  other  emergency;  or 

“  (M)  by  any  employee  who  is  employed  under 
a  Federal  relief  program  to  relieve  him  from  un¬ 
employment  ; 

“(8)  (A)  Service  (other  than  service  included 

under  an  agreement  under  section  218  and  other  than 
service  to  which  subparagraph  (B)  of  this  paragraph 
is  applicable)  performed  in  the  employ  of  a  State,  or 
any  political  subdivision  thereof,  or  any  instrumentality 
of  any  one  or  more  of  the  foregoing  which  is  wholly 
owned  by  one  or  more  States  or  political  subdivisions; 

“(B)  Service  (other  than  service  included  under 
an  agreement  under  section  218)  performed  in  the  em¬ 
ploy  of  any  political  subdivision  of  a  State  in  connection 
with  the  operation  of  any  public  transportation  system 
unless  such  service  is  performed  by  an  employee  who — 
“  (i)  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system 
or  any  part  thereof;  and 
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“  (ii)  prior  to  such  acquisition  rendered  services 
in  employment  (as  an  employee  of  a  person  other 
than  one  designated  in  subparagraph  (A)  of  this 
paragraph)  in  connection  with  the  operation  of 
such  transportation  system  or  part  thereof. 

In  the  case  of  an  employee  described  in  clauses  (i)  and 
(ii)  who  became  such  an  employee  in  connection  with 
an  acquisition  made  prior  to  1950,  this  subparagraph 
shall  not  be  applicable  with  respect  to  such  employee 
if  the  political  subdivision  employing  him  files  with 
the  Commissioner  of  the  Internal  Revenue  prior  to 
January  1,  1950,  a  statement  that  it  does  not  favor 
the  inclusion  under  this  subparagraph  of  any  individual 
who  became  an  employee  in  connection  with  such  acqui¬ 
sitions  made  prior  to  1950.  For  the  purposes  of  this 
subparagraph  the  term  'political  subdivision’  includes 
an  instrumentality  of  one  or  more  political  subdivisions 
of  a  State; 

“(9)  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order 
in  the  exercise  of  duties  required  by  such  order; 

"(10)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  defined  in  sec¬ 
tion  1532  of  the  Internal  Revenue  Code; 
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1  “(ID  (A)  Service  performed  in  any  calendar 

2  quarter  in  the  employ  of  any  organization  exempt  from 

3  income  tax  under  section  101  of  the  Internal  Bevenue 

4  Code,  if  the  remuneration  for  such  service  is  less  than 

5  $100; 

6  "(B)  Service  performed  in  the  employ  of  a  school, 

7  college,  or  university  if  such  service  is  performed  by  a 

8  student  who  is  enrolled  and  is  regularly  attending  classes 

9  at  such  school,  college,  or  university; 

10  “  (12)  Service  performed  in  the  employ  of  a  foreign 

11  government  (including  service  as  a  consular  or  other 

12  officer  or  employee  or  a  nondiplomatic  representative)  ; 

13  “  ( 13 )  Service  performed  in  the  employ  of  an  instru- 

14  mentality  wholly  owned  by  a  foreign  government — 

15  “  (A)  If  the  service  is  of  a  character  similar  to 

16  that  performed  in  foreign  countries  by  employees  of 

17  the  United  States  Government  or  of  an  instrumen- 

18  tality  thereof;  and 

19  “(B)  If  the  Secretary  of  State  shall  certify  to 

20  the  Secretary  of  the  Treasury  that  the  foreign  gov- 

21  emment,  with  respect  to  whose  instrumentality  and 

22  employees  thereof  exemption  is  claimed,  grants  an 

23  equivalent  exemption  with  respect  to  similar  service 

24  performed  in  the  foreign  country  by  employees  of 
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the  United  States  Government  and  of  instrumentali¬ 
ties  thereof; 

“  (14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law; 

“(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in),  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity) ,  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  ; 

“(16)'  (A)  Service  performed  by  an  individual 
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under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution  j 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him  at 
a  fixed  price,  his  compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the  amount  at 
which  the  newspapers  or  magazines  are  charged  to  him, 
whether  or  not  he  is  guaranteed  a  minimum  amount  of 
compensation  for  such  service,  or  is  entitled  to  be 
credited  with  the  unsold  newspapers  or  magazines  turned 
back ; 

“(17)  Service  performed  in  the  employ  of  an  inter¬ 
national  organization  entitled  to  enjoy  privileges,  ex¬ 
emptions,  and  immunities  as  an  international  organiza¬ 
tion  under  the  International  Organizations  Immunities 
Act  (59  Stat.  669)  ;  or 

“(18)  Service  performed  by  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,  off  the  premises  of  such  person,  under  an  ar¬ 
rangement  whereby  such  individual  receives  his  entire 
remuneration  (other  than  prizes)  for  such  service 
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directly  from  the  purchasers  of  such  goods  or  commodi¬ 
ties,  if  such  person  makes  no  provision  (other  than  by 
correspondence)!  with  respect  to  the  training  of  such 
individual  for  the  performance  of  such  service  and 
imposes  no  requirement  upon  such  individual  with  re¬ 
spect  to  (A)  the  fitness  of  such  individual  to  perform 
such  service,  (B)  the  geographical  area  in  which  such 
service  is  to  be  performed,  (C)  the  volume  of  goods 
or  commodities  to  be  sold  or  distributed,  or  (D)  the 
selection  or  solicitation  of  customers. 

‘‘Included  and  Excluded  Service 
“(b)  If  the  services  performed  during  one-half  or  more 
of  any  pay  period  by  an  employee  for  the  person  employing 
him  constitute  employment,  all  the  services  of  such  employee 
for  such  period  shall  be  deemed  to  be  employment;  but  if 
the  services  performed  during  more  than  one-half  of  any  such 
pay  period  by  an  employee  for  the  person  employing  him  do 
not  constitute  employment,  then  none  of  the  services  of  such 
employee  for  such  period  shall  be  deemed  to  be  employment. 
As  used  in  this  subsection,  the  term  ‘pay  period’  means  a 
period  (of  not  more  than  thirty-one  consecutive  days)  for 
which  a  payment  of  remuneration  is  ordinarily  made  to  the 
employee  by  the  person  employing  him.  This  subsection 
shall  not  be  applicable  with  respect  to  services  performed  in 
a  pay  period  by  an  employee  for  the  person  employing  him, 
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where  any  of  such  service  is  excepted  by  paragraph  (10)  of 
subsection  (a) . 

“American  Vessel 

“(c)  The  term  ‘American  vessel’  means  any  vessel 
documented  or  numbered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which  is  neither  documented 
or  numbered  under  the  laws  of  the  United  States  nor 
documented  under  the  laws  of  any  foreign  country,  if  its 
crew  is  employed  solely  by  one  or  more  citizens  or  residents 
of  the  United  States  or  corporations  organized  under  the 
laws  of  the  United  States  or  of  any  State. 

“American  Aircraft 

“(d)  The  term  ‘American  aircraft’  means  an  aircraft 

i 

registered  under  the  laws  of  the  United  States. 

“American  Employer 

“(e)  The  term  ‘American  employer’  means  an  em¬ 
ployer  which  is  (1)  the  United  States  or  any  instrumental¬ 
ity  thereof,  (2)  a  State  or  any  political  subdivision  thereof, 
or  any  instrumentality  of  any  one  or  more  of  the  foregoing, 

(3)  an  individual  who  is  a  resident  of  the  United  States, 

(4)  a  partnership,  if  two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (5)  a  trust,  if  all  of  the 
trustees  are  residents  of  the  United  States,  or  (6)  a  corpora¬ 
tion  organized  under  the  laws  of  the  United  States  or  of  any 
State. 
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“Agricultural  Labor 

“  (f)  The  term  ‘agricultural  labor’  includes  all  service 
performed — 

“  ( 1 )  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and  wildlife. 

“  (2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“  (3)  In  connection  with  the  production  or  harvest¬ 
ing  of  any  commodity  defined  as  an  agricultural  com¬ 
modity  in  section  15  (g)  of  the  Agricultural  Marketing 
Act,  as  amended,  or  in  connection  with  the  ginning  of 
cotton. 

(4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging,  proc¬ 
essing,  freezing,  grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  transportation  to  market, 
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in  its  unmanufactured  state,  any  agricultural  or  Horti¬ 
cultural  commodity;  but  only  if  sucb  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to 
which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (A), 
but  only  if  such  operators  produced  all  of  the  commodity 
with  respect  to  which  such  service  is  performed.  For 
the  purposes  of  this  subparagraph,  any  unincorporated 
group  of  operators  shall  be  deemed  a  cooperative  organi¬ 
zation  if  the  number  of  operators  comprising  such  group 
is  more  than  twenty  at  any  time  during  the  calendar 
quarter  in  which  such  service  is  performed. 

“(C)  The  provisions  of  subparagraphs  (A)  and 
(B)  shall  not  be  deemed  to  be  applicable  with  respect  to 
service  performed  in  connection  with  commercial  can¬ 
ning  or  commercial  freezing  or  in  connection  with  any 
agricultural  or  horticultural  commodity  after  its  delivery 
to  a  terminal  market  for  distribution  for  consumption. 

“Farm 

“(g)  The  term  ‘farm’  includes  stock,  dairy,  poultry, 
fruit,  fur-bearing  animal,  and  truck  farms,  plantations, 
ranches,  nurseries,  ranges,  greenhouses  or  other  similar 
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structures  used  primarily  for  the  raising  of  agricultural  or 
horticultural  commodities,  and  orchards. 

“State 

“  (h)  The  term  ‘State’  includes  Alaska,  Hawaii,  the 
District  of  Columbia,  and  the  Virgin  Islands;  and  on  and 
after  the  effective  date  specified  in  section  221  such  term 
includes  Puerto  Eico. 

“United  States 

“  (i)  The  term  ‘United  States’  when  used  in  a  geo¬ 
graphical  sense  means  the  States,  Alaska,  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Virgin  Islands;  and  on  and  after 
the  effective  date  specified  in  section  221  such  term  includes 
Puerto  Eico. 

“Citizen  of  Puerto  Eico 

“(j)  An  individual  who  is  a  citizen  of  Puerto  Eico 
(but  not  otherwise  a  citizen  of  the  United  States)  and 
who  is  not  a  resident  of  the  United  States  shall  not  be 
considered,  for  the  purposes  of  this  section,  as  a  citizen 
of  the  United  States  prior  to  the  effective  date  specified 
in  section  221. 

“Employee 

“  (k)  The  term  ‘employee’  means — 

“(1)  any  officer  of  a  corporation;  or 

“(2)  any  individual  who,  under  the  usual  common 

law  rules  applicable  in  determining  the  employer- 
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employee  relationship,  has  the  status  of  an  employee. 
For  purposes  of  this  paragraph,  if  an  individual  (either 
alone  or  as  a  member  of  a  group)  performs  service  for 
any  other  person  under  a  written  contract  expressly 
reciting  that  such  person  shall  have  complete  control 
over  the  performance  of  such  service  and  that  such  in¬ 
dividual  is  an  employee,  such  individual  with  respect 
to  such  service  shall,  regardless  of  any  modification 
not  in  writing,  be  deemed  an  employee  of  such  person 
(or,  if  such  person  is  an  agent  or  employee  with  respect 
to  the  execution  of  such  contract,  the  employee  of  the 
principal  or  employer  of  such  person)  ;  or 

“  (3)  any  individual  (other  than  an  individual  who 
is  an  employee  under  paragraph  (1)  or  (2)  of  this 
subsection)  who  performs  services  for  remuneration 
for  any  person — 

“(A)  as  an  outside  salesman  in  the  manufac- , 
turing  or  wholesale  trade; 

“(B)  as  a  full-time  life  insurance  salesman; 

“(C)  as  a  driver-lessee  of  a  taxicab ; 

“(D)  as  a  home  worker  on  materials  or  goods 
which  are  furnished  by  the  person  for  whom  the 
services  are  performed  and  which  are  required  to  be 
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returned  to  such  person  or  to  a  person  designated 
by  him ; 

“(E)  as  a  contract-logger ; 

“(F)  as  a  lessee  or  licensee  of  space  within 
a  mine  when  substantially  all  of  the  product  of  such 
services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor ;  or 

“(G)  as  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  individual  (i) 
is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the 
services  with  respect  to  designated  or  regular  cus¬ 
tomers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
if  the  contract  of  service  contemplates  that  substantially 
all  of  such  services  (other  than  the  services  described 
in  subparagraph  (F)  )  are  to  be  performed  personally 
by  such  individual;  except  that  an  individual  shall  not 
be  included  in  the  term  ‘employee’  under  the  provi¬ 
sions  of  this  paragraph  if  such  individual  has  a  substan¬ 
tial  investment  (other  than  the  investment  b}^  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 
the  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  if  the 
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services  are  in  the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed;  or 

“  (4)  any  individual  who  is  not  an  employee 
under  paragraph  ( 1 ) ,  ( 2 ) ,  or  ( 3 )  of  this  subsection 
but  who,  in  the  performance  of  service  for  any  per¬ 
son  for  remuneration,  has,  with  respect  to  such  serv¬ 
ice,  the  status  of  an  employee,  as  determined  by  the 
combined  effect  of  (A)  control  over  the  individual, 
(B)  permanency  of  the  relationship,  (C)  regularity 
and  frequency  of  performance  of  the  service,  (D)  inte¬ 
gration  of  the  individual’s  work  in  the  business  to  which 
he  renders  service,  (E)  lack  of  skill  required  of  the 
individual,  (E)  lack  of  investment  by  the  individual  in 
facilities  for  work,  and  (G)  lack  of  opportunities  of  the 
individual  for  profit  or  loss. 

“self-employment 

“Sec.  211.  Eor  the  purposes  of  this  title — 

“Net  Earnings  from  Self-Employment 
“(a)  The  term  ‘net  earnings  from  self-employment’ 
means  the  gross  income,  as  computed  under  chapter  1 
of  the  Internal  Revenue  Code,  derived  by  an  indi¬ 
vidual  from  any  trade  or  business  carried  on  by  such  indi¬ 
vidual,  less  the  deductions  allowed  under  such  chapter  which 
are  attributable  to  such  trade  or  business,  plus  his  distributive 
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share  (whether  or  not  distributed)  of  the  net  income  or  loss, 
as  computed  under  such  chapter,  from  any  trade  or  busi¬ 
ness  carried  on  by  a  partnership  of  which  he  is  a  member; 
except  that  in  computing  such  gross  income  and  deductions 
and  such  distributive  share  of  partnership  net  income  or 
loss — 

“  ( 1 )  There  shall  be  excluded  rentals  from  real 
estate  (including  personal  property  leased  with  the  real 
estate)  and  deductions  attributable  thereto,  unless  such 
rentals  are  received  in  the  course  of  a  trade  or  business 
as  a  real  estate  dealer; 

“(2)  There  shall  be  excluded  income  derived  from 
any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  employees,  the  major 
portion  of  the  services  would  constitute  agricultural 
labor  as  defined  in  section  210  (f)  ;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture,  note, 
or  certificate,  or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered  form  by  any 
corporation  (including  one  issued  by  a  government  or 
political  subdivision  thereof)  unless  such  dividends 
and  interest  are  received  in  the  course  of  a  trade  or  busi¬ 
ness  as  a  dealer  in  stocks  or  securities ; 
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“(4)  There  shall  he  excluded  any  gain  or  loss 
(A)  which  is  considered  under  chapter  1  of  the  Internal 
Revenue  Code  as  gain  or  loss  from  the  sale  or  exchange 
of  a  capital  asset,  (B)  from  the  cutting  or  disposal  of 
timber  if  section  117  (j)  of  such  code  is  applicable 
to  such  gain  or  loss,  or  (C)  from  the  sale,  exchange, 
involuntary  conversion,  or  other  disposition  of  property 
if  such  property  is  neither  (i)  stock  in  trade  or  other 
property  of  a  kind  which  would  properly  be  includible 
in  inventory  if  on  hand  at  the  close  of  the  taxable  year, 
nor  (ii)  property  held  primarily  for  sale  to  customers  in 
the  ordinary  course  of  the  trade  or  business; 

“(5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s)  of  such  code  shall  not  be  allowed; 

“(6)  (A)  If  any  of  the  income  derived  from  a 
trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership)  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the  gross 
income  and  deductions  of  the  wife ; 
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“  (B)  If  any  portion  of  a  partner’s  distributive  share 
of  the  net  income  or  loss  from  a  trade  or  business  carried 
on  by  a  partnership  is  community  income  or  loss  under 
the  community  property  laws  applicable  to  such  share,  all 
of  such  distributive  share  shall  be  included  in  computing 
the  net  earnings  from  self-employment  of  such  partner, 
and  no  part  of  such  share  shall  be  taken  into  account 
in  computing  the  net  earnings  from  self-employment  of 
the  spouse  of  such  partner; 

“(7)  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  221, 
(A)  the  term  ‘possession  of  the  United  States’  as  used 
in  section  251  of  the  Internal  Revenue  Code  shall  not 
include  Puerto  Rico,  and  (B)  a  citizen  or  resident  of 
Puerto  Eico  shall  compute  his  net  earnings  from  self- 
employment  in  the  same  manner  as  a  citizen  of  the 
United  States  and  without  regard  to  the  provisions  of 
section  252  of  such  code ; 

“  ( 8 )  There  shall  be  excluded  income  derived  from 
a  trade  or  business  of  publishing  a  newspaper  or  other 
publication  having  a  paid  circulation,  together  with  the 
income  derived  from  other  activities  conducted  in  con¬ 
nection  with  such  trade  or  business;  and  there  shall  be 
excluded  all  deductions  attributable  to  such  income. 

If  the  taxable  year  of  a  partner  is  different  from  that  of  the 
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partnership,  the  distributive  share  which  he  is  required  to 
include  in  computing  his  net  earnings  from  self-employment 
shall  be  based  upon  the  net  income  or  loss  of  the  partnership 
for  any  taxable  year  of  the  partnership  (even  though  begin¬ 
ning  prior  to  1950)  ending  within  or  with  his  taxable  year. 

“Self-Employment  Income 

“(h)  The  term  ‘self-employment  income’  means  the  net 
earnings  from  self-employment  derived  by  an  individual 
(other  than  a  nonresident  alien  individual)  during  any 
taxable  year  beginning  after  1949;  except  that  such  term 
shall  not  include — 

“(1)  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,800,  minus 
(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  221,  an  individual  who  is 
a  citizen  of  Puerto  Rico  (but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  during  such  taxable  year  shall  be  considered,  for  the 
purposes  of  this  subsection,  as  a  nonresident  alien  individual. 
An  individual  who  is  not  a  citizen  of  the  United  States  but 
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who  is  a  resident  of  the  Virgin  Islands  or  (after  the  effective 
date  specified  in  section  221)  a  resident  of  Puerto  Pico 
shall  not,  for  the  purposes  of  this  subsection,  be  considered 
to  he  a  nonresident  alien  individual. 

“Trade  or  Business 

“  (c)  The  term  ‘trade  or  business’,  when  used  with 
reference  to  self-employment  income  or  net  earnings  from 
self-employment,  shall  have  the  same  meaning  as  when 
used  in  section  23  of  the  Internal  Revenue  Code,  except 
that  such  term  shall  not  include — 

“(1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  (other  than  service  described  in  sec¬ 
tion  210  (a)  (16)  (B)  or  section  210  (a)  (18) 

performed  by  an  individual  who  has  attained  the  age  of 
eighteen)  ; 

“(3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532  of  the  Internal  Revenue  Code; 

“(4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by 
such  order;  or 
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“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome¬ 
trist,  or  as  a  Christian  Science  practitioner,  or  as  an 
aeronautical,  chemical,  civil,  electrical,  mechanical, 
metallurgical,  or  mining  engineer;  or  the  performance 
of  such  service  by  a  partnership. 

“Partnership  and  Partner 

“(d)  The  term  ‘partnership’  and  the  term  ‘partner’ 
shall  have  the  same  meaning  as  when  used  in  supplement 
E  of  chapter  1  of  the  Internal  Eevenue  Code. 

“Taxable  Year 

“(e)  The  term  ‘taxable  year’  shall  have  the  same 
meaning  as  when  used  in  chapter  1  of  the  Internal  Eevenue 
Code;  and  the  taxable  year  of  any  individual  shall  be  a 
calendar  year  unless  he  has  a  different  taxable  year  for  the 
purposes  of  chapter  1  of  such  code,  in  which  case  his  taxable 
year  for  the  purposes  of  this  title  shall  be  the  same  as  his 
taxable  year  under  such  chapter  1. 

“crediting  of  self-employment  income  to  calendar 

YEARS 

“Sec.  212.  Eor  the  purposes  of  determining  the  average 
monthly  wage,  quarters  of  coverage,  and  years  of  coverage, 
the  amount  of  self-employment  income  derived  during  any 
taxable  year  shall  be  credited  to  calendar  years  as  follows: 
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“(1)  In  the  case  of  a  taxable  year  which  is  a 
calendar  year,  or  which  begins  and  ends  in  the  same 
calendar  year,  the  self-employment  income  of  such  tax¬ 
able  year  shall  be  credited  to  such  calendar  year. 

“(2)  In  the  case  of  a  taxable  year  which  begins 
in  one  calendar  year  and  ends  in  another  calendar 
year,  the  calendar  year  in  which  such  taxable  year 
began  shall  be  credited  with  the  same  proportion  of 
the  self-employment  income  derived  during  the  taxable 
year  as  the  number  of  months  in  such  calendar  year 
which  are  included  in  such  taxable  year  is  of  the  num¬ 
ber  of  months  in  the  taxable  year,  and  the  balance  of 
such  self-employment  income  shall  be  credited  to  the 
calendar  year  in  which  such  taxable  year  ended.  For 
the  purposes  of  this  paragraph  a  fractional  part  of  a 
month  shall  be  considered  as  a  month. 

“quarter  and  quarter  of  coverage 
“Definitions 

“Sec.  213.  (a)  For  the  purposes  of  this  title — 

“  ( 1 )  The  term  ‘quarter’,  and  the  term  ‘calendar  quar¬ 
ter’,  means  a  period  of  three  calendar  months  ending  on 
March  31,  June  30,  September  30,  or  December  31. 

“  (2)  (A)  The  term  ‘quarter  of  coverage’  means,  in  the 
case  of  any  quarter  occurring  piior  to  1950,  a  quarter  in 
which  the  individual  has  been  paid  $50  or  more  in  wages.  In 
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the  case  of  any  individual  who  has  been  paid,  in  a  calendar 
year  prior  to  1950,  $3,000  or  more  in  wages  each  quarter 
of  such  year  following  his  first  quarter  of  coverage  shall  be 
deemed  a  quarter  of  coverage,  excepting  any  quarter  in  such 
year  in  which  such  individual  died  or  became  entitled  to  a 
primary  insurance  benefit  and  any  quarter  succeeding  such 
quarter  in  which  he  died  or  became  so  entitled. 

“  (B)  The  term  ‘quarter  of  coverage’  means,  in  the  case 
of  a  quarter  occurring  after  1949,  a  quarter  in  which  the 
individual  has  been  paid  $100  or  more  in  wages  or  for  which 
he  has  been  credited  (as  determined  under  subsection  (b)  ) 
with  $200  or  more  of  self-employment  income,  except 
that — 

“(i)  no  quarter  after  the  quarter  in  which  such 
individual  died  shall  he  a  quarter  of  coverage ; 

“(ii)  no  quarter  any  part  of  which  is  included  in 
a  period  of  disability  (as  defined  in  section  219  (i)  ), 
other  than  the  initial  or  last  quarter,  shall  be  a  quarter 
of  coverage; 

“  (iii)  if  the  sum  of  the  wages  paid  to  an  individual 
in  a  calendar  year  and  his  self-employment  income 
credited  to  such  year  (as  determined  under  section  212) 
is  equal  to  or  exceeds  $3,600,  each  quarter  of  such  year 
shall  (subject  to  clauses  (i)  and  (ii)  )  be  a  quarter  of 
coverage;  and 
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“  (iv)  no  quarter  shall  be  counted  as  a  quarter  of 
coverage  prior  to  the  beginning  of  such  quarter. 

“Crediting  of  Self-Employment  Income  to  Quarters  in  a 

Calendar  Year 

“(b)  Eor  the  purposes  of  subsection  (a)  — 

“  ( 1 )  If  an  individual’s  self-employment  income 
credited  to  a  calendar  year  (as  determined  under  sec¬ 
tion  212)  is  $800  or  more,  one-fourth  of  such  self- 
employment  income  shall  be  credited  to  each  quarter 
in  such  year.’ 

“(2)  Except  as  provided  in  paragraph  (3)  ,  if  an 
individual’s  self-employment  income  credited  to  the 
calendar  j^ear  is  less  than  $800,  the  first  $200  thereof 
shall  be  credited  to  the  last  quarter  of  such  year  which 
is  not  a  quarter  of  coverage  by  reason  of  wages  paid  to 
him  in  such  year,  and  the  balance  of  such  self-employ¬ 
ment  income,  if  any,  shall  be  credited  at  the  rate  of 
$200  to  each  preceding  quarter  in  the  calendar  year 
which  is  not  a  quarter  of  coverage  by  reason  of  wages 
so  paid  until  all  of  such  balance  has  been  credited. 
If  the  individual  died  during  such  year,  the  quarter  in 
which  he  died  shall  be  considered  to  be  the  last  quarter 
in  such  calendar  year. 

“(3)  If  an  individual’s  self-employment  income 
credited  to  the  calendar  year  is  less  than  $800  and  (A) 
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suck  individual  attained  retirement  age  in  or  prior  to 
such  calendar  year,  or  (B)  such  individual’s  disability 
determination  date  (as  determined  under  section 
219  (c)  )  occurs  in  such  calendar  year,  the  first 

$200  of  such  self-employment  income  shall  be 
credited  to  the  first  quarter  of  such  year  which  is 
not  a  quarter  of  coverage  by  reason  of  wrages 
paid  to  him  in  such  year,  and  the  balance  thereof, 
if  any,  shall  be  credited  at  the  rate  of  $200  to  each 
succeeding  quarter  in  the  calendar  year  which  is  not  a 
quarter  of  coverage  by  reason  of  wages  so  paid  until 
all  of  such  balance  has  been  credited. 

“Crediting  of  Wages  Paid  in  1937 
“(c)  With  respect  to  wages  paid  to  an  individual  in 
the  six-month  periods  commencing  either  January  1,  1937, 
or  July  1,  1937;  (A)  if  wages  of  not  less  than  $100  were 
paid  in  any  such  period,  one-half  of  the  total  amount  thereof 
shall  be  deemed  to  have  been  paid  in  each  of  the  calendar 
quarters  in  such  period;  and  (B)  if  wages  of  less  than  $100 
were  paid  in  any  such  period,  the  total  amount  thereof  shall 
be  deemed  to  have  been  paid  in  the  latter  quarter  of  such 
period,  except  that  if  in  any  such  period,  the  individual 
attained  age  sixty-five,  all  of  the  wages  paid  in  such  period 
shall  be  deemed  to  have  been  paid  before  such  age  w7as 
attained. 


1 

2 

8 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


62 


“insured  status  for  purposes  of  old-age  and 

SURVIVORS  INSURANCE  BENEFITS 
“Sec.  214.  For  the  purposes  of  this  title — 

“Fully  Insured  Individual 

“  (a)  (1)  The  term  ‘fully  insured  individual’  means  any 
individual  who  had  not  less  than — 

“(A)  one  quarter  of  coverage  (as  determined 
under  section  213  (a)  (2)  )  for  each  two  of  the 

quarters  elapsing  after  1936,  or  after  the  quarter  in 
which  he  attained  the  age  of  twenty-one,  whichever 
quarter  is  later,  and  up  to  but  excluding  the  quarter  in 
which  he  attained  retirement  age,  or  died,  whichever 
first  occurred,  and  in  no  case  less  than  six  quarters  of 
coverage;  or 

“(B)  twenty  quarters  of  coverage  within  the  forty- 
quarter  period  ending  with  the  quarter  in  which  he 
attained  retirement  age  or  with  any  subsequent  quarter 
or  ending  with  the  quarter  in  which  he  died;  or 
“(C)  forty  quarters  of  coverage; 
not  counting  as  an  elapsed  quarter  for  purposes  of  sub- 
paragraph  (A) ,  and  not  counting  as  part  of  the  forty-quarter 
period  referred  to  in  subparagraph  (B) ,  any  quarter  any 
part  of  which  is  included  in  a  period  of  disability  (as  defined 
in  section  219  (i)  )  unless  such  quarter  is  a  quarter  of 
coverage.  |When  the  number  of  elapsed  quarters  specified 
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in  subparagraph  (A)  is  an  odd  number,  for  the  purposes  of 
such  subparagraph  such  number  shall  be  reduced  by  one. 

“(2)  If  an  individual  upon  attainment  of  retirement 
age  is  not,  under  paragraph  ( 1 ) ,  a  fully  insured  individual 
but  (were  it  not  for  his  attainment  of  retirement  age) 
would  have  been  entitled  to  a  disability  insurance  benefit 
for  the  month  in  which  he  attained  retirement  age  or  for 
any  subsequent  month,  he  shall  be  a  fully  insured  individual 
beginning  with  the  first  month  for  which  he  would  have 
been  so  entitled  to  disability  insurance  benefits.  For  the 
purpose  of  determining  whether  an  individual  would  have 
been  so  entitled  to  disability  insurance  benefits,  his  applica¬ 
tion  for  old-age  insurance  benefits  shall  be  considered 
as  an  application  for  disability  insurance  benefits. 

“Currently  Insured  Individual 
“(b)  The  term  ‘currently  insured  individual’  means 
any  individual  who  had  not  less  than  six  quarters  of  coverage 
during  the  thirteen-quarter  period  ending  with  the  quarter  in 
which  he  died,  excluding  from  such  period  any  quarter  any 
part  of  wliich  is  included  in  a  period  of  disability  unless  such 
quarter  is  a  quarter  of  coverage. 

“computation  of  primary  insurance  amount  and 

DISABILITY  INSURANCE  BENEFIT 

“Sec.  215.  For  the  purposes  of  this  title — 
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“Primary  Insurance  Amount  and  Disability  Insurance 

Benefit 

“  (a)  An  individual’s  ‘primary  insurance  amount’,  and 
an  individual’s  ‘disability  insurance  benefit’,  means  an  amount 
equal  to  the  sum  of  the  following: 

“(i)  bis  base  amount  multiplied  by  bis  continu¬ 
ation  factor,  and 

“(2)  one-balf  of  1  per  centum  of  bis  base  amount 
multiplied  by  tbe  number  of  bis  years  of  coverage. 

When  tbe  primary  insurance  amount  or  disability  insurance 
benefit  thus  computed  is  less  than  $25,  it  shall  be  increased 
to  $25.  (For  special  rules  appficable,  in  certain  cases,  for 
tbe  computation  of  tbe  primary  insurance  amount  of  an 
individual  wbo  died  prior  to  1950  or  wbo  was  paid  a  primary 
insurance  benefit  prior  to  1950,  see  section  111  of  tbe  Social 
Security  Act  Amendments  of  1949.) 

“Base  Amount 

“(b)  An  individual’s  ‘base  amount’  means  an  amount 
equal  to  50  per  centum  of  tbe  first  $100  of  bis  average 
monthly  wage  plus  10  per  centum  of  tbe  next  $200  of  such 
wage. 

“Average  Monthly  Wage 

“(C)  (1)  An  individual’s  ‘average  monthly  wage’ 
means  the  quotient  obtained  by  dividing  (A)  tbe  total  of 
bis  wages  and  self-employment  income  during  all  bis  years 
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of  coverage  after  his  starting  date,  by  (B)  the  product  of 
twelve  times  the  number  of  his  years  of  coverage  after  such 
starting  date;  except  that  if  in  any  case  the  product  deter¬ 
mined  under  clause  (B)  is  less  than  sixty  it  shall  be 
increased  to  sixty.  For  the  purposes  of  this  paragraph  an 
individual’s  ‘starting  date’  shall  be  1936,  1949,  or  the  year 
in  which  he  attains  the  age  of  twenty-one,  whichever  results 
in  the  highest  average  monthly  wage. 

“  ( 2 )  If  an  individual’s  average  monthly  wage  com¬ 
puted  under  paragraph  (1)  is  less  than  $50,  his  average 
monthly  wage  shall  be  increased  to  $50. 

“  (3)  For  the  purposes  of  this  subsection — 

“  (A)  in  computing  an  individual’s  average  monthly 
wage  there  shall  not  be  counted,  in  the  case  of  any 
calendar  year  after  1949,  the  excess  over  $3,600  of 
(i)  the  wages  paid  to  him  in  such  year,  plus  (ii)  the 
self-employment  income  credited  to  such  year  (as 
determined  under  section  212)  ; 

“(B)  if  the  total  of  an  individual’s  wages  and  self- 
employment  income  for  any  calendar  year  is  not  a 
multiple  of  $1,  such  total  shall  be  reduced  to  the  next 
lower  multiple  of  $1;  and 

“  (0)  if  an  individual’s  average  monthly  wage  com¬ 
puted  under  paragraph  (1)  of  this  subsection  is  not 
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a  multiple  of  $1,  it  shall  be  reduced  to  the  next  lower 

multiple  of  $1. 

“Continuation  Factor 

“(d)  In  the  case  of  any  individual  who  dies  or  attains 
retirement  age  before  1956  or  dies  before  the  year  in  which 
he  attains  the  age  of  twenty-eight,  the  continuation  factor 
shall  he  one.  In  all  cases,  the  continuation  factor  of  an 
individual  shall  be  the  quotient  obtained  by  dividing  (1) 
the  number  of  his  years  of  coverage  after  his  starting  date, 
or  the  number  5,  whichever  is  the  greater,  by  (2)  the 
number  of  his  continuation  factor  years;  except  that  if  such 
quotient  is  greater  than  one  it  shall  be  reduced  to  one.  For 
the  purposes  of  this  subsection,  an  individual’s  starting  date 
shall  be  1936  or  1949,  whichever  results  in  the  higher  con¬ 
tinuation  factor.  His  continuation  factor  years  shall  be  the 
calendar  years  elapsing  after  his  starting  date  (or  after  the 
year  in  which  he  attained  the  age  of  twenty-one,  if  later) 
and  prior  to  the  year  in  which  he  attained  retirement  age, 
or  died,  whichever  first  occurred,  or,  if  the  computation 
under  this  subsection  is  being  made  for  an  individual  who  is 
entitled  to  disability  insurance  benefits  with  respect  to  a 
disability,  prior  to  the  year  in  which  occurs  his  disability 
determination  date  (as  determined  under  section  219  (c)  ) 
for  such  disability;  but  no  such  calendar  year,  any  part  of 
which  was  included  in  a  period  of  disability  (as  defined  in 
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section  219)  (i),  shall  be  a  continuation  factor  year  unless 
such  calendar  year  was  a  year  of  coverage. 

“Year  of  Coverage 

“(e)  A  ‘year  of  coverage’  for  any  individual  means — 
“  ( 1 )  in  the  case  of  any  calendar  year  prior  to  1950, 
a  year  in  which  the  sum  of  the  wages  paid  to  him  in  such 
year  was  $200  or  more ;  and 

“(2)  in  the  case  of  any  calendar  year  after  1949, 
a  year  in  which  the  sum  of  (A)  the  wages  paid  to  him 
in  such  year  and  (B)  his  self-employment  income  cred¬ 
ited  to  such  year  (as  determined  under  section  212) 
was  $400  or  more. 

“Treatment  of  Wages  and  Self-employment  Income  in  Year 

of  Computation 

“(f)  For  the  purposes  of  this  section  (other  than  sub¬ 
section  (g)  )  — 

“  ( 1 )  in  computing  an  individual’s  average  monthly 
wage  and  his  years  of  coverage  with  respect  to  an  appli¬ 
cation  for  old-age  or  disability  insurance  benefits,  there 
shall  be  taken  into  account  only  the  self-employment 
income  of  such  individual  for  taxable  years  ending  prior 
to  the  date  on  which  he  filed  such  application,  and  there 
shall  be  counted  only  the  wages  paid  to  him  prior  to 
the  quarter  in  which  he  filed  such  application.  For  the 
purposes  of  this  paragraph  an  individual  who  was  eii- 
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titled  to  disability  insurance  benefits  for  the  month  pre¬ 
ceding  the  month  in  which  he  attained  retirement  age 
shall  be  deemed  to  have  filed  an  application  for  old-age 
insurance  benefits  on  the  date  he  attained  retirement 
age;  and 

“  (2)  in  computing  the  average  monthly  wage  and 
the  years  of  coverage  of  an  individual  who  died,  there 
shall  not  be  counted  wages  (other  than  compensation 
described  in  section  205  (p)  )  paid  in  or  after  the  quarter 
in  which  he  died. 

“Recomputation  of  Benefits 

“(g)  (1)  After  an  individual’s  primary  insurance 
amount  has  been  determined  under  this  section  (or  under 
section  111  of  the  Social  Security  Act  Amendments  of 
1949,  if  applicable),  there  shall  be  no  recomputation  of 
such  individual’s  primary  insurance  amount  except  as  pro¬ 
vided  in  this  subsection  or,  in  the  case  of  a  World  War  II 
veteran  who  dies  after  1949  and  prior  to  July  27,  1954, 
as  provided  in  section  217  (b) .  An  individual’s  disability 
insurance  benefit  shall  not  be  recomputed  except  as  provided 
in  paragraph  (3)  of  this  subsection. 

“(2)  Upon  application  by  an  individual  entitled  to 
old-age  insurance  benefits,  the  Administrator  shall  recom¬ 
pute  his  primary  insurance  amount  if  the  application  therefor 
is  filed  after  the  twelfth  month  for  which  deductions  under 
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section  203  (b)  (1)  and  (2)  have  been  imposed  '(within 
a  period  of  thirty-six  months)  with  respect  to  such  benefit, 
not  taking  into  account  any  month  prior  to  1950  or  prior 
to  the  earliest  month  for  which  the  last  previous  compu¬ 
tation  of  his  primary  insurance  amount  was  effective.  A 
recomputation  under  this  paragraph  shall  take  into  account 
only  (A)  wages  paid  to  such  individual  prior  to  the  year 
in  which  such  application  is  filed  and  (B)  his  self-employ¬ 
ment  income  for  taxable  years  ending  prior  to  the  date  of 
such  application.  Such  recomputation  shall  be  effective 
for  and  after  the  month  in  which  such  application  is  filed. 

“(3)  If  upon  application  by  an  individual  for  old-age 
or  disability  insurance  benefits  such  individual  had  less  than 
five  years  of  coverage,  the  Administrator  shall  recompute 
his  primary  insurance  amount  or  his  disability  insurance 
benefit,  as  the  case  may  be,  by  taking  into  account  only 
(A)  the  wages  and  self-employment  income  which  were 
included  in  the  original  computation  of  his  average  monthly 
wage  and  (B)  his  self-employment  income  for  the  taxable 
year  in  which  he  filed  application  for  the  old-age  or  dis¬ 
ability  insurance  benefits.  Such  recomputation  shall  be 
effective  for  and  after  the  first  month  following  the  close  of 
such  taxable  year. 

“  (4)  Upon  the  death  after  1949  of  an  Individual  en¬ 
titled  to  old-age  Insurance  benefits,  If  any  person  is  entitled 
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1  to  monthly  benefits,  or  to  a  lump-sum  death  payment,  on 

2  the  basis  of  the  wages  or  self-employment  income  of  such 

3  individual,  the  Administrator  shall  recompute  the  decedent’s 

4  primary  insurance  amount,  but  (except  as  provided  in  para- 

5  graph  (3)  )  only  if — 

6  “(A)  the  decedent  would  have  been  entitled  to  a 

7  recomputation  under  paragraph  (2)  if  he  had  filed 

8  application  therefor  in  the  month  in  which  he  died;  or 

0  “(B)  the  decedent  during  his  lifetime  was  paid 

10  compensation  which  is  treated,  under  section  205  (p), 

11  as  remuneration  for  emplojunent. 

12  If  the  recomputation  is  required  by  subparagraph  (A),  the 
18  recomputation  shall  take  into  account  only  the  following: 

14  The  self-employment  income  of  the  decedent  for  all  taxable 

15  years  other  than  his  last  taxable  year,  the  wages  (other  than 

16  compensation  described  in  section  205  (p)  )  paid  to  him 
II  prior  to  the  year  in  which  he  died,  and  the  compensation 

18  (described  in  section  205  (p)  )  paid  to  him  prior  to  his 

19  death.  If  the  recomputation  is  not  permitted  under  sub- 

20  paragraph  (A)  but  is  required  by  subparagraph  (B),  the 

21  recomputation  shall  take  into  account  only  the  following: 

22  The  wages  and  self-employment  income  which  were  per- 
28  mitted  to  be  taken  into  account  in  the  last  previous  computa- 

24  tion  of  the  primary  insurance  amount  of  such  individual 

25  [(including  any  recomputation  required  by  paragraph  (3)), 
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and  the  compensation  (described  in  section  205  (p)  )  paid 
to  him  prior  to  his  death. 

“(5)  Any  recomputation  under  this  subsection  shall 
be  effective  only  if  such  recomputation  results  in  a  higher 
primary  insurance  amount  or  disability  insurance  benefit. 
No  such  recomputation  shall,  for  the  purposes  of  section 
203  (a) ,  lower  the  average  monthly  wage. 

“Rounding  of  Benefits 

“(h)  The  amount  of  any  primary  insurance  amount 
and  of  any  disability  insurance  benefit  and  the  amount  of 
any  monthly  benefit  computed  under  section  202  which, 
after  reduction  under  section  203  (a)  or  section  219  (e), 
is  not  a  multiple  of  $0.10  shall  be  raised  to  the  next  higher 
multiple  of  $0.10. 

“other  definitions 

“Seo.  216.  For  the  purposes  of  this  title — 

“Retirement  Age 

“(a)  The  term  ‘retirement  age’  means  age  sixty-five. 

“Wife 

“(b)  The  term  ‘wife’  means  the  wife  of  an  individual, 
but  only  if  she  ( 1 )  is  the  mother  of  his  son  or  daughter,  or 
(2)  was  married  to  him  for  a  period  of  not  less  than  three 
years  immediately  preceding  the  day  on  whioh  her  applica¬ 
tion  is  filed. 
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“Widow 

“(c)  The  term  'widow’  j(  except  when  used  in  section 
202  (g)  )  means  the  surviving  wife  of  an  individual,  but  only 
if  she  ( 1 )  is  the  mother  of  his  son  or  daughter,  ( 2 )  legally 
adopted  his  son  or  daughter  while  she  was  married  to  him 
and  while  such  son  or  daughter  was  under  the  age  of  eight¬ 
een,  ( 3 )  was  married  to  him  at  the  time  both  of  them  legally 
adopted  a  child  under  the  age  of  eighteen,  or  (4)  was  mar¬ 
ried  to  him  for  a  period  of  not  less  than  one  year  immedi¬ 
ately  prior  to  the  day  on  winch  he  died. 

*  “Former  Wife  Divorced 

1  JE-i 

1%. 

“(d)  The  term  ‘former  wife  divorced’  means  a  woman 
divorced  from  an  individual,  but  only  if  she  (1)  is  the 
mother  of  his  son  or  daughter,  (2)  legally  adopted  his  son  or 
daughter  while  she  was  married  to  him  and  while  such  son 
or  daughter  was  under  the  age  of  eighteen,  or  (3)  was 
married  to  him  at  the  time  both  of  them  legally  adopted  a 
child  under  the  age  of  eighteen. 

“Child 

“(e)  The  term  ‘child’  means  (1)  the  child  of  an  in¬ 
dividual,  and  (2)  in  the  case  of  a  living  individual,  a  step¬ 
child  or  adopted  child  who  has  been  such  stepchild  or 
adopted  child  for  not  less  than  three  years  immediately 
preceding  the  day  on  which  application  for  child’s  benefits  is 
filed,  and  (3)  in  the  case  of  a  deceased  individual,  (A)  an 
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adopted  child,  or  (B)  a  stepchild  who  has  been  such  stepchild 
for  not  less  than  one  year  immediately  preceding  the  day 
on  which  such  individual  died.  In  determining  whether  an 
adopted  child  has  met  the  length  of  time  requirement  in 
clause  ( 2 ) ,  time  spent  in  the  relationship  of  stepchild  shall 
be  counted  as  time  spent  in  the  relationship  of  adopted  child. 

“Determination  of  Family  Status 
“(f)  (1)  In  determining  whether  an  applicant  is  the 
wife,  widow,  child,  or  parent  of  a  fully  insured  or  currently 
insured  individual  for  purposes  of  this  title,  the  Administrator 
shall  apply  such  law  as  would  be  applied  in  determining  the 
devolution  of  intestate  personal  property  by  the  courts  of  the 
State  in  which  such  insured  individual  is  domiciled  at  the  time 
such  applicant  files  application,  or,  if  such  insured  individual 
is  dead,  by  the  courts  of  the  State  in  which  he  wras  domiciled 
at  the  time  of  his  death,  or  if  such  insured  individual  is  or  was 
not  so  domiciled  in  any  State,  b}^  the  courts  of  the  District  of 
Columbia.  Applicants  wdio  according  to  such  law  would  have 
the  same  status  relative  to  taking  intestate  personal  property 
as  a  wife,  widow,  child,  or  parent  shall  be  deemed  such. 

“  ( 2 )  A  -wife  shall  be  deemed  to  be  living  with  her  hus¬ 
band  if  they  are  both  members  of  the  same  household,  or  she 
is  receiving  regular  contributions  from  him  toward  her  sup¬ 
port,  or  he  has  been  ordered  by  any  court  to  contribute  to  her 
support  ;  and  a  widow  shall  be  deemed  to  have  been  living 
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with  her  husband  at  the  time  of  his  death  if  they  were  both 
members  of  the  same  household  on  the  date  of  his  death,  or 
she  was  receiving  regular  contributions  from  him  toward  her 
support  on  such  date,  or  he  had  been  ordered  b}^  any  court  to 
contribute  to  her  support.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  January  1,  1950,  except  that — 

(1)  Section  214  of  the  Social  Security  Act  shall 
be  applicable  (A)  in  the  case  of  applications  filed 
after  September  1949  for  monthly  benefits  for  months 
after  1949,  and  (B)  in  the  case  of  applications  for  lump¬ 
sum  death  payments  with  respect  to  deaths  after  1949. 

(2)  Section  216  of  the  Social  Security  Act  shall 
be  applicable  in  the  case  of  applications  filed  after 
September  1949  for  monthly  benefits  for  months  after 
1949. 

(3)  If  the  provisions  of  section  111  of  this  Act 
are  applicable  in  computing  any  benefits  for  months  after 
1949,  section  215  of  the  Social  Security  Act  shall  not 
be  applicable  with  respect  to  such  benefits  unless  and 
until  such  benefits  are  recomputed  under  subsection 
.(g)  of  such  section  215. 

WOELD  WAE  n  VETERANS 

Sec.  105.  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  210  and  by  adding  after 
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section  216  (added  by  section  104  (a)  of  this  Act)  the 
following  i 

“BENEFITS  IN  CASE  OF  WORLD  WAR  II  VETERANS 
“Sec.  217.  (a)  For  purposes  of  determining  entitle¬ 
ment  to  and  the  amount  of  any  monthfy  benefit  for  any 
month  after  1949,  or  entitlement  to  and  the  amount  of  any 
lump-sum  death  payment  in  case  of  a  death  after  1949, 
payable  under  this  title  on  the  basis  of  the  wages  or  self- 
employment  income  of  any  World  War  II  veteran,  such 
veteran  shall  be  deemed  to  have  been  paid  wages  (in  addi¬ 
tion  to  the  wages,  if  any,  actually  paid  to  him)  of  $160  in 
each  month  during  any  part  of  which  he  served  in  the  active 
military  or  naval  service  of  the  United  States  during  World 
War  II.  This  subsection  shall  not  be  applicable  in  the  case 
of  any  monthly  benefit  or  lump-sum  death  payment  if  a 
larger  benefit  or  payment,  as  the  case  may  be,  would  be 
payable  without  its  application. 

“(b)  (1)  In  the  case  of  any  World  War  II  veteran 
who  dies  during  the  period  of  three  years  immediately  fol¬ 
lowing  his  separation  from  the  active  military  or  naval 
service  of  the  United  States  and  who  (i)  died  prior  to  1950 
and  on  the  basis  of  whose  wages  no  monthly  benefit  for  any 
month  prior  to  1952  was  paid  and  no  lump-sum  death 
payment  was  made,  or  (ii)  died  after  1949,  such  veteran 
shall  be  deemed  to  have  died  a  fully  insured  individual  with 
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an  average  monthly  wage  of  $160  and,  for  the  purposes  of 
section  215  (a)  (2) ,  to  have  been  paid  $400  in  wages  in 
each  calendar  year  in  which  he  had  thirty  days  or  more  of 
active  military  or  naval  service  after  September  16,  1940, 
and  prior  to  July  27,  1951.  This  subsection  shall  not  be 
applicable  in  the  case  of  any  monthly  benefit  or  lump-sum 
death  payment  if — 

“  (A)  a  larger  such  benefit  or  payment,  as  the  case 
may  be,  would  be  payable  without  its  application; 

“(B)  any  pension  or  compensation  is  determined 
by  the  Veterans’  Administration  to  be  payable  by  it  on 
the  basis  of  the  death  of  such  veteran; 

“  (C)  the  death  of  the  veteran  occurred  while  he 
was  in  the  active  military  or  naval  service  of  the 
United  States;  or 

“(D)  such  veteran  has  been  discharged  or  released 
from  the  active  military  or  naval  service  of  the  United 
States  subsequent  to  July  26,  1951. 

“(2)  Upon  an  application  for  benefits  or  a  lump-sum 
death  payment  on  the  basis  of  the  wages  or  self-employment 
income  of  any  World  War  II  veteran,  the  Federal  Security 
Administrator  shall  make  a  decision  without  regard  to  para¬ 
graph  (1)  (B)  of  this  subsection  unless  he  has  been  notified 
by  the  Veterans’  Administration  that  pension  or  compensa¬ 
tion  is  determined  to  be  payable  by  the  Veterans’  Admin- 
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istration  by  reason  of  the  death  of  such  veteran.  The 
Federal  Security  Administrator  shall  thereupon  report  such 
decision  to  the  Veterans’  Administration.  If  the  Veterans’ 
Administration  in  any  such  case  has  made  an  adjudication 
or  thereafter  makes  an  adjudication  that  any  pension  or 
compensation  is  payable  under  any  law  administered  by 
it,  it  shall  notify  the  Federal  Security  Administrator,  and  the 
Administrator  shall  certify  no  further  benefits  for  payment, 
or  shall  recompute  the  amount  of  any  further  benefits  pay¬ 
able,  as  may  be  required  by  paragraph  ( 1 )  of  this  subsection. 
Any  payments  theretofore  certified  by  the  Federal  Security 
Administrator  on  the  basis  of  paragraph  (1)  of  this  sub¬ 
section  to  any  individual,  not  exceeding  the  amount  of  any 
accrued  pension  or  compensation  payable  to  him  by  the 
Veterans’  Administration,  shall  (notwithstanding  the  pro¬ 
visions  of  section  3  of  the  Act  of  August  12,  1935,  as 
amended  (38  U.  S.  C.,  sec.  454a)  )  be  deemed  to  have  been 
paid  to  him  by  such  Administration  on  account  of  such 
accrued  pension  or  compensation.  No  such  payment  certi¬ 
fied  by  the  Federal  Security  Administrator,  and  no  payment 
certified  by  him  for  any  month  prior  to  the  first  month  for 
which  any  pension  or  compensation  is  paid  by  the  Veterans’ 
Administration  shall  be  deemed  by  reason  of  this  subsection 
to  have  been  an  erroneous  payment. 

“(c)  In  the  case  of  any  World  War  II  veteran  who 
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1  has  died  prior  to  1950,  proof  of  support  required  under 

2  section  202  (f)  may  be  filed  by  a  parent  at  any  time  prior 

3  to  July  1950  or  prior  to  the  expiration  of  two  years  after 

4  the  date  of  the  death  of  such  veteran,  whichever  is  the  later. 

5  “(d)  There  are  hereby  authorized  to  be  appropriated 

6  annually  to  the  Trust  Fund  such  sums  as  may  be  neces- 

7  sary  to  meet  the  additional  cost,  resulting  from  this  section, 

8  of  the  benefits  (including  lump-sum  death  payments)  pay- 

9  able  under  this  title. 

10  “(e)  For  the  purposes  of  this  section — 

11  “(1)  The  term  ‘World  War  IF  means  the  period  be- 

12  ginning  with  September  10,  1940,  and  ending  at  the  close 

13  of  July  24,  1947. 

14  “(2)  The  term  ‘World  War  II  veteran’  means  any 

15  individual  who  served  in  the  active  military  or  naval  service 

16  of  the  United  States  at  any  time  during  World  War  II  and 

17  who,  if  discharged  or  released  therefrom,  was  so  discharged 

18  or  released  under  conditions  other  than  dishonorable  after 

19  active  service  of  ninety  days  or  more  or  by  reason  of  a  dis- 

20  ability  or  injury  incurred  or  aggravated  in  service  in  line  of 

21  duty;  but  such  term  shall  not  include  any  individual  who 

22  died  while  in  the  active  military  or  naval  service  of  the 

23  United  States  if  his  death  was  inflicted  (other  than  by  an 

24  enemy  of  the  United  States)  as  lawful  punishment  for  a 

25  military  or  naval  offense.” 
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COVERAGE  OF  STATE  AND  LOCAL  EMPLOYEES 

Sec.  106.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  217  (added  by  section  105  of  this 
Act)  the  following: 

"'VOLUNTARY  AGREEMENTS  FOR  COVERAGE  OF  STATE  AND 

LOCAL  EMPLOYEES 
“Purpose  of  Agreement 

“Sec.  218.  (a)  (1)  The  Administrator  shall,  at  the 
request  of  any  State,  enter  into  an  agreement  with  such 
State  for  the  purpose  of  extending  the  insurance  system 
established  by  this  title  to  services  (not  otherwise  included 
as  employment  under  this  title)  performed  by  individuals  as 
employees  of  such  State  or  any  political  subdivision  thereof. 
Each  such  agreement  shall  contain  such  provisions,  not  incon¬ 
sistent  with  the  provisions  of  this  section,  as  the  State  may 
request. 

“  (2)  Notwithstanding  section  210  (a) ,  for  the  purposes 
of  this  title  the  term  ‘employment’  includes  any  agricultural 
labor,  domestic  service,  or  service  performed  by  a  student, 
included  under  an  agreement  entered  into  under  this  section. 

“Definitions 

“(b)  For  the  purposes  of  this  section — 

“  ( 1 )  The  term  ‘State’  does  not  include  the  District 

of  Columbia. 

“(2)  The  term  ‘political  subdivision’  includes  an 
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instrumentality  of  (A)  a  State,  (B)  one  or  more  po¬ 
litical  subdivisions  of  a  State,  or  (C)  a  State  and  one  or 
more  of  its  political  subdivisions. 

“(3)  The  term  ‘employee’  includes  an  officer  of 
a  State  or  political  subdivision. 

“  (4)  The  term  ‘retirement  system’  means  a  pen¬ 
sion,  annuity,  retirement,  or  similar  fund  or  system  estab¬ 
lished  by  a  State  or  by  a  political  subdivision  thereof; 
and  the  term  ‘State-wide  retirement  system’  means  a 
retirement  system  established  by  a  State  which  covers 
any  class  or  classes  of  its  employees  and  any  class  or 
classes  of  employees  of  one  or  more  political  subdivisions 
of  the  State  or  covers  any  class  or  classes  of  employees 
of  two  or  more  political  subdivisions  of  the  State. 

“(5)  The  term  ‘coverage  group’  means  (A)  em¬ 
ployees  of  the  State  other  than  those  in  positions  covered 
by  a  State-wide  retirement  system,  (B)  employees  of  a 
political  subdivision  of  a  State  other  than  those  in  posi¬ 
tions  covered  by  a  State-wide  retirement  system,  or  ( C ) 
employees  of  the  State  and  employees  of  its  political 
subdivisions  who  are  in  positions  covered  by  a  State-wide 
retirement  system. 

“Services  Covered 

“(o)]  [(1)1  An  agreement  under  this  section  shall  be 
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applicable  with  respect  to  any  one  or  more  coverage  groups 
designated  by  the  State. 

“(2)  In  the  case  of  each  coverage  group  to  which  the 
agreement  applies,  the  agreement  must  include  all  services 
(other  than  services  excluded  by  or  pursuant  to  subsection 
(d)  or  paragraph  (3)  or  (5)  of  this  subsection)  per¬ 
formed  by  individuals  as  members  of  such  group. 

“(3)  Such  agreement  shall,  if  the  State  requests  it, 
exclude  (in  the  case  of  any  coverage  group)  any  services 
of  an  emergency  nature  or  all  services  in  any  class  or  classes 
of  elective  positions,  part-time  positions,  or  positions  the 
compensation  for  which  is  on  a  fee  basis. 

“  (4)  The  Administrator  shall,  at  the  request  of  any 
State,  modify  the  agreement  with  such  State  so  as  to  (A) 
include  any  coverage  group  to  which  the  agreement  did 
not  previously  apply,  or  (B)  include,  in  the  case  of  any 
coverage  group  to  which  the  agreement  applies,  services 
previously  excluded  from  the  agreement;  but  the  agreement 
as  so  modified  may  not  be  inconsistent  with  the  provisions 
of  this  section  applicable  in  the  case  of  an  original  agreement 
with  a  State. 

“(5)  Such  agreement  shall,  if  the  State  requests  it, 
exclude  (in  the  case  of  any  coverage  group)  any  agricultural 
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labor,  domestic  service,  or  service  performed  by  a  student, 
designated  by  the  State.  This  paragraph  shall  apply  only 
with  respect  to  service  which,  if  performed  in  the  employ 
of  an  individual,  would  be  excluded  from  employment  by 
section  210  (a). 

“(6)  Such  agreement  shall  exclude  services  performed 
by  an  individual  who  is  employed  to  relieve  him  from  unem¬ 
ployment  and  shall  exclude  services  performed  in  a  hospital, 
home,  or  other  institution  by  a  patient  or  inmate  thereof. 

“Referendum  in  Case  of  Retirement  System 

“(d)  (1)  No  agreement  with  any  State  may  include 
services  performed  in  positions  covered  by  a  retirement 
system  in  effect  on  the  date  the  agreement  is  entered  into 
unless  the  State  requests  such  inclusion  and  the  Governor 
of  the  State  certifies  to  the  Administrator  that  (A)  a  written 
referendum  was  held  (within  the  period  prescribed  in  para¬ 
graph  (3)  of  this  subsection)  on  the  question  whether 
services  in  positions  covered  by  such  retirement  system 
should  be  excluded  from  or  included  under  the  agreement, 
(B)  an  opportunity  to  vote  in  such  referendum  was  given 
(and  was  limited)  to  the  employees  who  were  in  such  posi¬ 
tions  at  the  time  the  referendum  was  held  and  to  the  indi¬ 
viduals  who  on  such  date  were  twenty-one  years  of  age  or 
older  and  were  receiving  periodic  payments  under  such 
retirement  system,  and  (C)  not  less  than  two-thirds  of  the 
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voters  in  such  referendum  voted  in  favor  of  including  serv¬ 
ices  in  such  positions  under  the  agreement. 

“(2)  No  modification  of  an  agreement  with  any  State 
may  provide  for  the  inclusion  of  services  performed  in 
positions  covered  by  a  retirement  system  in  effect  on  the 
date  the  modification  is  agreed  to  unless  the  State  requests 
such  inclusion  and  the  Governor  of  the  State  makes  a  certi¬ 
fication  which  meets  the  requirements  of  clauses  (A) ,  (B) , 
and  ( 0 )  of  paragraph  ( 1 ) . 

“(3)  The  period  within  which  a  referendum  must  be 
held  for  the  purposes  of  this  subsection  shall  be  the  period 
beginning  one  year  before  the  effective  date  of  the  agree¬ 
ment  and  ending  on  the  date  such  agreement  is  entered 
into,  except  that  in  the  case  of  a  modification  of  an  agreement 
such  period  shall  begin  one  year  before  the  effective  date  of 
the  modification  and  end  on  the  date  such  modification  is 
agreed  to. 

“Payments  and  Reports  by  States 
“(e)  Each  agreement  under  this  section  shall  provide — 
“  ( 1 )  that  the  State  will  pay  to  the  Secretary  of 
the  Treasury,  at  such  time  or  times  as  the  Adminis¬ 
trator  may  by  regulation  prescribe,  amounts  equivalent 
to  the  sum  of  the  taxes  which  would  be  imposed 
by  sections  1400  and  1410  of  the  Internal  Revenue 
Code  if  the  services  of  employees  covered  by  the  agree- 
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ment  constituted  employment  as  defined  In  section  1426 
of  such  code; 

“(2)  that  the  State  will  comply  with  such  regula¬ 
tions  relating  to  payments  and  reports  as  the  Admin¬ 
istrator  may  prescribe  to  carry  out  the  purposes  of  this 
section. 

“Effective  Date  of  Agreement 
“(f)  Any  agreement  or  modification  of  an  agreement 
under  this  section  shall  be  effective  with  respect  to  services 
performed  after  an  effective  date  specified  in  such  agreement 
or  modification,  but  in  no  case  prior  to  January  1,  1950,  and 
in  no  case  (other  than  in  the  case  of  an  agreement  or 
modification  agreed  to  prior  to  January  1,  1952)  prior  to 
the  first  day  of  the  calendar  year  in  which  such  agreement 
or  modification,  as  the  case  may  be,  is  agreed  to  by  the 
Administrator  and  the  State. 

“Termination  of  Agreement 
“(g)  (1)  Upon  giving  at  least  two  years’  advance 

notice  in  writing  to  the  Administrator,  a  State  may  terminate, 
effective  at  the  end  of  a  calendar  quarter  specified  in  the 
notice,  its  agreement  with  the  Administrator  either — 

“  ( A)  in  its  entirety,  but  only  if  the  agreement  has 
been  in  effect  from  its  effective  date  for  not  less  than 
five  years  prior  to  the  receipt  of  such  notice;  or 

“(B)  with  respect  to  any  coverage  group  desig- 
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nated  by  the  State,  but  only  if  the  agreement  has  been 
in  effect  with  respect  to  such  coverage  group  for  not 
less  than  five  years  prior  to  the  receipt  of  such  notice. 
“(2)  If  the  Administrator,  after  reasonable  notice  and 
opportunity  for  hearing  to  a  State  with  whom  he  has  entered 
into  an  agreement  pursuant  to  this  section,  finds  that  the 
State  has  failed  or  is  no  longer  legally  able  to  comply  sub¬ 
stantially  with  any  provision  of  such  agreement  or  of  this 
section,  he  shall  notify  such  State  that  the  agreement  will  be 
terminated  in  its  entirety,  or  with  respect  to  any  one  or  more 
coverage  groups  designated  by  him,  at  such  time,  not  later 
than  two  years  from  the  date  of  such  notice,  as  he  deems 
appropriate,  unless  prior  to  such  time  he  finds  that  there  no 
longer  is  any  such  failure  or  that  the  cause  for  such  legal 

inabilitv  has  been  removed. 

«/ 

“(3)  If  any  agreement  entered  into  under  this  section 
is  terminated  in  its  entirety,  the  Administrator  and  the  State 
may  not  again  enter  into  an  agreement  pursuant  to  this 
section.  If  any  such  agreement  is  terminated  with  respect 
to  any  coverage  group,  the  Administrator  and  the  State 
may  not  thereafter  modify  such  agreement  so  as  to  again 
make  the  agreement  applicable  with  respect  to  such  cover¬ 
age  group. 

“Deposits  in  Trust  Fund;  Adjustments 
“(h)  (1)  All  amounts  received  by  the  Secretary  of 
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the  Treasury  under  an  agreement  made  pursuant  to  this 
section  shall  be  deposited  in  the  Trust  Fund. 

“  (2)  If  more  or  less  than  the  correct  amount  due  under 
an  agreement  made  pursuant  to  this  section  is  paid  with  re¬ 
spect  to  any  payment  of  remuneration,  proper  adjustments 
with  respect  to  the  amounts  due  under  such  agreement  shall 
be  made,  without  interest,  in  such  manner  and  at  such  times 
as  may  be  prescribed  by  regulations  of  the  Administrator. 

“  (3 )  If  an  overpayment  cannot  be  adjusted  under  para¬ 
graph  (2),  the  amount  thereof  and  the  time  or  times  it 
is  to  be  paid  shall  be  certified  by  the  Administrator  to  the 
Managing  Trustee,  and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any 
action  thereon  by  the  General  Accounting  Office,  shall  make 
payment  in  accordance  with  such  certification.  The  Man¬ 
aging  Trustee  shall  not  be  held  personally  liable  for  any 
payment  or  payments  made  in  accordance  with  a  certifica¬ 
tion  by  the  Administrator. 

“Regulations 

“(i)  Regulations  of  the  Administrator  to  carry  out  the 
purposes  of  this  section  shall  be  designed  to  make  the  require¬ 
ments  imposed  on  States  pursuant  to  this  section  the  same, 
so  far  as  practicable,  as  those  imposed  on  employers  pur¬ 
suant  to  this  title  and  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code. 
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“Failure  To  Make  Payments 
“(j)  In  case  any  State  does  not  make,  at  the  time  or 
times  due,  the  payments  provided  for  under  an  agreement 
pursuant  to  this  section,  there  shall  be  added,  as  part  of 
the  amounts  due,  interest  at  the  rate  of  6  per  centum  per 
annum  from  the  date  due  until  paid,  and  the  Administrator 
may,  in  his  discretion,  deduct  such  amounts  plus  interest 
from  any  amounts  certified  to  the  Secretary  of  the  Treasury 
for  payment  to  such  State  under  any  other  provision  of 
this  Act.  Amounts  so  deducted  shall  be  deemed  to  have 
been  paid  to  the  State  under  such  other  provision  of  this 
Act.  Amounts  equal  to  the  amounts  deducted  under  this 
subsection  are  hereby  appropriated  to  the  Trust  Fund. 

“Instrumentalities  of  Two  or  More  States 
“  (k)  The  Administrator  may,  at  the  request  of  any 
instrumentality  of  two  or  more  States,  enter  into  an  agree¬ 
ment  with  such  instrumentality  for  the  purpose  of  extend¬ 
ing  the  insurance  system  established  by  this  title  to  services 
performed  by  individuals  as  employees  of  such  instrumen¬ 
tality.  Such  agreement,  to  the  extent  practicable,  shall 
be  governed  by  the  provisions  of  this  section  applicable  in 
the  case  of  an  agreement  with  a  State. 

“Delegation  of  Functions 

“(1)  The  Administrator  is  authorized,  pursuant  to 
agreement  with  the  head  of  any  Federal  agency,  to  dele- 
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gate  any  of  his  functions  under  this  section  to  any  officer  or 
employee  of  such  agency  and  otherwise  to  utilize  the  serv¬ 
ices  and  facilities  of  such  agency  in  carrying  out  such  func¬ 
tions,  and  payment  therefor  shall  be  in  advance  or  by  way 
of  reimbursement,  as  may  be  provided  in  such  agreement.” 

DISABILITY  INSURANCE  BENEFITS 

Sec.  107.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  218  (added  by  section  106  of  this 
Act)  the  following: 

“PERMANENT  AND  TOTAL  DISABILITY  INSURANCE  BENEFITS 
“Conditions  of  Entitlement 

“Sec.  219.  (a)  (1)  Every  permanently  and  totally 
disabled  individual  (as  defined  in  subsection  (h)  )  who — 
“  (A)  has  not  attained  retirement  age, 

“(B)  has  filed  application  for  disability  insurance 
benefits, 

“(C)  is  insured  for  disability  insurance  benefits, 
and 

“(D)  has  been  under  a  disability  throughout  his 
waiting  period, 

shall  be  entitled  to  a  disability  insurance  benefit  for 
each  month,  beginning  with  the  first  month  after  his  waiting 
period  in  which  he  becomes  so  entitled  to  such  insurance 
benefits  and  ending  with  the  month  preceding  the  first  month 
in  whioh  any  of  the  following  occurs:  he  ceases  to  be  a 
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permanently  and  totally  disabled  individual,  dies,  or  attains 
retirement  age. 

“  ( 2 )  The  term  ‘waiting  period’  means,  with  respect  to 
the  disability  of  any  individual,  the  period  beginning  with 
the  calendar  month  in  which  occurred  his  disability  de¬ 
termination  date  (as  determined  under  subsection  (c)  )  and 
ending  at  the  expiration  of  the  sixth  calendar  month  following 
such  month. 

“(3)  An  individual  who  would  have  been  entitled 
to  a  disability  insurance  benefit  for  any  month  had  he  filed 
application  therefor  prior  to  the  end  of  such  month  shall 
be  entitled  to  such  benefit  for  such  month  if  he  files  applica¬ 
tion  therefor  prior  to  the  end  of  the  third  month  succeeding 
such  month ;  except  that  the  provisions  of  this  paragraph  shall 
not  apply  for  purposes  of  determining  a  period  of  disability 
(as  defined  in  subsection  (i)  ) ,  or  when  a  disability  deter¬ 
mination  date  occurred. 

“  (4)  No  application  for  disability  insurance  benefits 
filed  prior  to  seven  months  before  the  first  month  for  which 
the  applicant  becomes  entitled  to  receive  such  benefits  shall 
be  accepted  as  an  application  for  purposes  of  this  section. 

‘‘Determination  of  Insured  Status 

“(b)  An  individual  is  insured  for  purposes  of  disability 
insurance  benefits  if  he  had  not  less  than — 

“(i)  six  quarters  of  coverage  (as  determined  under 
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section  213  (a)  (2) )  during  the  thirteen-quarter  period 
which  ends  with  the  quarter  in  which  his  disability 
determination  date  occurred;  and 

44  (2)  twenty  quarters  of  coverage  during  the  forty- 
quarter  period  which  ends  with  the  quarter  in  which 
his  disability  determination  date  occurred. 

In  case  such  individual  was  previously  entitled  to  disability 
insurance  benefits,  there  shall  be  excluded  from  the  count 

of  the  quarters  in  each  period  specified  in  paragraphs  (1) 

• 

and  (2)  any  quarter  any  part  of  which  was  included  in  a 
period  of  disability  unless  such  quarter  is  a  quarter  of 
coverage. 

“Disability  Determination  Date 
“(c)  For  the  purposes  of  this  title — 

“  ( 1 )  the  disability  determination  date  of  any  indi¬ 
vidual  who  files  application  for  disability  insurance 
benefits  prior  to  1953  shall  be  whichever  of  the  fol¬ 
lowing  days  is  the  latest:  (A)  The  day  the  disability 
began,  (B)  June  30,  1950,  or  (C)  the  first  day  of  the 
first  quarter  in  which  he  would  be  insured  for  disability 
insurance  benefits  with  respect  to  such  disability  if  he 
had  filed  application  therefor  in  such  quarter;  and 

“(2)  the  disability  determination  date  of  any  in¬ 
dividual  who  files  application  for  disability  insurance 
benefits  after  1952  shall  be  whichever  of  the  follow- 
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mg  days  is  the  latest:  (A)  The  day  the  disability 
began,  (B)  the  first  day  of  the  tenth  month  prior  to 
the  month  in  which  he  filed  such  application,  or  (C) 
the  first  day  of  the  first  quarter  in  which  he  would 
be  insured  for  disability  insurance  benefits  with  re¬ 
spect  to  such  disability  if  he  had  filed  application 
therefor  in  such  quarter. 

‘‘Determination  of  Disability 
“(d)  The  Administrator  shall  make  provision  for  deter¬ 
minations  of  disability  and  redeterminations  thereof  at  neces¬ 
sary  intervals,  and  he  shall  by  regulation  provide  for  such 
examinations  of  individuals  as  he  deems  necessary  for  pur¬ 
poses  of  determining  or  redetermining  disability  and  entitle¬ 
ment  to  benefits  by  reason  thereof.  In  the  case  of  any 
individual  submitting  to  such  an  examination,  the  Adminis¬ 
trator  may  pay,  in  accordance  with  regulations  prescribed 
by  him,  (1)  the  necessary  travel  expenses  (including  sub¬ 
sistence  expenses  incident  thereto)  of  such  individual  in  con¬ 
nection  with  such  examination,  and  (2)  if  the  examination 
is  made  by  a  physician  who  is  not  an  employee  of  the  United 
States,  the  necessary  expenses  (including  a  fee)  for  such 
examination.  There  is  hereby  authorized  to  be  appropri¬ 
ated  for  each  fiscal  year  from  the  Trust  Fund  such  amoimt 
as  may  be  necessary  for  the  purposes  of  this  subsection. 
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“Reduction  of  Benefit 

“(e)  (1)  Where  a  benefit  is  payable  to  any  individual 
under  this  section  and  a  workmen’s  compensation  benefit 
or  benefits  have  been  or  are  paid  to  such  individual  on 

account  of  the  same  disability  for  the  same  period  of  time, 

✓ 

such  individual’s  benefit  under  this  section  for  such  month 
shall,  prior  to  any  deductions  under  section  220,  be  reduced 
by  one-half,  or  by  an  amount  equal  to  one-half  of  such 
workmen’s  compensation  benefit  or  benefits,  whichever  is 
the  smaller. 

“(2)  In  case  the  benefit  of  any  individual  under  this 
section  is  not  reduced  as  provided  in  paragraph  (1)  be¬ 
cause  such  benefit  is  paid  prior  to  the  payment  of  the  work¬ 
men’s  compensation  benefit,  the  reduction  shall  be  made 
by  deductions,  at  such  time  or  times  and  in  such  amounts 
as  the  Administrator  may  determine,  from  any  other  pay¬ 
ments  under  this  title  payable  on  the  basis  of  the  wages  or 
self-employment  income  of  such  individual. 

“  (3)  If  the  workmen’s  compensation  benefit  is  payable 
on  other  than  a  monthly  basis  (excluding  a  benefit  payable 
in  a  lump  sum  unless  it  is  a  commutation  of,  or  a  substitute 
for,  periodic  payments),  reduction  of  the  benefits  under 
this  subsection  shall  be  made  in  such  amounts  as  the  Ad¬ 
ministrator  finds  will  approximate,  as  nearly  as  practicable, 
the  reduction  prescribed  in  paragraph  ( 1 ) . 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


93 


“(4)^  In  order  to  assure  that  the  purposes  of  this  sub¬ 
section  will  be  carried  out,  the  Administrator  may,  as  a 
condition  to  certification  for  payment  of  any  disability  insur¬ 
ance  benefit  payable  to  an  individual  under  this  section 
(if  it  appears  to  him  that  there  is  a  likelihood  that  such 
individual  may  be  eligible  for  a  workmen’s  compensation 
benefit  which  would  give  rise  to  a  reduction  under  this  sub¬ 
section)  ,  require  adequate  assurance  of  reimbursement  to 
the  Trust  Fund  in  case  workmen’s  compensation  benefits, 
with  respect  to  which  such  a  reduction  should  be  made, 
become  payable  to  such  individual  and  such  reduction  is 
not  made. 

“(5)  For  purposes  of  this  subsection,  the  term  ‘work¬ 
men’s  compensation  benefit’  means  a  cash  benefit,  allowance, 
or  compensation  payable  under  any  workmen’s  compensation 
law  or  plan  of  the  United  States  or  of  any  State. 

“Termination  of  Entitlement  to  Benefits 
by  Administrator 

“(f)  In  any  case  in  which  an  individual  has  refused 
to  submit  himself  for  examination  or  reexamination  in  ac¬ 
cordance  with  regulations  of  the  Administrator,  or  has  with¬ 
out  good  cause  refused  to  accept  rehabilitation  services 
available  to  him  under  a  State  plan  approved  under  the 
Vocational  Kehabilitation  Act  (29  U.  S.  0.  ch.  4)  after 
being  directed  by  the  Administrator  to  do  so,  the  Adminis- 
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trator  may  find,  solely  because  of  suck  refusal,  that  such 
individual  is  not  a  permanently  and  totally  disabled  individ¬ 
ual  or  that  his  disability  (previously  determined  to  exist) 
has  ceased.  The  Administrator  may  find  that  an  individual 
is  not  a  permanently  and  totally  disabled  individual  or  that 
his  disability  (previously  determined  to  exist)  has  ceased, 
if  such  individual  is  outside  the  United  States  and  the 
Administrator  finds  that  adequate  arrangements  have  not 
been  made  for  determining  or  redetermining  such  individual’s 
disability. 

“Cooperation  with  Agencies  and  Groups 
“(g)  The  Administrator  is  authorized  to  secure  the 
cooperation  of  appropriate  agencies  of  the  United  States, 
of  States,  or  of  the  political  subdivisions  of  States  and  the 
cooperation  of  private  medical,  dental,  hospital,  nursing, 
health,  educational,  social,  and  welfare  groups  or  organiza¬ 
tions,  and  where  necessary  to  enter  into  voluntary  working 
agreements  with  any  of  such  public  or  private  agencies, 
organizations,  or  groups  in  order  that  their  advice  and  serv¬ 
ices  may  be  utilized  in  the  efficient  administration  of  this 
section. 

“Definitions  of  ‘Disability’  and  ‘Permanently  and  Totally 

Disabled  Individual’ 

“  (h)  Por  the  purposes  of  this  title — 
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“t(l)  the  term  ‘disability’  means  (A)  inability  to 
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engage  in  any  substantially  gainful  activity  by  reason 
of  any  medically  demonstrable  physical  or  mental  im¬ 
pairment  which  is  permanent,  or  (B)  blindness;  and 
the  term  ‘permanently  and  totally  disabled  individual’ 
means  an  individual  who  has  such  a  disability;  and 

“(2)  the  term  ‘blindness’  means  central  visual 
acuity  of  5/200  or  less  in  the  better  eye  with  correcting 
lenses.  An  eye  in  which  the  visual  field  is  reduced  to 
five  degrees  or  less  concentric  contraction  shall  be  con¬ 
sidered  for  the  purposes  of  this  paragraph  as  having  a 
central  visual  acuity  of  5/200  or  less. 

“Definition  of  ‘Period  of  Disability’ 

“  (i)  As  used  in  this  title  the  term  ‘period  of  disability’ 
means,  with  respect  to  any  individual,  a  period  of  one  or 
more  consecutive  calendar  months  for  each  of  which  such 
individual  was  entitled  to  a  disability  insurance  benefit  and — 
“  ( 1 )  in  the  case  of  a  disability  with  respect  to 
which  application  for  disability  insurance  benefits  was 
filed  prior  to  1953 — the  six  or  more  calendar  months 
which  (A)  precede  the  first  month  of  such  period  of 
one  or  more  consecutive  calendar  months,  and  (B)  occur 
after  the  month  in  which  such  individual’s  disability 
determination  date  (as  determined  under  subsection 
(c)  )  occurred;  or 

“(2)  in  the  case  of  a  disability  with  respect  to 
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which  application  for  disability  insurance  benefits  was 
filed  after  1952 — the  six  calendar  months  preceding 
the  first  month  of  such  period  of  one  or  more  consecu¬ 
tive  calendar  months. 

“deductions  from  disability  insurance  benefits 

“Events  for  Which  Deductions  Are  Made 
“Sec.  220.  (a)  Deductions,  in  such  amounts  and  at  such 
time  or  times  as  the  Administrator  shall  determine,  shall  be 
made  from  any  payment  or  payments  under  this  title  to 
which  an  individual  is  entitled,  until  the  total  of  such  deduc¬ 
tions  equals  such  individual’s  benefit  under  section  219  for 
any  month — 

“  ( 1 )  in  which  such  individual  rendered  services 
as  an  employee  (whether  or  not  such  services  constitute 
employment  as  defined  in  section  210)  for  remuneration 
of  more  than  $50;  or 

“  (2)  for  which  such  individual  is  charged,  pursuant 
to  the  provisions  of  subsection  (c)  of  this  section,  with 
net  earnings  from  self-employment  (as  determined  pur¬ 
suant  to  subsection  (d) )  of  more  than  $50;  or 

“(3)  in  which  such  individual  fails  to  submit  him¬ 
self  for  examination  in  accordance  with  regulations  of  the 
Administrator;  or 

“  (4)  in  which  such  individual  refuses  without 
good  cause  to  accept  rehabilitation  sendees  available  to 
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him  under  a  State  plan  approved  under  the  Vocational 
Rehabilitation  Act  after  direction  by  the  Administrator 
to  do  so;  or 

“  (5)  in  which  such  individual  is  outside  the  United 
States  if  the  Administrator  finds  that  adequate  arrange¬ 
ments  have  not  been  made  for  determining  or  redeter¬ 
mining  the  existence  of  the  disability  of  such  individual. 
In  accordance  with  such  regulations  as  the  Administrator 
may  prescribe,  the  Administrator  may,  if  in  his  judgment  it 
will  aid  in  the  process  of  rehabilitation  of  any  individual, 
suspend  or  modify  the  application  of  paragraphs  (1)  and 
(2)  of  this  subsection  for  any  month  during  which  such 
individual  is  receiving  rehabilitation  services  under  a  State 
plan  approved  under  the  Vocational  Rehabilitation  Act; 
except  that  the  Administrator  may  not  so  suspend  or  modify 
the  application  of  such  paragraphs  for  any  month  after 
the  eleventh  month  following  the  first  month  for  which  such 
suspension  or  modification  was  applicable. 

“Occurrence  of  More  Than  One  Event 
“(b)  If  more  than  one  event  occurs  in  any  one  month 
which  would  occasion  deductions  equal  to  a  benefit  for  such 
month,  only  an  amount  equal  to  such  benefit  shall  be 
deducted.  The  charging  of  net  earnings  from  self-employ- 
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ment  to  any  month  shall  he  treated  as  an  event  occurring  in 
the  month  to  which  such  net  earnings  are  charged. 
“Months  to  Which  Net  Earnings  Are  Charged 
“(c)  For  the  purposes  of  subsection  (a)  (2)  of  this 

section — 

“  ( 1 )  If  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  not  more  than  the 
product  of  $50  times  the  number  of  months  in  such  year, 
no  month  in  such  year  shall  be  charged  with  more  than 
$50  of  net  earnings  from  self-employment. 

“(2)  If  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year,  each 
month  of  such  year  shall  be  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be  further 
charged  to  months  as  follows :  The  first  $50  of  such  excess 
shall  be  charged  to  the  last  month  of  such  taxable  year, 
and  the  balance,  if  any,  of  such  excess  shall  be  charged 

at  the  rate  of  $50  per  month  to  each  preceding  month  in 

•  • 

such  year  until  all  of  such  balance  has  been  applied, 
except  that  no  part  of  such  excess  shall  be  charged  to  any 
month  (A)  for  which  such  individual  was  not  entitled  to 
a  benefit  under  this  title,  (B)  in  which  an  event  de¬ 
scribed  in  paragraph  ( 1 ) ,  (3),  (4),  or  (5)  of  subsec- 
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tion  (a)  occurred,  or  (0)  In  which  such  Individual 
did  not  engage  in  self-employment. 

“  (3)  As  used  in  paragraph  (2),  the  term  ‘last 
month  of  such  taxable  year'  means  the  latest  month  in 
such  year  to  which  the  charging  of  the  excess  described 
in  such  paragraph  is  not  prohibited  by  the  applica¬ 
tion  of  clauses  ( A ) ,  ( B ) ,  and  ( 0 )  thereof. 

“(4)  For  the  purposes  of  clause  (C)  of  paragraph 
(2) ,  an  individual  will  be  presumed,  with  respect  to  an}^ 
month,  to  have  been  engaged  in  self-employment  in  such 
month  until  it  is  shown  to  the  satisfaction  of  the  Adminis¬ 
trator  that  such  individual  rendered  no  substantial  serv¬ 
ices  in  such  month  with  respect  to  any  trade  or  business 
the  net  income  or  loss  of  which  is  includible  for  the  pur¬ 
poses  of  this  subsection  in  computing  his  net  earnings 
from  self-employment  for  any  taxable  year.  The 
Administrator  shall  by  regulations  prescribe  the  methods 
and  criteria  for  determining  whether  or  not  an  individual 
has  rendered  substantial  services  with  respect  to  any 
trade  or  business. 

“Special  Rule  for  Computation  of  Net  Earnings  from 

Self-employment 

“(d)  For  the  purposes  of  this  section,  an  in¬ 
dividual’s  net  earnings  from  self-employment  for  any  taxable 
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year  shall  be  computed  as  provided  in  section  211  with  the 
following  adjustments: 

“(i)  Such  computation  shall  be  made  without 

regard  to  the  provisions  of  subsections  (a)  (2),  (a) 

i (8) ,  (c)  (1),  (c)  (4),  and  (c)  (5)  of  section  211, 

and 

“(2)  Such  computation  shall  be  made  without 

regard  to  the  provisions  of  sections  116,  212,  213,  251, 
and  252  of  the  Internal  Eevenue  Code. 

“Penalty  for  Failure  to  Eeport  Certain  Events 
“(e)  Any  individual  in  receipt  (on  behalf  of  himself 
or  another  individual)  of  benefits  subject  to  deduction  under 
subsection  (a)  because  of  the  occurrence  of  an  event  specified 
therein  (other  than  an  event  described  in  paragraph  (2) 
thereof)  shall  report  such  occurrence  to  the  Administrator 
prior  to  the  receipt  and  acceptance  of  a  disability  insurance 
benefit  for  the  second  month  following  the  month  in  which 
such  event  occurred.  If  such  individual  knowingly  fails  to 
report  any  such  occurrence,  an  additional  deduction  equal 
to  that  imposed  under  such  subsection  shall  be  imposed, 
except  that  the  first  additional  deduction  imposed  by  this 
paragraph  in  the  case  of  any  individual  shall  not  exceed  an 
amount  equal  to  one  month’s  benefit  even  though  the  failure 
to  report  is  with  respect  to  more  than  one  month. 
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“Report  to  Administrator  of  Net  Earnings  Erom 
Self-employment 

“(f)  (1)  If  an  individual  is  entitled  to  any  disability 
insurance  benefit  during  any  taxable  year  in  which  he  has 
net  earnings  from  self-employment  in  excess  of  $50  times 
the  number  of  months  in  such  year,  such  individual  (or  the 
individual  in  receipt  of  such  benefit  on  his  behalf)  shall  make 
a  report  to  the  Administrator  of  his  net  earnings  from  self- 
employment  for  such  taxable  year.  Such  report  shall  be 
made  on  or  before  the  fifteenth  day  of  the  third  month 
following  the  close  of  such  year,  and  shall  contain  such 
information  and  be  made  in  such  manner  as  the  Admin¬ 
istrator  may  by  regulations  prescribe.  If  the  individual  fails 
within  the  time  prescribed  above  to  make  such  report  of  his 
net  earnings  from  self-employment  for  any  taxable  year 
and  any  deduction  is  imposed  under  subsection  (a)  (2)  of 
this  section  by  reason  of  such  net  earnings — 

“(A)  such  individual  shall  suffer  one  additional 
deduction  in  an  amount  equal  to  his  benefit  for  the  last 
month  in  such  taxable  year  for  which  he  was  entitled 
to  a  disability  insurance  benefit;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
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an  additional  deduction  in  the  same  amount  for  each 
month  or  fraction  thereof  during  which  such  failure 
continues  after  such  fourth  month; 
except  that  the  number  of  the  additional  deductions  required 
by  this  paragraph  shall  not  exceed  the  number  of  months  in 
such  taxable  year  for  which  such  individual  received  and 
accepted  disability  insurance  benefits  and  for  which  de¬ 
ductions  are  imposed  under  subsection  (a)  (2)  by  reason 
of  such  net  earnings  from  self-employment.  If  more  than 
one  additional  deduction  would  be  imposed  under  this  para¬ 
graph  with  respect  to  a  failure  by  an  individual  to  file  a 
report  required  by  this  paragraph  and  such  failure  is  the 
first  for  which  any  additional  deduction  is  imposed  under  this 
paragraph,  only  one  additional  deduction  shall  he  imposed 
with  respect  to  such  first  failure. 

“(2)  If  the  Administrator  determines,  on  the  basis  of 
information  obtained  by  or  submitted  to  him,  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  dis¬ 
ability  insurance  benefits  for  any  taxable  year  will  suffer 
deductions  imposed  under  subsection  (a)  (2)  of  this  sec¬ 
tion  by  reason  of  his  net  earnings  from  self-employment 
for  such  year,  the  Administrator  may,  before  the  close 
of  such  taxable  year,  suspend  the  payment  for  each 
month  in  such  year  (or  for  only  such  months  as  the  Ad¬ 
ministrator  may  specify)  of  such  benefits  payable  to  him; 
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and  such  suspension  shall  remain  in  effect  with  respect  to 
the  benefits  for  any  month  until  the  Administrator 
has  determined  whether  or  not  any  deduction  is  im¬ 
posed  for  such  month  under  subsection  (a).  The 
Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  information  with  respect  to  such  net  earnings  as  the 
Administrator  may  specify.  A  failure  by  such  individual 
to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (a)  (2)  of  this  section 
by  reason  of  his  net  earnings  from  self-employment  for  such 
year.” 

PUERTO  RICO 

Sec.  108.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  220  (added  by  section  107  of  this 
Act)  the  following: 

“EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO 

“Sec.  221.  If  the  Governor  of  Puerto  Rico  certifies  to 
the  President  of  the  United  States  that  the  legislature  of 
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Puerto  Rico  has,  by  concurrent  resolution,  resolved  that  it 
desires  the  extension  to  Puerto  Rico  of  the  provisions  of 
this  title,  the  effective  date  referred  to  in  sections  210  (h) , 
210  (i),  210  (j),  211  (a)  (7),  and  211  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification.” 

RECORDS  OF  WAGES  AND  SELF-EMPLOYMENT  INCOME 
Sec.  109.  (a)  Subsection  (b)  of  section  205  of  the 
Social  Security  Act  is  amended  by  inserting  ‘‘former  wife 
divorced,”  after  “widow,”. 

(b)  Subsection  (c)  of  section  205  of  the  Social 
Security  Act  is  amended  to  read  as  follows : 

“(c)  (1)  For  the  purposes  of  this  subsection — 

“(A)  The  term  ‘accounting  period’  means  a 
calendar  quarter  when  used  with  respect  to  wages,  and 
a  taxable  year  (as  defined  in  section  211  (e)  )  when 
used  with  respect  to  self-employment  income. 

“(B)  The  term  ‘time  limitation’  when  used  with 
respect  to  wages  means  a  period  of  four  years  and  one 
month,  and  when  used  with  respect  to  self-employment 
income  means  a  period  of  four  years,  two  months,  and 
fifteen  days. 

“(C)  The  term  ‘survivor’  means  an  individual’s 
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spouse,  former  wife  divorced,  child,  or  parent,  who 
survives  such  individual. 

“(2)  On  the  basis  of  information  obtained  by  or  sub¬ 
mitted  to  the  Administrator,  and  after  such  verification 
thereof  as  he  deems  necessary,  the  Administrator  shall  estab¬ 
lish  and  maintain  records  of  the  amounts  of  wages  paid  to, 
and  the  amounts  of  self-employment  income  derived  by, 
each  individual  and  of  the  accounting  periods  in  which  such 
wages  were  paid  and  such  income  was  derived  and,  upon 
request,  shall  inform  any  individual  or  his  survivor  of  the 
amounts  of  wages  and  self-employment  income  of  such 
individual  and  the  accounting  periods  during  which  such 
wages  were  paid  and  such  income  wras  derived,  as  shown 
by  such  records  at  the  time  of  such  request. 

“(3)  The  Administrator’s  records  shall  be  evidence  for 
the  purpose  of  proceedings  before  the  Administrator  or 
any  court  of  the  amounts  of  wages  paid  to,  and  self-employ¬ 
ment  income  derived  by,  an  individual  and  of  the  accounting 
periods  in  which  such  wages  were  paid  and  such  income 
was  derived.  The  absence  of  an  entry  in  such  records  as 
to  wages  alleged  to  have  been  paid  to,  or  as  to  self-employ¬ 
ment  income  alleged  to  have  been  derived  by,  an  individual 
in  any  accounting  period  shall  be  evidence  that  no  such 
alleged  wages  were  paid  to,  or  that  no  such  alleged  income 
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was  derived  by,  such  individual  during  such  accounting 
period. 

“(4)  Prior  to  the  expiration  of  the  time  limitation 
following  any  accounting  period  the  Administrator  may, 
if  it  is  brought  to  his  attention  that  any  entry  of  wages  or 
self-employment  income  in  his  records  for  such  period  is 
erroneous  or  that  any  item  of  wages  or  self-employment 
income  for  such  period  has  been  omitted  from  such  records, 
correct  such  entry  or  include  such  omitted  item  in  his 
records,  as  the  case  may  be.  After  the  expiration  of 
the  time  limitation  following  any  accounting  period — 

“(A)  the  Administrator’s  records  (with  changes, 
if  any,  made  pursuant  to  paragraph  (5) )  of  the  amounts 
of  wages  paid  to,  and  self-employment  income  derived 
by,  an  individual  in  such  accounting  period  shall  be 
conclusive  for  the  purposes  of  this  title; 

“  (B)  the  absence  of  an  entry  in  the  Administrator’s 
records  as  to  the  wages  alleged  to  have  been  paid  by 
an  employer  to  an  individual  in  such  accounting  period 
shall  be  presumptive  evidence  for  the  purposes  of  this 
title  that  no  such  alleged  wages  were  paid  to  such  indi¬ 
vidual  in  such  accounting  period;  and 

“(C)  the  absence  of  an  entry  in  the  Administra¬ 
tor’s  records  as  to  the  self-employment  income  alleged 
to  have  been  derived  by  an  individual  in  such  accounting 
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period  shall  be  conclusive  for  the  purposes  of  this  title 
that  no  such  alleged  self-employment  income  was  de¬ 
rived  by  such  individual  in  such  period  unless  it  is 
shown  that  he  filed  a  tax  return  of  his  self-employment 
income  for  such  accounting  period  before  the  expiration 
of  the  time  limitation  following  such  period,  in  which 
case  the  Administrator  shall  include  in  his  records  the 
self-employment  income  of  such  individual  for  such 
accounting  period. 

“(5)  After  the  expiration  of  the  time  limitation  follow¬ 
ing  any  accounting  period  in  which  wages  were  paid 
or  alleged  to  have  been  paid  to,  or  self-employment  income 
was  derived  or  alleged  to  have  been  derived  by,  an  indi¬ 
vidual,  the  Administrator  may  change  or  delete  any  entry 
with  respect  to  wages  or  self-employment  income  in  his 
records  of  such  accounting  period  for  such  individual  or 
include  in  his  records  of  such  accounting  period  for  such 
individual  any  omitted  item  of  wages  or  self-employment 
income  but  only — 

“(A)  if  an  application  for  monthly  benefits  or  for 
a  lump-sum  death  payment  was  filed  within  the  time 
limitation  following  such  accounting  period;  except  that 
no  such  change,  deletion,  or  inclusion  may  be  made 
pursuant  to  this  subparagraph  after  a  final  decision  upon 
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the  application  for  monthly  benefits  or  lump-sum  death 
payment ; 

“(B)  if  within  the  time  limitation  following  such 
accounting  period  an  individual  or  his  survivor  makes 
a  request  for  a  change  or  deletion,  or  for  an  inclusion 
of  an  omitted  item,  and  alleges  in  writing  that  the  Ad¬ 
ministrator’s  records  of  the  wages  paid  to,  or  the  self- 
employment  income  derived  by,  such  individual  in  such 
accounting  period  are  in  one  or  more  respects  erroneous ; 
except  that  no  such  change,  deletion,  or  inclusion  may 
be  made  pursuant  to  this  subparagraph  after  a  final 
decision  upon  such  request.  Written  notice  of  the  Ad¬ 
ministrator’s  decision  on  any  such  request  shall  be  given 
to  the  individual  who  made  the  request; 

“(C)  to  correct  errors  apparent  on  the  face  of  such 
records ; 

“(D)  to  transfer  items  to  records  of  the  Railroad 
Retirement  Board  if  such  items  were  credited  under  this 
title  when  they  should  have  been  credited  under  the 
Railroad  Retirement  Act,  or  to  enter  items  transferred 
by  the  Railroad  Retirement  Board  which  have  been 
credited  under  the  Railroad  Retirement  Act  when  they 
should  have  been  credited  under  this  title; 

“(E)  to  delete  or  reduce  the  amount  of  any  entry 
which  is  erroneous  as  a  result  of  fraud; 
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“  (F)  to  conform  his  records  to  tax  returns  or  por¬ 
tions  thereof  (including  information  returns  and  other 
written  statements)  filed  with  the  Commissioner  of 
Internal  Revenue  under  title  VIII  of  the  Social  Security 
Act,  under  subchapter  A  or  F  of  chapter  9  of  the  In¬ 
ternal  Revenue  Code,  or  under  regulations  made  under 
authority  of  such  title  or  subchapter,  and  to  information 
returns  filed  by  a  State  pursuant  to  an  agreement 
under  section  218  or  regulations  of  the  Administrator 
thereunder;  except  that  no  amount  of  self-employment 
income  of  an  individual  for  any  taxable  year  (if  such 
return  or  statement  was  filed  after  the  expiration  of  the 
time  limitation  following  the  taxable  year)  shall  be 
included  in  the  Administrator’s  records  pursuant  to  this 
subparagraph  in  excess  of  the  amount  which  has  been 
deleted  pursuant  to  this  subparagraph  as  payments 
erroneously  included  in  such  records  as  wages  paid  to 
such  individual  in  such  taxable  year; 

“  (G)  to  include  wages  paid  in  such  accounting 
period  to  an  individual  by  an  employer  if  there  is  an 
absence  of  any  entry  in  the  Administrator’s  records  of 
wages  having  been  paid  by  such  employer  to  such  indi¬ 
vidual  in  such  period;  or 

“  (H)  to  enter  items  which  constitute  remuneration 
for  employment  under  subsection  (p),  such  entries  to 
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be  in  accordance  with  certified  reports  of  records  made 
by  the  Railroad  Retirement  Board  pursuant  to  section 
5  (k)  (3)  of  the  Railroad  Retirement  Act  of  1937. 

“  (6)  Written  notice  of  any  deletion  or  reduction  under 
paragraph  (4)  or  (5)  shall  be  given  to  the  individual  whose 
record  is  involved  or  to  his  survivor,  except  that  (A)  in 
the  case  of  a  deletion  or  reduction  with  respect  to  any  entry 
of  wages  such  notice  shall  be  given  to  such  individual  only 
if  he  has  previously  been  notified  by  the  Administrator  of  the 
amount  of  his  wages  for  the  accounting  period  involved, 
and  (B)  such  notice  shall  be  given  to  such  survivor  only  if 
he  or  the  individual  whose  record  is  involved  has  previously 
been  notified  by  the  Administrator  of  the  amount  of  such 
individual’s  wages  and  self-employment  income  for  the 
accounting  period  involved. 

“(7)  Upon  request  in  writing  (within  such  period, 
after  any  change  or  refusal  of  a  request  for  a  change  of 
his  records  pursuant  to  this  subsection,  as  the  Administrator 
may  prescribe) ,  opportunity  for  hearing  with  respect  to 
such  change  or  refusal  shall  be  afforded  to  any  individual 
or  his  survivor.  If  a  hearing  is  held  pursuant  to  this  para¬ 
graph  the  Administrator  shall  make  findings  of  fact  and  a 
decision  based  upon  the  evidence  adduced  at  such  hearing 
and  shall  include  any  omitted  items,  or  change  or  delete 
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any  entry,  in  his  records  as  may  be  required  by  such  find¬ 
ings  and  decision. 

“  ( 8 )  Decisions  of  the  Administrator  under  this  sub¬ 
section  shall  be  reviewable  by  commencing  a  civil  action 
in  the  United  States  district  court  as  provided  in  subsec¬ 
tion  (g)  ” 

(c)  Section  205  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  subsections: 

“Adjustment  of  Wages  from  Certain  Nonprofit 

Organizations 

“(o)  Notwithstanding  any  other  provision  of  this  title, 
in  the  case  of  wages  paid  to  an  individual  during  any  cal¬ 
endar  quarter  by  an  employer  entitled  (under  section  1412 
of  the  Internal  Revenue  Code)  to  an  exemption  from  the 
tax  imposed  by  section  1410  of  such  code,  only  one-half 
of  the  amount  of  such  wages  paid  during  such  calendar 
quarter  to  such  individual  shall  be  considered  as  paid  to  him 
for  the  purpose  of  determining  the  insured  status  of  such 
individual  and  for  the  purpose  of  determining  the  amount 
of  any  insurance  benefit  or  payment;  but  this  paragraph 
shall  not  apply  if  a  waiver  of  such  exemption  of  the  employer 
was  in  effect  for  such  calendar  quarter. 

“Crediting  of  Compensation  Under  the  Railroad  Retirement 

Act 

“  (p)  If  there  is  no  person  who  would  be  entitled,  upon 
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application  therefor,  to  an  annuity  under  section  5  of  the 
Railroad  Retirement  Act  of  1937,  or  to  a  lump-sum  pay¬ 
ment  under  subsection  (f)  (1)  of  such  section,  with 

respect  to  the  death  of  an  employee  (as  defined  in  such 
Act),  then,  notwithstanding  section  210  (a)  (10)  of  this 

Act,  compensation  (as  defined  in  such  Railroad  Retirement 
Act,  but  excluding  compensation  attributable  as  having  been 
paid  during  any  month  on  account  of  military  service 
creditable  under  section  4  of  such  Act  if  wages  are  deemed 
to  have  been  paid  to  such  employee  during  such  month 
under  section  217  (a)  of  this  Act)  of  such  employee 
shall  constitute  remuneration  for  employment  for  pur¬ 
poses  of  determining  (A)  entitlement  to  and  the  amount 
of  any  lump-sum  death  payment  under  this  title  on 
the  basis  of  such  employee’s  wages  or  self-employment 
income  and  (B)  entitlement  to  and  the  amount  of  any 
monthly  benefit  under  this  title,  for  the  month  in  which 
such  employee  died  or  for  any  month  thereafter,  on  the 
basis  of  such  wages  or  self-employment  income.  For  such 
purposes,  compensation  (as  so  defined)  paid  in  a  calendar 
year  shall,  in  the  absence  of  evidence  to  the  contrary,  be 
presumed  to  have  been  paid  in  equal  proportions  with 
respect  to  all  months  in  the  year  in  which  the  employee 
rendered  services  for  such  compensation.  This  paragraph 
shall  not  be  applicable  in  the  case  of  any  monthly  benefit 
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1  or  lump-sum  death  payment  if  a  larger  such  benefit  or 

2  payment,  as  the  case  may  be,  would  be  payable  without 

3  its  application. 

4  “Special  Rules  in  Case  of  Federal  Service 

5  “(q)  (1)  With  respect  to  service  included  as  employ- 

6  ment  under  section  210  which  is  performed  in  the  employ 

I  of  the  United  States  or  in  the  employ  of  any  instrumentality 

8  which  is  wholly  owned  by  the  United  States,  the  Admin- 

9  istrator  shall  not  make  determinations  as  to  whether  an 

10  individual  has  performed  such  service,  the  periods  of  such 

11  service,  the  amounts  of  remuneration  for  such  service  which 

12  constitute  wages  under  the  provisions  of  section  209,  or  the 

13  periods  in  which  or  for  which  such  wages  were  paid,  but 

14  shall  accept  the  determinations  with  respect  thereto  of  the 

15  head  of  the  appropriate  Federal  agency  or  instrumentality, 

16  and  of  such  agents  as  such  head  may  designate,  as  evidenced 

II  by  returns  filed  in  accordance  with  the  provisions  of  section 

18  1420  (e)  of  the  Internal  Eevenue  Code  and  certifications 

19  made  pursuant  to  this  subsection.  Such  determinations  shall 

20  be  final  and  conclusive. 

21  “(2)  The  head  of  any  such  agency  or  instrumentality  is 

22  authorized  and  directed,  upon  written  request  of  the  Admin- 

23  istrator,  to  make  certification  to  him  with  respect  to  any 

24  matter  determinable  for  the  Administrator  by  such  head  or 

II.  R.  6000—8 
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his  agents  under  this  subsection,  which  the  Administrator 
finds  necessary  in  administering  this  title. 

“(3)  The  provisions  of  paragraphs  (1)  and  (2) 
shall  be  applicable  in  the  case  of  service  performed  by  a 
civilian  employee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Exchange 
Service,  Army  and  Air  Force  Motion  Picture  Service,  Navy 
Ship’s  Service  Stores,  Marine  Corps  Post  Exchanges,  or 
other  activities,  conducted  by  an  instrumentality  of  the 
United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National  Military  Establish¬ 
ment  for  the  comfort,  pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel  of  such  Establish¬ 
ment;  and  for  purposes  of  paragraphs  (1)  and  (2)  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of  such 
instrumentality.” 

MISCELLANEOUS  AMENDMENTS 

Sec.  110.  (a)  The  heading  of  title  II  of  the  Social 

Securitv  Act  is  amended  to  read  as  follows: 

*/ 

“TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND 
DISABILITY  INSURANCE  BENEFITS” 

(b)  (1)  The  first  sentence  of  section  201  (a)  of  the 
Social  Security  Act  is  amended  by  striking  out  “Federal 
Old-Age  and  Survivors  Insurance  Trust  Fund”  and  insert- 
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mg  in  lieu  thereof  “Federal  Old-Age,  Survivors,  and  Disa¬ 
bility  Insurance  Trust  Fund”. 

(2)  The  second  sentence  of  section  201  (a)  of  the 
Social  Security  Act  is  amended  by  striking  out  “such  amounts 
as  may  be  appropriated  to  the  Trust  Fund”  and  inserting 
in  lieu  thereof  “such  amounts  as  may  be  appropriated  to, 
or  deposited  in,  the  Trust  Fund”. 

(3)  The  third  sentence  of  section  201  (a)  of  such  Act 
is  amended  by  striking  out  the  words  “the  Federal  Insurance 
Contributions  Act”  and  inserting  in  lieu  thereof  the  follow¬ 
ing:  “subchapters  A  and  F  of  chapter  9  of  the  Internal 
Revenue  Code”. 

(4)  Section  201  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  the  following:  “There  is  also  author¬ 
ized  to  be  appropriated  to  the  Trust  Fund  such  additional 
sums  as  may  be  required  to  finance  the  benefits  and  payments 
provided  under  this  title.” 

(5)  Section  201  (b)  of  such  Act  is  amended  by  striking 
out  “Chairman  of  the  Social  Security  Board”  and  inserting 
in  lieu  thereof  “Federal  Security  Administrator”. 

(6)  Section  201  (b)  of  such  Act  is  amended  by  adding 
after  the  second  sentence  thereof  the  following  new  sentence : 
“The  Commissioner  for  Social  Security  shall  serve  as  Secre¬ 
tary  of  the  Board  of  Trustees.”. 

(7)  Paragraph  (2)  of  section  201  (b)  of  such  Act  is 
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1  amended  by  striking  out  “on  the  first  day  of  each  regular 

2  session  of  the  Congress’’  and  inserting  in  lieu  thereof  “not 

3  later  than  the  first  day  of  March  of  each  year”. 

4  (8)  Section  201  (b)  of  such  Act  is  amended  by  striking 

5  out  the  period  at  the  end  of  paragraph  (3)  and  inserting 

6  in  lieu  thereof  “;  and”,  and  by  adding  the  following  new 

7  paragraph : 

8  “(4)  Recommend  administrative  procedures  and 

9  policies  designed  to  effectuate  the  proper  coordination 

10  of  the  social  insurances.” 

11  (9)  Section  201  (b)  of  such  Act  is  amended  by  adding 

12  at  the  end  thereof  the  following:  “Such  report  shall  be 
12  printed  as  a  House  document  of  the  session  of  the  Congress 

14  to  which  the  report  is  made.” 

15  (10)  Section  201  (f)  of  such  Act  is  amended  to  read  as 

16  follows : 

17  “(f)  (1)  The  Managing  Trustee  is  directed  to  pay 

18  from  the  Trust  Fund  into  the  Treasury  the  amount  esti- 

19  mated  by  him  and  the  Federal  Security  Administrator 

20  which  will  be  expended  during  a  three-month  period  by 

21  the  Federal  Security  Agency  and  the  Treasury  Department 

22  for  the  administration  of  titles  II  and  VIII  of  this  Act  and 

23  subchapters  A  and  F  of  chapter  9  of  the  Internal  Revenue 

24  Code.  Such  payments  shall  be  covered  into  the  Treasury 

25  as  repayments  to  the  account  for  reimbursement  of  expenses 
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incurred  in  connection  with  the  administration  of  titles  II 
and  VIII  of  this  Act  and  subchapters  A  and  F  of  chapter  9 
of  the  Internal  Revenue  Code. 

“(2)  The  Managing  Trustee  is  directed  to  pay  from 
the  Trust  Fund  into  the  Treasury  the  amount  estimated  by 
him  which  will  be  expended  during  each  three-month  period 
after  1949  by  the  Treasury  Department  for  refunds  of  taxes 
(including  interest,  penalties,  and  additions  to  the  taxes) 
under  title  VIII  of  the  Social  Security  Act  and  subchapters 
A  and  F  of  chapter  9  of  the  Internal  Revenue  Code  and  for 
interest  on  such  refunds  as  provided  by  law.  Such  payments 
shall  be  covered  into  the  Treasury  as  repayments  to  the 
account  for  refunding  internal-revenue  collections. 

“(3)  Repayments  made  under  paragraph  (1)  or  (2) 
shall  not  be  available  for  expenditures  but  shall  be  carried 
to  the  surplus  fund  of  the  Treasury.  If  it  subsequently 
appear  that  the  estimates  under  either  such  paragraph  in 
any  particular  three-month  period  were  too  high  or  too  low, 
appropriate  adjustments  shall  be  made  by  the  Managing 
Trustee  in  future  payments.” 

(C)  (1)  Sections  204,  205  (other  than  subsections  (c) 
and  (1)  ) ,  and  206  of  such  Act  are  amended  by  striking  out 
“Board”  wherever  appearing  therein  and  inserting  in  lieu 
thereof  “Administrator” ;  by  striking  out  “Board’s”  wherever 
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appearing  therein  and  inserting  in  lieu  thereof  “Adminis¬ 
trator ’s”  ;  and  by  striking  out  (where  they  refer  to  the  Social 
Security'-  Board)  “it”  and  “its”  and  inserting  in  lieu  thereof 
“he”,  “him”,  or  “his”,  as  the  context  may  require. 

(2)  Section  205  (1)  of  such  Act  is  amended  to  read  as 
follows : 

“  (1)  The  Administrator  is  authorized  to  delegate  to  any 
member,  officer,  or  employee  of  the  Federal  Security  Agency 
designated  by  him  any  of  the  powers  conferred  upon  him  by 
this  section,  and  is  authorized  to  be  represented  by  his  own 
attorneys  in  any  court  in  any  case  or  proceeding  arising  under 
the  provisions  of  subsection  (e) .” 

(d)  Section  208  of  such  Act  is  amended  by  striking 
out  the  words  “the  Federal  Insurance  Contributions  Act” 
and  inserting  in  lieu  thereof  the  following:  “subchapter  A 
or  F  of  chapter  9  of  the  Internal  Revenue  Code”. 

INCREASE  OF  EXISTING  BENEFITS,*  COMPUTATIONS  IN 
CASE  OF  ENTITLEMENT  OB  DEATH  PRIOR  TO  1950 
Sec.  111.  (a)  Notwithstanding  subsection  (a)  of  sec¬ 
tion  215  of  the  Social  Security  Act  as  amended  by  this 
Act,  the  primary  insurance  amount  (prior  to  any  recompu¬ 
tation  under  subsection  (g)  of  such  section)  of  any  indi¬ 
vidual  who  died  prior  to  1950  or  who  was  entitled  to  a 
primary  insurance  benefit  for  any  month  prior  to  1950 
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1  shall,  to  the  extent  provided  in  the  following  subsections, 

2  he  determined  by  use  of  the  following  table: 


I 

Primary  insurance  benefit  before  1950 

II 

Primary  insur¬ 
ance  amount 
after  1949 

III 

Assumed  average 
monthly  wage 
for  purpose 
of  computing 
maximum 
benefits 

$10 _ 

$25.  00 
26.  30 

$50.  00 
52.  00 

$11 _ 

$12 _ 

27.  50 

54.  50 

$13 _ 

28.  70 

57.  00 

$14 _ 

29.  80 

59.  50 

$15 _ 

30.  90 

62.  00 

$16 _ 

32.  00 

64.  50 

$17 _ 

33.  10 

66.  50 

$18 _ 

34.  20 

68.  50 

$19 _  . 

35.  20 

70.  50 

$20 _ 

36.  30 

72.  50 

$21 _ 

37.  40 

74.  50 

$22 _  _ 

38.  70 

77.  50 

$23 _ 

40.  30 

82.  50 

$24 _ 

42.  40 

88.  50 

$25 _ 

44.  50 

97.  00 

$26 _ 

46.  30 

106.  00 

$27 _ 

47.  80 

116.  00 

$28.  _  ___  _ 

49.  00 

125.  00 

$29 _ 

50.  00 

133.  00 

$30 _ 

50.  90 

141.  00 

$31 _ 

51.  80 

149.  00 

$32 _  _  ...  _ 

52.  70 

157.  00 

$33 _ _ _ _ _ _ _ _ 

53.  60 

165.  00 

$34 _ 

54.  50 

173.  00 

$35 _ 

55.  40 

181.  00 

$36 _ 

56.  30 

189.  00 

$37 _  _ 

57.  20 

196.  00 

$38 _  _ 

58.  10 

203.  00 

$39 _  _  _ 

59.  00 

210.  00 

$40 _ 

59.  90 

217.  00 

$41 _ 

60.  80 

224.  00 

$42 _  _ 

61.  70 

231.  00 

$43 _ 

62.  60 

238.  00 

$44 _  _ 

63.  50 

244.  00 

$45 _  _ 

64.  40 

250.  00 

$46 _ 

64.  40 

250.  00 

3  (b)  (1)  The  primary  insurance  amount  of  an  individ- 

4  ual  to  whom  a  primary  insurance  benefit  was  paid  for  any 

5  month  prior  to  1950  shall  (if  he  did  not  die  prior  to  1950) 
G  be  the  amount  in  column  II  of  the  table  (in  subsection  (a) ) 
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which  is  on  the  line  on  which  in  column  I  appears  his  primary 
insurance  benefit  (as  determined  under  subsection  (c)  ) . 

(2)  The  primary  insurance  amount  of  an  individual 
who  was  entitled  to  primary  insurance  benefits  prior  to 
1950  but  who  was  not  paid  a  primary  insurance  benefit  for 
any  month  prior  to  1950  shall  (if  he  did  not  die  prior  to 
1950)  be  determined  under  section  215  of  the  Social  Security 
Act  as  amended  by  this  Act. 

(3)  In  the  case  of  an  individual  who  died  prior  to 
1950  and — 

(A)  to  whom  a  primary  insurance  benefit  was 
paid  for  any  month  prior  to  1950,  or 

(B)  on  the  basis  of  whoso  wages  a  monthly  benefit 
for  any  month  prior  to  1952  was  paid  or  a  lump-sum 
death  payment  was  made, 

the  primary  insurance  amount  of  such  individual  for  January 
1950  and  for  each  month  thereafter  shall  be  the  amount  in 
column  II  of  the  table  which  is  on  the  line  on  which  in 
column  I  appears  his  primary  insurance  benefit.  Such  pri¬ 
mary  insurance  benefit  shall  be  determined  under  title  II 
of  the  Social  Security  Act  as  in  effect  prior  to  the  enact¬ 
ment  of  this  Act;  except  that  in  the  case  of  any  World  War 
II  veteran  the  provisions  of  section  217  (a)  of  the  Social 
Security  Act  as  amended  by  this  Act  shall,  if  it  results  in 
entitlement  to  a  higher  primary  insurance  benefit,  be  appli- 
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cable  in  lieu  of  section  210  of  such  Act  as  in  effect  prior  to 
the  enactment  of  this  Act. 

(4)  In  the  case  of  an  individual  who  died  prior  to 
1950,  to  whom  a  primary  insurance  benefit  was  not  paid, 
and  on  the  basis  of  whose  wages  no  monthly  benefit  for  any 
month  prior  to  1952  was  paid  and  no  lump-sum  death  pay¬ 
ment  was  made,  the  primary  insurance  amount  of  such 
individual  shall  be  determined  under  section  215  of  the 
Social  Security  Act  as  amended  by  this  Act. 

(c)  The  primary  insurance  benefit  of  any  individual 
to  whom  subsection  (b)  (1)  is  applicable  shall  (for  pur¬ 
poses  of  column  I  of  the  table)  be  whichever  of  the  follow¬ 
ing  is  the  larger:  (A)  the  primary  insurance  benefit  paid 
to  such  individual  for  the  last  month  prior  to  1950  for  which 
he  was  paid  such  benefit,  or  (B)  if  the  primary  insurance 
benefit  is  recomputed  b}^  the  Administrator  pursuant  to  the 
following  provisions  of  this  subsection,  the  primary  insurance 
benefit  as  so  recomputed.  For  the  purposes  of  the  preceding 
sentence  the  Administrator  shall  recompute,  without  appli¬ 
cation  therefor,  the  primary  insurance  benefit  for  December 
1949  of  any  individual  to  whom  subsection  (b)  (1)  is 

applicable  if  such  individual  in  such  month  rendered  serv¬ 
ices  for  wages  of  $15  or  more,  or  if  such  individual  is  a 
World  War  II  veteran;  such  recomputation  to  be  made  in 
the  same  manner  as  if  such  individual  had  filed  application 
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1  for,  and  was  entitled  to,  a  recomputation  for  December 

2  1949  under  section  209  (q)  of  the  Social  Security  Act 

3  prior  to  its  amendment  by  this  Act,  except  that  in  making 

4  such  recomputation  section  217  (a)  of  the  Social  Security 

5  Act  as  amended  by  this  Act  shall  be  applicable  if  such 

6  individual  is  a  World  War  II  veteran. 

7  (d)  If  the  primary  insurance  amount  of  an  individual 

8  is  determined  from  the  table,  the  average  monthly  wage  of 

9  such  individual  shall,  for  the  purposes  of  section  203  (a) 

10  of  the  Social  Security  Act  as  amended  by  this  Act,  be  the 

11  amount  which  appears  in  column  III  of  the  table  on  the  line 

12  on  which  appears  in  column  II  the  amount  of  his  primary 
12  insurance  amount.  Such  average  monthly  wage  shall  not, 

14  for  the  purposes  of  such  section  203  (a) ,  be  reduced  as  the 

15  result  of  any  recomputation  of  the  primary  insurance 

16  amount  under  section  215  (g)  of  the  Social  Security  Act 

17  as  amended  by  this  Act. 

18  (e)  In  the  case  of  any  individual  to  whom  paragraph 

19  (1)  or  (3)  of  subsection  (b)  is  applicable  and  the  amount 

20  of  whose  primary  insurance  benefit  falls  between  the 

21  amounts  on  any  two  consecutive  lines  in  column  I  of  the 

22  table,  his  primary  insurance  amount,  and  his  average 

23  monthly  wage  for  the  purposes  of  section  203  (a)  of  the 

24  Social  Security  Act  as  amended  by  this  Act,  shall  be  deter- 

25  mined  in  accordance  with  regulations  of  the  Administrator 
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designed  to  obtain  results  consistent  with  those  obtained 
pursuant  to  subsections  (b)  and  (d)  . 

TITLE  II— AMENDMENTS  TO  INTERNAL 
REVENUE  CODE 

EATE  OF  TAX  ON  WAGES 

Sec.  201.  (a)  Clauses  (2)  and  (3)  of  section  1400  of 
the  Internal  Revenue  Code  are  amended  to  read  as  follows: 

“(2)  With  respect  to  wages  received  during  the 
calendar  year  1950,  the  rate  shall  be  per  centum. 

“(3)  With  respect  to  wages  received  during  the 
calendar  years  1951  to  1959,  both  inclusive,  the  rate 
shall  be  2  per  centum. 

“(4)  With  respect  to  wages  received  during  the 
calendar  years  1960  to  1964,  both  inclusive,  the  rate 
shall  be  2\  per  centum. 

“(5)  With  respect  to  wages  received  during  the 
calendar  years  1965  to  1969,  both  inclusive,  the  rate 
shall  be  3  per  centum. 

“(6)  With  respect  to  wages  received  after  Decem¬ 
ber  31,  1969,  the  rate  shall  be  3f  per  centum.” 

(b)  Clauses  (2)  and  (3)  of  section  1410  of  the  In¬ 
ternal  Revenue  Code  are  amended  to  read  as  follows: 

“  (2)  With  respect  to  wages  paid  during  the  calen¬ 
dar  year  1950,  the  rate  shall  be  ly  per  centum. 
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“  (3)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1951  to  1959,  both  inclusive,  the  rate  shall 
be  2  per  centum. 

“  (4)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1960  to  1964,  both  inclusive,  the  rate  shall 
be  2 %  per  centum. 

“(5)  With  respect  to  wages  paid  during  the  cal¬ 
endar  years  1965  to  1969,  both  inclusive,  the  rate  shall 
be  3  per  centum. 

“(6)  With  respect  to  wages  paid  after  December 
31,  1969,  the  rate  shall  be  3^  per  centum.” 

EXEMPTION  OF  NONPROFIT  ORGANIZATIONS 

Sec.  202.  (a)  Section  1410  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “SEC.  1410.  RATE  OF  TAX.” 
and  inserting  in  lieu  thereof : 

“SEC.  1410.  IMPOSITION  OF  TAX. 

“(a)  Rate  of  Tax.— ” 

and  by  adding  at  the  end  of  such  section  the  following: 

“(b)  Exemption. — For  exemption  of  certain  nonprofit 
organizations  from  the  tax  imposed  by  this  section,  see 
section  1412.” 

[(b)  Part  II  of  subchapter  A  of  chapter  9  of  the 
Internal  Revenue  Code  is  amended  by  adding  at  the  end 
thereof  the  following  new  section : 
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“SEC.  1412.  EXEMPTION  OF  CERTAIN  NONPROFIT  OR¬ 
GANIZATIONS. 

“(a)  Exemption. — Any  employer  which  is  a  cor¬ 
poration,  community  chest,  fund,  or  foundation,  organized 
and  operated  exclusively  for  religious,  charitable,  scientific, 
literary,  or  educational  purposes,  or  for  the  prevention  of 
cruelty  to  children  or  animals,  no  part  of  the  net  earnings 
of  which  mures  to  the  benefit  of  any  private  shareholder 
or  individual,  and  no  substantial  part  of  the  activities  of 
which  is  carrying  on  propaganda,  or  otherwise  attempting, 
to  influence  legislation,  shall  he  exempt  from  the  tax  imposed 
by  section  1410;  hut  such  exemption  shall  not  be  applicable 
with  respect  to  wages  paid  by  such  employer  during  the 
period  for  which  a  waiver,  filed  by  such  employer  pursuant 
to  subsection  (b)  of  this  section,  is  in  effect. 

“(b)  Waiver  of  Exemption. — An  employer  de¬ 
scribed  in  subsection  (a)  may  waive  its  exemption  from 
the  tax  imposed  by  section  1410  by  filing  a  waiver  thereof 
in  such  form  and  manner,  and  with  such  official,  as  may  be 
prescribed  by  regulations  made  under  this  subchapter. 
Such  waiver  shall  be  effective  for  the  period  begin¬ 
ning  with  the  first  day  following  the  close  of  the  cal¬ 
endar  quarter  in  which  such  waiver  is  filed,  hut  in  no  case 
shall  such  period  begin  prior  to  January  1,  1950.  The 
period  covered  by  such  waiver  may  be  terminated  by  the 


1 

2 

8 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


126 


employer,  effective  at  the  end  of  a  calendar  quarter,  upon 
giving  two  years’  advance  notice  in  writing,  but  only  if 
the  waiver  has  been  in  effect  for  not  less  than  five  years 
prior  to  the  receipt  of  such  notice.  Such  notice  of  termina¬ 
tion  may  be  revoked  by  the  employer  by  giving,  prior  to 

the  close  of  the  calendar  quarter  specified  in  the  notice  of 

termination,  a  written  notice  of  such  revocation.  Notice  of 
termination  or  of  revocation  thereof  shall  be  filed  in  such 

form  and  manner,  and  with  such  official,  as  may  be  pre¬ 

scribed  by  regulations  made  under  this  subchapter. 

"(c)  Termination  op  Waiver  Period  by  Commis¬ 
sioner. — If  the  Commissioner  finds  that  any  employer 
which  filed  a  waiver  pursuant  to  this  section  has  failed  to 
comply  substantially  with  the  requirements  of  this  sub¬ 
chapter  or  is  no  longer  able  to  comply  therewith,  the  Com¬ 
missioner  shall  give  such  employer  not  less  than  sixty  days’ 
advance  notice  in  writing  that  the  period  covered  by  such 
waiver  will  terminate  at  the  end  of  the  calendar  quarter 
specified  in  such  notice.  Such  notice  of  termination  may 
be  revoked  by  the  Commissioner  by  giving,  prior  to  the 
close  of  the  calendar  quarter  specified  in  the  notice  of  ter¬ 
mination,  written  notice  of  such  revocation  to  the  employer. 
No  notice  of  termination  or  of  revocation  thereof  shall  be 
given  under  this  subsection  to  an  employer  without  the  prior 
concurrence  of  the  Federal  Security  Administrator. 
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“(d)  No  Renewal  of  Waiver— In  the  event  the 
period  covered  by  a  waiver  filed  pursuant  to  this  section  is 
terminated  by  the  employer,  no  waiver  may  again  he  made 
by  such  employer  pursuant  to  this  section.” 

(c)  The  amendments  made  by  this  section  shall  he 
applicable  only  with  respect  to  remuneration  paid  after  1949. 

FEDERAL  SERVICE 

Sec.  203.  (a)  Part  II  of  subchapter  A  of  chapter  9 
of  the  Internal  Revenue  Code  is  amended  by  adding  after 
section  1412  (added  by  section  202  of  this  Act)  the  follow¬ 
ing  new  section: 

“SEC.  1413.  INSTRUMENTALITIES  OF  THE  UNITED  STATES. 

“Notwithstanding  any  other  provision  of  law  (whether 
enacted  before  or  after  the  enactment  of  this  section)  which 
grants  to  any  instrumentality  of  the  United  States  an  exemp¬ 
tion  from  taxation,  such  instrumentality  shall  not  be  exempt 
from  the  tax  imposed  by  section  1410  unless  such  other  pro¬ 
vision  of  law  grants  a  specific  exemption,  by  reference  to 
section  1410,  from  the  tax  imposed  by  such  section.” 

(b)  Section  1420  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection : 

“(e)  Federal  Service.— In  the  case  of  the  taxes  im¬ 
posed  by  this  subchapter  with  respect  to  service  performed 
in  the  employ  of  the  United  States  or  in  the  employ  of 
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any  instrumentality  which  is  wholly  owned  by  the  United 
States,  the  determination  whether  an  individual  has  per¬ 
formed  service  which  constitutes  employment  as  defined 
in  section  1426,  the  determination  of  the  amount  of  remu¬ 
neration  for  such  service  which  constitutes  wages  as  defined 
in  such  section,  and  the  return  and  payment  of  the  taxes  im¬ 
posed  by  this  subchapter,  shall  be  made  by  the  head  of  the 
Federal  agency  or  instrumentality  having  the  control  of  such 
service,  or  by  such  agents  as  such  head  may  designate.  The 
person  making  such  return  may,  for  convenience  of  adminis¬ 
tration,  make  payments  of  the  tax  imposed  under  section 
1410  with  respect  to  such  service  without  regard  to  the 
$3,600  limitation  in  section  1426  (a)  (1) ,  and  he  shall  not 
be  required  to  obtain  a  refund  of  the  tax  paid  under  section 
1410  on  that  part  of  the  remuneration  not  included  in  wages 
by  reason  of  section  1426  (a)  (1).  The  provisions  of  this 
subsection  shall  be  applicable  in  the  case  of  service  per¬ 
formed  by  a  civilian  employee,  not  compensated  from  funds 
appropriated  by  the  Congress,  in  the  Army  and  Air  Force 
Exchange  Service,  Army  and  Air  Force  Motion  Picture 
Service,  Navy  Ship’s  Service  Stores,  Marine  Corps  Post  Ex¬ 
changes,  or  other  activities,  conducted  by  an  instrumentality 
of  the  United  States  subject  to  the  jurisdiction  of  the  Secrc 
tary  of  Defense,  at  installations  of  the  National  Military 
Establishment  for  the  comfort,  pleasure,  contentment,  and 
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mental  and  physical  Improvement  of  personnel  of  such 
Establishment;  and  for  purposes  of  this  subsection  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of 
such  instrumentality.” 

(c)  Section  1411  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
sentence:  “For  the  purposes  of  this  section,  in  the  case  of 
remuneration  received  from  the  United  States  or  a  wholly 
owned  instrumentality  thereof  during  any  calendar  year 
after  the  calendar  year  1949,  each  head  of  a  Federal  agency 
or  instrumentality  who  makes  a  return  pursuant  to  section 
1420  (e)  and  each  agent,  designated  by  the  head  of  a 
Federal  agency  or  instrumentality,  who  makes  a  return 
pursuant  to  such  section  shall  be  deemed  a  separate 
employer.”. 

(d)  The  amendments  made  by  this  section  shall  be 
applicable  only  with  respect  to  remuneration  paid  after 
1949. 

DEFINITION  OF  WAGES 

Sec.  204.  (a)  Section  1426  (a)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(a)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu- 
II.  R.  6000 - 9 
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neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  not  include — 

“  ( 1 )  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$3,600  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year, 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate  unit  of  a  trade 
or  business  of  a  predecessor,  and  immediately  after  the 
acquisition  emplo}’s  in  his  trade  or  business  an  individual 
who  immediately  prior  to  the  acquisition  was  employed 
in  the  trade  or  business  of  such  predecessor,  then,  for 
the  purpose  of  determining  whether  such  employer  has 
paid  remuneration  (other  than  remuneration  referred 
to  in  the  succeeding  paragraphs  of  this  subsection)  with 
respect  to  employment  equal  to  $3,600  to  such  indi¬ 
vidual  during  such  calendar  year,  any  remuneration 
with  respect  to  employment  paid  (or  considered  under 
this  paragraph  as  having  been  paid)  to  such  individual 
by  such  predecessor  during  such  calendar  year  and  prior 
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to  such  acquisition  shall  be  considered  as  having  been 
paid  by  such  employer; 

“  (2)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his  em¬ 
ployees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide  for 
any  such  payment) ,  on  account  of  (A)  retirement,  or 
(B)  sickness  or  accident  disability,  or.  (C)  medical  or 
hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  or  (D)  death; 

“(3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement  ; 

“  (4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses 
in  connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer; 

u  (5)  Any  payment  made  to,  or  on  behalf  of,  an 


132 


1  employee  (A)  from  or  to  a  trust  exempt  from  tax 

2  under  section  165  (a)  at  the  time  of  such  payment 

3  unless  such  payment  is  made  to  an  employee  of  the 

4  trust  as  remuneration  for  services  rendered  as  such 

5  employee  and  not  as  a  beneficiary  of  the  trust,  or  (B) 

6  under  or  to  an  annuity  plan  which,  at  the  time  of  such 

7  payment,  meets  the  requirements  of  section  165  (a) 

8  (3),  (4),  (5), and  (6); 

9  “(6)  The  payment  by  an  employer  (without  de- 

10  duction  from  the  remuneration  of  the  employee)  (A)’ 

11  of  the  tax  imposed  upon  an  employee  under  section 

12  1400,  or  (B)  of  any  payment  required  from  an  employee 

13  under  a  State  unemployment  compensation  law; 

14  “  ( 7 )  Eemuneration  paid  in  any  medium  other  than 

15  cash  to  an  employee  for  service  not  in  the  course  of  the 

16  employer’s  trade  or  business  (including  domestic  service 

17  in  a  private  home  of  the  employer)  ;  or 

18  “(8)  Any  payment  (other  than  vacation  or  sick 

19  pay)  made  to  an  employee  after  the  month  in  which  he 

20  attains  the  age  of  sixty-five,  if  he  did  not  work  for  the 

21  employer  in  the  period  for  which  such  payment  is  made. 

22  Tips  and  other  cash  remuneration  customarily  received  by 

23  an  employee  in  the  course  of  his  employment  from  persons 

24  other  than  the  person  employing  him  shall,  for  the  purposes 

25  of  this  subchapter,  be  considered  as  remuneration  paid  to 
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1  him  by  his  employer;  except  that,  in  the  case  of  tips,  only 

2  so  much  of  the  amount  thereof  received  during  any  calendar 

3  quarter  as  the  employee,  before  the  expiration  of  ten  days 

4  after  the  close  of  such  quarter,  reports  in  writing  to  his 

5  employer  as  having  been  received  by  him  in  such  quarter 

6  shall  be  considered  as  remuneration  paid  by  his  employer, 

7  and  the  amount  so  reported  shall  be  considered  as  having 

8  been  paid  to  him  by  his  employer  on  the  date  on  which 

9  such  report  is  made  to  the  employer.” 

10  (b)  So  much  of  section  1401  (d)  (2)  of  the  Internal 

11  Revenue  Code  as  precedes  the  second  sentence  thereof  is 

12  amended  to  read  as  follows: 

12  “(2)  Wages  received  during  1947,  1948,  and 

14  1949. — If  by  reason  of  an  employee  receiving  wages 

15  from  more  than  one  employer  during  the  calendar  year 

16  1947,  1948,  or  1949,  the  wages  received  by  him  dur- 

17  ing  such  year  exceed  $3,000,  the  employee  shall  be 

18  entitled  to  a  refund  of  any  amount  of  tax,  with  respect 

19  to  such  wages,  imposed  by  section  1400  and  deducted 

20  from  the  employee’s  wages  (whether  or  not  paid  to  the 

21  collector) ,  which  exceeds  the  tax  with  respect  to  the 

22  first  $3,000  of  such  wages  received.” 

23  (c)  Section  1401  (d)  of  the  Internal  Revenue  Code 

24  is  amended  by  adding  at  the  end  thereof  the  following  new 
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1  “(3).  Wages  eeceived  aetee  1949— If  by  rea- 

2  son  of  an  employee  receiving  wages  from  more  than 

3  one  employer  during  any  calendar  year  after  the  calendar 

4  year  1949,  the  wages  received  by  him  during  such  year 

5  exceed  $3,600,  the  employee  shall  be  entitled  to  a  refund 

6  of  any  amount  of  tax,  with  respect  to  such  wages,  im- 

7  posed  by  section  1400  and  deducted  from  the  employee’s 

8  wages  (whether  or  not  paid  to  the  collector),  which 

9  exceeds  the  tax  with  respect  to  the  first  $3,600  of  such 

10  wages  received.  Refund  under  this  section  may  be 

11  made  in  accordance  with  the  provisions  of  law  applicable 

12  in  the  case  of  erroneous  or  illegal  collection  of  the  tax; 

13  except  that  no  such  refund  shall  be  made  unless  (A)  the 

14  employee  makes  a  claim,  establishing  his  right  thereto, 

15  after  the  calendar  year  in  which  the  wages  were  re- 

16  ceived  with  respect  to  which  refund  of  tax  is  claimed, 

17  and  (B)  such  claim  is  made  within  two  years  after 

18  the  calendar  year  in  which  such  wages  were  received. 

19  No  interest  shall  be  allowed  or  paid  with  respect  to 

20  any  such  refund. 

21  “  (4)  Special  eules  in  the  case  of  federal 

22  AND  STATE  EMPLOYEES. — 

23  ‘'  (A)  Federal  Employees. — In  the  case  of  re- 

21  numeration  received  from  the  United  States  or  a 

wholly  owned  instrumentality  thereof  during  any 
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calendar  year  after  the  calendar  year  1949,  each 
head  of  a  Federal  agency  or  instrumentality  who 
makes  a  return  pursuant  to  section  1420  (e)  and 
each  agent,  designated  by  the  head  of  a  Federal 
agency  or  instrumentality,  who  makes  a  return  pur¬ 
suant  to  such  section  shall,  •  for  the  purposes  of 
subsection  (c)  and  paragraph  (3)  of  this  subsec¬ 
tion,  he  deemed  a  separate  employer;  and  the  term 
‘wages'  includes,  for  the  purposes  of  paragraph  (3) 
of  this  subsection,  the  amount,  not  to  exceed  $3,600, 
determined  by  each  such  head  or  agent  as  consti¬ 
tuting  wages  paid  to  an  employee. 

“(B)  State  Employees. — For  the  purposes  of 
paragraph  (3)  of  this  subsection,  in  the  case  of 
remuneration  received  during  any  calendar  year 
after  the  calendar  year  1949,  the  term  ‘wages’ 
includes  remuneration  for  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act;  the  term  ‘employer’  includes 
a  State  or  any  political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of  the  foregoing; 
the  term  ‘tax’  or  ‘tax  imposed  by  section  1400’ 
includes,  in  the  case  of  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act,  an  amount  equivalent  to  the 
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tax  which  would  be  imposed  by  section  1400,  if 
such  services  constituted  employment  as  defined  in 
section  1426;  and  the  provisions  of  paragraph  (3) 
of  this  subsection  shall  apply  whether  or  not  any 
amount  deducted  from  the  employee’s  remuneration 
as  a  result  of  an  agreement  made  pursuant  to  sec¬ 
tion  218  of  the  Social  Security  Act  has  been  paid 
to  the  Secretary  of  the  Treasury.” 

(d)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  only  with  respect  to  remuneration 
paid  after  1949.  In  the  case  of  remuneration  paid  prior  to 
1950,  the  determination  under  section  1426  (a)  (1)  of  the 
Internal  Revenue  Code  (prior  to  its  amendment  by  this 
Act)  of  whether  or  not  such  remuneration  constituted  wages 
shall  be  made  as  if  subsection  (a)  of  this  section  had  not 
been  enacted  and  without  inferences  drawn  from  the  fact 
that  the  amendment  made  by  subsection  (a)  is  not  made 
applicable  to  periods  prior  to  1950. 

DEFINITION  OF  EMPLOYMENT 

Sec.  205.  (a)  Effective  January  1,  1950,  section  1426 
(b)  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“(b)  Employment. — The  term  ‘employment’  means 
any  service  performed  after  1936  and  prior  to  1950 
which  was  employment  for  the  purposes  of  this  sub- 
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chapter  under  the  law  applicable  to  the  period  in  which 
such  service  was  performed,  and  any  service,  of  whatever 
nature,  performed  after  1949  either  (A)  by  an  employee 
for  the  person  employing  him,  irrespective  of  the  citizen¬ 
ship  or  residence  of  either,  (i)  within  the  United  States,  or 
(ii)  on  or  in  connection  with  an  American  vessel  or  Amer¬ 
ican  aircraft  under  a  contract  of  service  which  is  entered  into 
within  the  United  States  or  during  the  performance  of 
which  the  vessel  or  aircraft  touches  at  a  port  in  the  United 
States,  if  the  emploj^ee  is  employed  on  and  in  connection 
with  such  vessel  or  aircraft  when  outside  the  United  States, 
or  (B)  outside  the  United  States  by  a  citizen  of  the  United 
States  as  an  employee  for  an  American  employer  (as  defined 
in  subsection  (i)  of  this  section)  ;  except  that,  in  the  case  of 
service  performed  after  1949,  such  term  shall  not  include — 

“(1)  Agricultural  labor  (as  defined  in  subsection 
(h)  of  this  section)  ; 

“(2)  (A)  Service  not  in  the  course  of  the  em¬ 

ployer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a  farm 
operated  for  profit; 

“(B)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 
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“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter.  As  used 
in  this  paragraph,  the  term  “service  not  in  the  course 
of  the  employer’s  trade  or  business”  includes  domestic 
service  in  a  private  home  of  the  employer; 

“  (4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother; 

“(5)  Service  performed  by  an  individual  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  or 
on  or  in  connection  with  an  aircraft  not  an  American 
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aircraft,  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States ; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumen¬ 
tality  is  exempt  from  the  tax  imposed  by  section  1410 
by  virtue  of  any  provision  of  law  which  specifically 
refers  to  such  section  in  granting  such  exemption; 

“(7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned  by 
the  United  States,  but  only  if  (i)  such  service  is  covered 
by  a  retirement  system,  established  by  a  law  of  the 
United  States,  for  employees  of  the  United  States  or  of 
such  instrumentality,  or  (ii)  such  service  is  performed — 

“(A)  by  the  President  or  Vice  President  of 
the  United  States  or  by  a  Member,  Delegate,  or 
Resident  Commissioner,  of  or  to  the  Congress ; 

‘‘(B)  in  the  legislative  branch; 

“(C)  in  the  field  service  of  the  Post  Office 
Department ; 

“  (D)  in  or  under  the  Bureau  of  the  Census  of 
the  Department  of  Commerce  by  temporary  em¬ 
ployees  employed  for  the  taking  of  any  census; 

“(E)  by  any  employee  who  Is  excluded  by 
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Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis; 

“(E)  by  any  employee  receiving  nominal  com¬ 
pensation  of  $12  or  less  per  annum; 

“(G)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof; 

“(H)  by  any  employee  who  is  excluded  by 
Executive  order  from  the  operation  of  the  Civil 
Service  Retirement  x4_ct  of  1930  because  he  is 
serving  under  a  temporary  appointment  pending 
final  determination  of  eligibility  for  permanent  or 
indefinite  appointment ; 

“(I)  by  any  consular  agent  appointed  under 
authority  of  section  551  of  the  Foreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951)  ; 

“(J)  by  any  employee  included  under  section 
2  of  the  Act  of  August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other  student  employees 
of  hospitals  of  the  Federal  Government;  5  U.  S.  C., 
sec.  1052)  ; 

“  (K)  in  the  employ  of  the  Tennessee  Valley 
Authority  in  a  position  which  is  covered  by  a  retire¬ 
ment  system  established  by  such  Authority; 

“  (L)  by  any  employee  serving  on  a  temporary 
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basis  in  case  of  fire,  storm,  earthquake,  flood,  or 
other  emergency;  or 

“  (M)  by  any  employee  who  is  employed 
under  a  Federal  relief  program  to  relieve  him  from 
unemployment ; 

“(8)  (A)  Service  (other  than  service  to  which 
subparagraph  (B)  of  this  paragraph  is  applicable) 
performed  in  the  employ  of  a  State,  or  any  political 
subdivision  thereof,  or  any  instrumentality  of  any  one 
or  more  of  the  foregoing  which  is  wholly  owned  by  one 
or  more  States  or  political  subdivisions; 

“(B)  Service  performed  in  the  employ  of  any 
political  subdivision  of  a  State  in  connection  with  the 
operation  of  any  public  transportation  system  unless  such 
service  is  performed  by  an  employee  whose  service  is 
not  included  under  an  agreement  entered  into  pursuant 
to  the  provisions  of  section  218  of  the  Social  Security 
Act  and  who — 

“  (i)  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  1936  of  such  transportation  system 
or  any  part  thereof;  and 

“(ii)  prior  to  such  acquisition  rendered  serv¬ 
ices  which  constituted  employment  in  connection 
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with  the  operation  of  such  transportation  system  or 
part  thereof. 

In  the  case  of  an  employee  described  in  clauses  (i)  and 
(ii)  who  became  such  an  employee  in  connection  with 
an  acquisition  made  prior  to  1950,  this  subparagraph 
shall  not  be  applicable  with  respect  to  such  employee 
if  the  political  subdivision  employing  him  files  with  £ie 
Commissioner  prior  to  January  1,  1950,  a  statement 
that  it  does  not  favor  the  inclusion  under  this  subpara¬ 
graph  of  any  individual  who  became  an  employee  in 
connection  with  such  acquisitions  made  prior  to  1950. 
For  the  purposes  of  this  subparagraph  the  term  ‘political 
subdivision’  includes  an  instrumentality  of  one  or  more 
political  subdivisions  of  a  State; 

“(9)  Service  performed  by  a  duly  ordained,  com¬ 
missioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  bv  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order; 

“(10)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  defined  in 
section  1532; 

“(11)  (A)  Service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from 
income  tax  under  section  101,  if  the  remuneration  for 
such  service  is  less  than  $100; 
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“(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by 
a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  university; 

“(12)  Service  performed  in  the  employ  of  a  foreign 
government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative)  ; 

“(13)  Service  performed  in  the  employ  of  an  in¬ 
strumentality  wholly  owned  by  a  foreign  government — 
“(A)  If  the  service  is  of  a  character  similar 
to  that  performed  in  foreign  countries  by  employees 
of  the  United  States  Government  or  of  an  instru¬ 
mentality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
employees  thereof  exemption  is  claimed,  grants  an 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
the  United  States  Government  and  of  instrumen¬ 
talities  thereof; 

“  (14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
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pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law ; 

“(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity),  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  ; 

“(16)  (A)  Service  performed  by  an  individual 

under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution ; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
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ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him 
at  a  fixed  price,  his  compensation  being  based  on  the 
retention  of  the  excess  of  such  price  over  the  amount 
at  which  the  newspapers  or  magazines  are  charged  to 
him,  whether  or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  service,  or  is  entitled 
to  be  credited  with  the  unsold  newspapers  or  magazines 
turned  back; 

“(17)  Service  performed  in  the  employ  of  an 
international  organization ;  or 

“(18)  Service  performed  by  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,  off  the  premises  of  such  person,  under  an  arrange¬ 
ment  whereby  such  individual  receives  his  entire  re¬ 
muneration  (other  than  prizes)  for  such  service  directly 
from  the  purchasers  of  such  goods  or  commodities,  if  such 
person  makes  no  provision  (other  than  by  correspond¬ 
ence)  with  respect  to  the  training  of  such  individual  for 
the  performance  of  such  service  and  imposes  no  require¬ 
ment  upon  such  individual  with  respect  to  (A)  the  fit¬ 
ness  of  such  individual  to  perform  such  service,  (B)  the 
geographical  area  in  which  such  service  is  to  be  per¬ 
formed,  (C)  the  volume  of  goods  or  commodities  to  be 
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sold  or  distributed,  or  (D)  the  selection  or  solicitation  o! 
customers/' 

(b)  Effective  January  1,  1950,  section  1426  (e)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(e)  State,  Etc. — 

“(1)  The  term  ‘State'  includes  Alaska,  Hawaii, 
the  District  of  Columbia,  and  the  Virgin  Islands ;  and  on 
and  after  the  effective  date  specified  in  section  1633  such 
term  includes  Puerto  Rico. 

“(2)  United  States. — The  term  ‘United  States' 
when  used  in  a  geographical  sense  includes  the  Virgin 
Islands;  and  on  and  after  the  effective  date  specified  in 
section  1633  such  term  includes  Puerto  Rico. 

“(3)  Citizen. — An  individual  who  is  a  citizen  of 
Puerto  Rico  (but  not  otherwise  a  citizen  of  the  United 
States)  and  who  is  not  a  resident  of  the  United 
States  shall  not  be  considered,  for  the  purposes  of  this 
section,  as  a  citizen  of  the  United  States  prior  to  the 
effective  date  specified  in  section  1633." 

(c)  Section  1426  (g)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  “(g)  American  Vessel. — "  and 
inserting  in  lieu  thereof  “(g)  American  Vessel  and  Air¬ 
craft. — ",  and  by  striking  out  the  period  at  the  end  of  such 
subsection  and  inserting  in  lieu  thereof  the  following :  “ ;  and 
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tlie  term  ‘American  aircraft’  means  an  aircraft  registered 
under  the  laws  of  the  United  States.” 

[(d)  Section  1426  (h)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“(h)  Agricultural  Labor— The  term  ‘agricultural 
labor’  includes  all  services  performed — 

“  ( 1 )  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultry,  and  fur-hearing  animals  and  wildlife. 

“  (2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“(3)  In  connection  with  the  production  or  har¬ 
vesting  of  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agricultural  Mar¬ 
keting  Act,  as  amended,  or  in  connection  with  the 
ginning  of  cotton. 
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“  (4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to 
storage  or  to  market  or  to  a  carrier  for  transportation  to 
market,  in  its  unmanufactured  state,  any  agricultural  or 
horticultural  commodity;  but  only  if  such  operator  pro¬ 
duced  more  than  one-half  of  the  commodity  with  respect 
to  which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (A) , 
but  only  if  such  operators  produced  all  of  the  com¬ 
modity  with  respect  to  which  such  service  is  performed. 
For  the  purposes  of  this  subparagraph,  any  unincor¬ 
porated  group  of  operators  shall  be  deemed  a  coopera¬ 
tive  organization  if  the  number  of  operators  comprising 
such  group  is  more  than  twenty  at  any  time  during 
the  calendar  quarter  in  which  such  service  is  performed. 

“(C)  The  provisions  of  subparagraphs  (A)  and 
(B)  shall  not  be  deemed  to  be  applicable  with  respect 
to  service  performed  in  connection  with  commercial 
canning  or  commercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  commodity  after  its 
delivery  to  a  terminal  market  for  distribution  for 
consumption. 
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As  used  in  this  section,  the  term  ‘farm’  includes  stock, 
dairy,  poultry,  fruit,  fur-bearing  animal,  and  truck  farms, 
plantations,  ranches,  nurseries,  ranges,  greenhouses  or  other 
similar  structures  used  primarily  for  the  raising  of  agricul¬ 
tural  or  horticultural  commodities,  and  orchards.” 

(e)  Section  1426  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  subsections  (i)  and  (j)  and  insert¬ 
ing  in  lieu  thereof  the  following : 

“  (i)  American  Employer.— The  term  'American 
employer’  means  an  employer  which  is  (1)  the  United 
States  or  any  instrumentality  thereof,  (2)  an  individual 
who  is  a  resident  of  the  United  States,  (3)  a  partnership, 
if  two-thirds  or  more  of  the  partners  are  residents  of  the 
United  States,  (4)  a  trust,  if  all  of  the  trustees  are  residents 
of  the  United  States,  or  (5)  a  corporation  organized  under 
the  laws  of  the  United  States  or  of  any  State.” 

(f)  Section  1426  (c)  of  the  Internal  Revenue  Code  is 

amended  by  striking  out  "paragraph  (9)  ”  and  inserting  in 
lieu  thereof  "paragraph  (10)”.  , 

(g)  The  amendments  made  by  subsections  (c),  (d)  , 
(e),  and  (f)  of  this  section  shall  be  applicable  only  with 
respect  to  services  performed  after  1949. 

DEFINITION  OF  EMPLOYEE 

t 

Sec.  206.  (a)  Section  1426  (d)  of  the  Internal  Reve¬ 
nue  Code  is  hereby  amended  to  read  as  follows: 
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“(d)  Employee. — The  term  ‘employee’  means — 

“  ( 1 )  any  officer  of  a  corporation ;  or 
“(2)  any  individual  who,  under  the  usual  com¬ 
mon  law  rules  applicable  in  determining  the  employer- 
emplo}Tee  relationship,  has  the  status  of  an  employee. 
For  purposes  of  this  paragraph,  if  an  individual  (either 
alone  or  as  a  member  of  a  group)  performs  service  for 
an}7  other  person  under  a  written  contract  expressly 
reciting  that  such  person  shall  have  complete  control 
over  the  performance  of  such  service  and  that  such  in¬ 
dividual  is  an  employee,  such  individual  with  respect 
to  such  service  shall,  regardless  of  any  modification 
not  in  writing,  be  deemed  an  employee  of  such  person 
(or,  if  such  person  is  an  agent  or  employee  with  re¬ 
spect  to  the  execution  of  such  contract,  the  employee 
of  the  principal  or  employer  of  such  person)  ;  or 

“(3)  any  individual  (other  than  an  individual 
who  is  an  employee  under  paragraph  (1)  or  (2)  of  this 
subsection)  who  performs  services  for  remuneration 
for  any  person — 

“(A)  as  an  outside  salesman  in  the  manufac¬ 
turing  or  wholesale  trade; 

“(B)  as  a  full-time  life  Insurance  salesman; 

"(C)  as  a  driver-lessee  of  a  taxicab; 

“  (D)  as  a  home  worker  on  materials  or  goods 
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which  are  furnished  hy  the  person  for  whom  the 
services  are  performed  and  which  are  required  to  be 
returned  to  such  person  or  to  a  person  designated 
by  him; 

“(E)  as  a  contract-logger; 

“(F)  as  a  lessee  or  licensee  of  space  within 
a  mine  when  substantially  all  of  the  product  of  such 
services  is  required  to  be  sold  or  turned  over  to  the 
lessor  or  licensor;  or 

“(G)  as  a  house-to-house  salesman  if  under 
the  contract  of  service  or  in  fact  such  individual  (i) 
is  required  to  meet  a  minimum  sales  quota,  or  (ii) 
is  expressly  or  impliedly  required  to  furnish  the 
services  with  respect  to  designated  or  regular  cus¬ 
tomers  or  customers  along  a  prescribed  route,  or 
(iii)  is  prohibited  from  furnishing  the  same  or 
similar  services  for  any  other  person — 
if  the  contract  of  service  contemplates  that  substantially 
all  of  such  services  (other  than  the  services  described 
in  subparagraph  (F)  )  are  to  he  performed  personally 
hy  such  individual;  except  that  an  individual  shall  not 
be  included  in  the  term  ‘employee’  under  the  provi¬ 
sions  of  this  paragraph  if  such  individual  has  a  substan¬ 
tial  investment  (other  than  the  investment  by  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 
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tlie  trade,  occupation,  business,  or  profession  with 
respect  to  which  the  services  are  performed,  or  if  the 
services  are  in  the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed;  or 

“(4)  any  individual  who  is  not  an  employee 
under  paragraph  (1),  (2),  or  (3)  of  this  subsection 
but  who,  in  the  performance  of  service  for  any  person 
for  remuneration,  has,  with  respect  to  such  service, 
the  status  of  an  employee,  as  determined  by  the 
combined  effect  of  (A)  control  over  the  individual, 
(B)  permanency  of  the  relationship,  (C)  regularity 
and  frequency  of  performance  of  the  service,  (D)  inte¬ 
gration  of  the  individual’s  work  in  the  business  to  which 
he  renders  service,  (E)  lack  of  skill  required  of  the 
individual,  (F)  lack  of  investment  by  the  individual  in 
facilities  for  work,  and  (G)  lack  of  opportunities  of  the 
individual  for  profit  or  loss.” 

(b)  The  amendment  made  by  this  section  shall  be  ap¬ 
plicable  only  with  respect  to  services  performed  after  1949. 

SELF-EMPLOYMENT  INCOME 
Sec.  207.  (a)  Chapter  9  of  the  Internal  Revenue  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
subchapter : 
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“SUBCHAPTER  F— TAX  ON  SELF-EMPLOYMENT 

INCOME 

“SEC.  1640.  RATE  OF  TAX. 

“In  addition  to  other  taxes,  there  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  beginning'  after  De¬ 
cember  31,  1949,  upon  the  self-employment  income  of  every 
individual,  a  tax  as  follows : 

“  ( 1 )  In  the  case  of  any  taxable  year  beginning 
in  1950,  the  tax  shall  be  equal  to  per  centum  of 

the  amount  of  the  self-employment  income  for  such 
taxable  year. 

“(2)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1950,  and  before  January  1,  1960, 
the  tax  shall  be  equal  to  3  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“  ( 3 )  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1959,  and  before  January  1,  1965, 
the  tax  shall  be  equal  to  3f  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(4)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1964,  and  before  January  1,  1970, 
the  tax  shall  be  equal  to  4-§-  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(5)  In  the  case  of  any  taxable  year  beginning 
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after  December  31,  1969,  the  tax  shall  be  equal  to  4|- 
per  centum  of  the  amount  of  the  self-employment  income 
for  such  taxable  year. 

“SEC.  1641.  DEFINITIONS. 

‘Tor  the  purposes  of  this  subchapter — 

“  (a)  Net  Earnings  From  Self-Employment. — The 
term  ‘net  earnings  from  self-employment’  means  the  gross 
income,  as  computed  under  chapter  1,  derived  by  an  indi¬ 
vidual  from  any  trade  or  business  carried  on  by  such  indi¬ 
vidual,  less  the  deductions  allowed  under  such  chapter  which 
are  attributable  to  such  trade  or  business,  plus  his  distributive 
share  (whether  or  not  distributed)  of  the  net  income  or  loss, 
as  computed  undAr  such  chapter,  from  any  trade  or  busi¬ 
ness  carried  on  by  a  partnership  of  which  he  is  a  member; 
except  that  in  computing  such  gross  income  and  deductions 
and  such  distributive  share  of  partnership  net  income  or 
loss — 

“  ( 1 )  There  shall  be  excluded  rentals  from  real  estate 
(including  personal  property  leased  with  the  real  estate) 
and  deductions  attributable  thereto,  unless  such  rentals 
are  received  in  the  course  of  a  trade  or  business  as  a 
real  estate  dealer; 

“  (2)  There  shall  be  excluded  income  derived  from 
any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  employees,  the  major 
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portion  of  the  services  would  constitute  agricultural  labor 
as  defined  in  section  1426  (h)  ;  and  there  shall  be  ex¬ 
cluded  all  deductions  attributable  to  such  income; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture,  note, 
or  certificate,  or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered  form  by  any  cor¬ 
poration  (including  one  issued  by  a  government  or  po¬ 
litical  subdivision  thereof)  unless  such  dividends  and 
interest  are  received  in  the  course  of  a  trade  or  business 
as  a  dealer  in  stocks  or  securities ; 

“(4)  There  shall  be  excluded  any  gain  or  loss 
(A)  which  is  considered  under  chapter  1  as  gain  or  loss 
from  the  sale  or  exchange  of  a  capital  asset,  (B)  from 
the  cutting  or  disposal  of  timber  if  section  117  (j)  is 
applicable  to  such  gain  or  loss,  or  (0)  from  the  sale, 
exchange,  involuntary  conversion,  or  other  disposition 
of  property  if  such  property  is  neither  (i)  stock  in 
trade  or  other  property  of  a  kind  which  would  properly 
be  includible  in  inventory  if  on  hand  at  the  close  of  the 
taxable  year,  nor  (ii)  property  held  primarily  for  sale 
to  customers  in  the  ordinary  course  of  the  trade  or 
business ; 

“(5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s)  shall  not  be  allowed; 
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“(6)  (A)  If  any  of  the  income  derived  from  a 

trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership)  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the 
gross  income  and  deductions  of  the  wife; 

“(B)  If  any  portion  of  a  partner’s  distributive  share 
of  the  net  income  or  loss  from  a  trade  or  business  carried 
on  by  a  partnership  is  community  income  or  loss  under 
the  community  property  laws  applicable  to  such  share,  all 
of  such  distributive  share  shall  be  included  in  computing 
the  net  earnings  from  self-employment  of  such  partner, 
and  no  part  of  such  share  shall  be  taken  into  account  in 
computing  the  net  earnings  from  self-employment  of  the 
spouse  of  such  partner; 

“  ( 7 )  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  1633, 
(A)  the  term  ‘possession  of  the  United  States’  as  used 
in  section  251  shall  not  include  Puerto  Kico,  and  (B) 
a  citizen  or  resident  of  Puerto  Bico  shall  compute  his 
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1  net  earnings  from  self-employment  in  the  same  manner 

2  as  a  citizen  of  the  United  States  and  without  regard 

3  to  the  provisions  of  section  252 ; 

4  “(8)  There  shall  be  excluded  income  derived  from 

5  a  trade  or  business  of  publishing  a  newspaper  or  other 

6  publication  having  a  paid  circulation,  together  with  the 

7  income  derived  from  other  activities  conducted  in  con- 

8  nection  with  such  trade  or  business;  and  there  shall  be 

9  excluded  all  deductions  attributable  to  such  income. 

10  If  the  taxable  year  of  a  partner  is  different  from  that 

11  of  the  partnership,  the  distributive  share  which  he  is 

12  required  to  include  in  computing  his  net  earnings  from  self- 

13  employment  shall  be  based  upon  the  net  income  or  loss  of 

14  the  partnership  for  any  taxable  year  of  the  partnership 

15  (even  though  beginning  prior  to  January  1,  1950)  end- 
10  ing  within  or  with  his  taxable  year. 

17  “(b)  Self-Employment  Income. — The  term  ‘self- 

18  employment  income’  means  the  net  earnings  from  self- 

19  employment  derived  by  an  individual  (other  than  a  non- 

20  resident  alien  individual)  during  any  taxable  year  beginning 

21  after  December  31,  1949;  except  that  such  term  shall  not 

22  include — 

23  “  ( 1 )  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,600,  minus 
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(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  }7ear ;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

For  the  purposes  of  clause  (1)  the  term  ‘wages’  includes 
remuneration  paid  to  an  employee  if  such  remuneration 
is  for  services  included  under  an  agreement  entered  into 
pursuant  to  the  provisions  of  section  218  of  the  Social 
Security  Act  (relating  to  coverage  of  State  employees) . 
In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  1633,  an  individual  who  is 
a  citizen  of  Puerto  Rico  (but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  or  of  the  Virgin  Islands  during  such  taxable  year  shall 
be  considered,  for  the  purposes  of  this  subsection,  as  a  non¬ 
resident  alien  individual.  An  individual  who  is  not  a  citizen 
of  the  United  States  but  who  is  a  resident  of  the  Virgin 
Islands  or  (after  the  effective  date  specified  in  section  1633) 
a  resident  of  Puerto  Rico  shall  not,  for  the  purposes  of 
this  subsection,  be  considered  to  be  a  nonresident  alien 
individual. 

“(c)  Trade  or  Business. — The  term  ‘trade  or  busi¬ 
ness’,  when  used  with  reference  to  self-employment  income 
or  net  earnings  from  self-employment,  shall  have  the  same 
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meaning  as  when  used  in  section  23,  except  that  such  term 
shall  not  include — 

“  (1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  (other  than  service  described  in  sec¬ 
tion  1426  (b)  (16)  (B)  or  section  1426  (b)  (18) 
performed  by  an  individual  who  has  attained  the  age  of 
eighteen)  ; 

“(3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532; 

“  (4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by 
such  order;  or 

“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome¬ 
trist,  or  as  a  Christian  Science  practitioner,  or  as  an  aero¬ 
nautical,  chemical,  civil,  electrical,  mechanical,  metal¬ 
lurgical,  or  mining  engineer;  or  the  performance  of  such 
service  by  a  partnership. 

“(d)  Employee  and  Wages. — The  term  'employee' 
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and  the  term  ‘wages'  shall  have  the  same  meaning  as  when 
used  in  subchapter  A  of  this  chapter. 

“(e)  Taxable  Year. — The  term  ‘taxable  year’  shall 
have  the  same  meaning  as  when  used  in  chapter  1 ;  and 
the  taxable  }^ear  of  any  individual  shall  be  a  calendar  year 
unless  he  has  a  different  taxable  year  for  the  purposes  of 
chapter  1,  in  which  case  his  taxable  }rear  for  the  purposes 
of  this  subchapter  shall  be  the  same  as  his  taxable  year  under 
chapter  1. 

“SEC.  1642.  NONDEDUCTIBILITY  OF  TAX. 

“For  the  purposes  of  the  income  tax  imposed  by  chapter 
1  or  by  any  Act  of  Congress  in  substitution  therefor,  the 
tax  imposed  by  section  1640  shall  not  be  allowed  as  a  deduc¬ 
tion  to  the  taxpayer  in  computing  his  net  income  for  any 
taxable  year. 

“SEC.  1643.  COLLECTION  AND  PAYMENT  OF  TAX. 

“  (a)  Administration. — The  tax  imposed  by  this  sub¬ 
chapter  shall  be  collected  by  the  Bureau  of  Internal  Revenue 
under  the  direction  of  the  Secretary  and  shall  be  paid  into 
the  Treasury  of  the  United  States  as  internal  revenue  collec¬ 
tions. 

“  (b)  Addition  to  Tax  in  Case  of  Delinquency.— 
If  the  tax  is  not  paid  when  due,  there  shall  be  added,  as  part 
of  the  tax,  Interest  at  the  rate  of  6  per  centum  per  annum 
from  the  date  the  tax  became  due  until  paid. 
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“(c)  Method  of  Collection  and  Payment— Such 
tax  shall  be  collected  and  paid  in  such  manner,  at  such  times, 
and  under  such  conditions,  not  inconsistent  with  this  sub- 
chapter,  as  may  be  prescribed  by  the  Commissioner  with 
the  approval  of  the  Secretary. 

“(d)  Fractional  Parts  of  a  Cent— In  the  pay¬ 
ment  of  any  tax  under  this  subchapter  a  fractional  part  of 
a  cent  shall  be  disregarded  unless  it  amounts  to  one-half  cent 
or  more,  in  which  case  it  shall  be  increased  to  one  cent. 
“SEC.  1644.  OVERPAYMENTS  AND  UNDERPAYMENTS. 

“If  more  or  less  than  the  correct  amount  of  tax  imposed 
by  section  1640  is  paid  with  respect  to  any  taxable  year,  the 
amount  of  the  overpayment  shall  be  refunded,  and  the 
amount  of  the  underpayment  shall  be  collected,  in  such  man¬ 
ner  and  at  such  times  (subject  to  the  applicable  statute  of 
limitations  provided  in  section  3312  or  3313)  as  may  be 
prescribed  by  regulations  made  under  this  subchapter. 

“SEC.  1645.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  make  and  publish  such  rules  and  regulations  as  may  be 
necessary  for  the  enforcement  of  this  subchapter. 

“SEC.  1646.  OTHER  LAWS  APPLICABLE. 

“All  provisions  of  law  (including  penalties  and  statutes 
of  limitations)  applicable  with  respect  to  the  tax  imposed 
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by  section  2700  shall,  insofar  as  applicable  and  not  incon¬ 
sistent  with  the  provisions  of  this  subchapter,  be  applicable 
with  respect  to  the  tax  imposed  by  this  subchapter. 

“SEC.  1647.  TITLE  OF  SUBCHAPTER. 

“This  subchapter  may  be  cited  as  the  ‘Self-Employment 
Contributions  Act’.” 

(b)  Subchapter  E  of  chapter  9  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
newr  sections: 

“SEC.  1633.  EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO. 

“If  the  Governor  of  Puerto  Rico  certifies  to  the  Presi¬ 
dent  of  the  United  States  that  the  legislature  of  Puerto  Rico 
has,  by  concurrent  resolution,  resolved  that  it  desires  the 
extension  to  Puerto  Rico  of  the  provisions  of  title  II  of  the 
Social  Security  Act,  the  effective  date  referred  to  in  sec¬ 
tions  1426  (e),  1641  (a)  (7),  and  1641  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification. 

“SEC.  1634.  COLLECTION  OF  TAXES  IN  VIRGIN  ISLANDS 
AND  PUERTO  RICO. 

“Notwithstanding  any  other  provision  of  law  respecting 
taxation  in  the  Virgin  Islands  or  Puerto  Rico,  all  taxes 
imposed  by  subchapters  A  and  E  of  this  chapter  shall  be 
collected  by  the  Bureau  of  Internal  Revenue  under  the 
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direction  of  the  Secretary  and  shall  be  paid  into  the  Treasury 
of  the  United  States  as  internal  revenue  collections.” 

(c)  Section  3801  of  the  Internal  Revenue  Code  is 
amended  b}7  adding  at  the  end  thereof  the  following  new 
subsection : 

“  (g)  Taxes  Imposed  by  Chapter.  9. — The  provisions 
of  this  section  shall  not  be  construed  to  apply  to  any  tax 
imposed  by  chapter  9.” 

MISCELLANEOUS  AMENDMENTS 

Sec.  208.  (a)  (1)  Section  1607  (b)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(b)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu¬ 
neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  not  include — 

“(1)  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$3,000  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year, 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  during  any  calendar 
year  acquires  substantially  all  the  property  used  in  a 
trade  or  business  of  another  person  (hereinafter  referred 
to  as  a  predecessor)  ,  or  used  in  a  separate  unit  of  a 
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trade  or  business  of  a  predecessor,  and  immediately 
after  the  acquisition  employs  in  his  trade  or  business 
an  individual  who  immediately  prior  to  the  acquisition 
was  employed  in  the  trade  or  business  of  such  prede¬ 
cessor,  then,  for  the  purpose  of  determining  whether 
such  employer  has  paid  remuneration  (other  than 
remuneration  referred  to  in  the  succeeding  paragraphs 
of  this  subsection)  with  respect  to  employment  equal 
to  $3,000  to  such  individual  during  such  calendar  year, 
any  remuneration  with  respect  to  employment  paid  (or 
considered  under  this  paragraph  as  having  been  paid) 
to  such  individual  by  such  predecessor  during  such  cal¬ 
endar  year  and  prior  to  such  acquisition  shall  be  con¬ 
sidered  as  having  been  paid  b}^  such  employer; 

“(2)  The  amount  of  any  payment  made  to,  or  on 
behalf  of,  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or  classes  of  his  em¬ 
ployees  (including  any  amount  paid  by  an  employer 
for  insurance  or  annuities,  or  into  a  fund,  to  provide  for 
any  such  payment),  on  account  of  (A)  retirement,  or 
(B)  sickness  or  accident  disability,  or  (C)  medical  or 
hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  or  (D)  death; 
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“  (3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“  (4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer ; 

“(5)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  (A)  from  or  to  a  trust  exempt  from  tax  under 
section  165  (a)  at  the  time  of  such  payment  unless  such 
payment  is  made  to  an  employee  of  the  trust  as  re¬ 
muneration  for  services  rendered  as  such  employee  and 
not  as  a  beneficiary  of  the  trust,  or  (B)  under  or  to  an 
annuity  plan  which,  at  the  time  of  such  payment,  meets 
the  requirements  of  section  165  (a)  (3),  (4),  (5), 
and  (6)  ; 

“(6)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)  (A) 
of  the  tax  imposed  upon  an  employee  under  section  1400, 
or  (B)  of  any  payment  required  from  an  employee  under 
a  State  unemployment  compensation  law; 
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1  “  (7)  Remuneration  paid  in  any  medium  other  than 

2  cash  to  an  employee  for  service  not  in  the  course  of  the 

3  employer’s  trade  or  business;  or 

4  “(8)  Any  payment  (other  than  vacation  or  sick 

5  pay)  made  to  an  employee  after  the  month  in  which  he 

6  attains  the  age  of  sixty-five,  if  he  did  not  work  for  the 

7  employer  in  the  period  for  which  such  payment  is  made. 

8  Tips  and  other  cash  remuneration  customarily  received  by 

9  an  employee  in  the  course  of  his  employment  from  persons 
16  other  than  the  person  employing  him  shall,  for  the  purposes 
14  of  this  subchapter,  he  considered  as  remuneration  paid  to 
12  him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
18  so  much  of  the  amount  thereof  received  during  any  calendar 

14  quarter  as  the  employee,  before  the  expiration  of  ten  days 

15  after  the  close  of  such  quarter,  reports  in  writing  to  his 

16  employer  as  having  been  received  by  him  in  such  quarter 
IT  shall  he  considered  as  remuneration  paid  by  his  employer, 

18  and  the  amount  so  reported  shall  he  considered  as  having 

19  been  paid  to  him  by  his  employer  on  the  date  on  which 

20  such  report  is  made  to  the  employer.” 

21  (2)  The  amendment  made  by  paragraph  (1)  shall  he 

22  applicable  only  with  respect  to  remuneration  paid  after  1949. 

23  In  the  case  of  remuneration  paid  prior  to  1950,  the  deter- 

24  mination  under  section  1607  (b)  (1)  of  the  Internal 
25*  Revenue  Code  (prior  to  its  amendment  by  this  Act)  of 
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whether  or  not  such  remuneration  constituted  wages  shall  be 
made  as  if  paragraph  (1)  of  this  subsection  had  not  been 
enacted  and  without  inferences  drawn  from  the  fact  that 
the  amendment  made  by  paragraph  (1)  is  not  made  appli¬ 
cable  to  periods  prior  to  1950. 

(b)  (1)  Section  1607  (c)  (3)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter;”. 

(2)  Section  1607  (c)  (10)  (A)  (i)  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “does  not  exceed 
$45”  and  inserting  in  lieu  thereof  “is  less  than  $100”. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


(3)  Section  1607  (c)  (10)  (E)  of  the  Internal 

Revenue  Code  is  amended  by  striking  out  “in  any  calendar 
quarter”  and  by  striking  out  “,  and  the  remuneration  for 
such  service  does  not  exceed  $45  (exclusive  of  room,  board, 
and  tuition) 

(4)  The  amendments  made  by  paragraphs  (1),  (2), 
and  (3)  shall  be  applicable  only  with  respect  to  services 
performed  after  1949. 

(c)  (1)  Section  1621  (a)  (4)  of  the  Internal  Reve¬ 
nue  Code  is  amended  to  read  as  follows : 

“  (4)  for  service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
quarter  only  if  (A)  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  employer’s 
trade  or  business  during  some  portion  of  at  least  twenty- 
six  days  during  such  quarter,  or  (B)  if  such  individual 
was  regularly  employed  (as  determined  under  clause 
(A)  )  by  such  employer  in  the  performance  of  such 
service  during  the  preceding  calendar  quarter;”. 
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(2)  Section  1621  (a)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  paragraph  (9)  thereof  and 
inserting  in  lieu  thereof  the  following: 

“(9)  for  services  performed  by  a  duly  ordained, 
commissioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order ;  or 
“(10)  (A)  for  services  performed  by  an  indi¬ 
vidual  under  the  age  of  eighteen  in  the  delivery  or  dis¬ 
tribution  of  newspapers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for  subsequent 
delivery  or  distribution ;  or 

“(B)  for  services  performed  by  an  individual  in, 
and  at  the  time  of,  the  sale  of  newspapers  or  magazines 
to  ultimate  consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are  to  be  sold  by 
him  at  a  fixed  price,  his  compensation  being  based  on 
the  retention  of  the  excess  of  such  price  over  the 
amount  at  which  the  newspapers  or  magazines  are 
charged  to  him,  whether  or  not  he  is  guaranteed  a 
minimum  amount  of  compensation  for  such  service,  or 
is  entitled  to  be  credited  with  the  unsold  newspapers 
or  magazines  turned  hack. 

Tips  and  other  cash  remuneration  customarily  received  by 
an  employee  in  the  course  of  his  emplojunent  from  persons 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 


170 


other  than  the  person  employing  him  shall,  for  the  purposes 
of  this  subchapter,  be  considered  as  remuneration  paid  to 
him  by  his  employer;  except  that,  in  the  case  of  tips,  only 
so  much  of  the  amount  thereof  received  during  any  calendar 
quarter  as  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  such  quarter,  reports  in  writing  to  his 
employer  as  having  been  received  by  him  in  such  quarter 
shall  be  considered  as  remuneration  paid  by  his  employer, 
and  the  amount  so  reported  shall  be  considered  as  having 
been  paid  to  him  by  his  employer  on  the  date  on  which 
such  report  is  made  to  the  employer.” 

(3)  The  amendments  made  by  paragraphs  (1)  and 
(2)  shall  be  applicable  only  with  respect  to  remuneration 
paid  after  1949. 

(d)  Effective  January  1,  1950,  section  1403  (b)  of 
the  Internal  Revenue  Code  is  amended  by  striking  out  “of 
not  more  than  $5.”  and  inserting  in  lieu  thereof  the  follow¬ 
ing:  “of  $5.  Such  penalty  shall  be  assessed  and  collected 
in  the  same  manner  as  the  tax  imposed  by  section  1410.” 
TITLE  III— AMENDMENTS  TO  PUBLIC  ASSIST¬ 
ANCE  AND  CHILD  WELFARE  PROVISIONS 
OF  THE  SOCIAL  SECURITY  ACT 
Paet  1— Old-Age  Assistance 

REQUIREMENTS  OF  STATE  OLD-AGE  ASSISTANCE  PLANS 
Sec.  301.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  2  of  the  Social  Security  Act  are  amended  to  read : 
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“  (4)  provide  for  granting  an  opportunity  for  a  fair  hearing 
before  the  State  agency  to  any  individual  whose  claim  for 
old-age  assistance  is  denied  or  is  not  acted  upon  within  a 
reasonable  time;  (5)  provide  such  methods  of  administra¬ 
tion  as  are  found  by  the  Administrator  to  be  necessary  for 
the  proper  and  efficient  operation  of  the  plan,  including 

(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis,  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  compensation  of  any  in¬ 
dividual  employed  in  accordance  with  such  methods,  and 

(B)  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan;”. 

(b)  Such  subsection  is  further  amended  by  striking  out 
“and”  before  clause  (8)  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses: 
“(9)  provide  that  all  individuals  wishing  to  make  applica¬ 
tion  for  old-age  assistance  shall  have  opportunity  to  do  so, 
and  that  old-age  assistance  shall  be  furnished  promptly  to  all 
eligible  individuals;  and  (10)  effective  July  1,  1953,  pro¬ 
vide,  if  the  plan  includes  pajunents  to  individuals  in  private 
or  public  institutions,  for  the  establishment  or  designation  of 
a  State  authority  or  authorities  which  shall  be  responsible 
for  establishing  and  maintaining  standards  for  such 
institutions.” 
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(c)  The  amendments  made  by  subsections  (a)  and 
(b)  shall  take  effect  July  1,  1951. 

COMPUTATION  OF  FEDERAL  PORTION  OF  OLD-AGE 

ASSISTANCE 

Sec.  302.  (a)  Section  3  (a)  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“Sec.  3.  (a)  From  the  sums  appropriated  therefor,  the 
Secretary  of  the  Treasury  shall  pay  to  each  State  which  has 
an  approved  plan  for  old-age  assistance,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1949, 
(1)  in  the  case  of  any  State  other  than  Puerto  Eico  and 
the  Virgin  Islands,  an  amount,  which  shall  be  used  ex¬ 
clusively  as  old-age  assistance,  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during 
such  quarter  as  old-age  assistance  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $50— 

“(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $25  multiplied  by  the  total 
number  of  such  individuals  who  received  old-age  assist¬ 
ance  for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A) ,  not  counting  so  much  of  the  expenditures  with 
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respect  to  any  month  as  exceeds  the  product  of  $35 
multiplied  by  the  total  number  of  such  individuals  who 
received  old-age  assistance  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained  under 
clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Rico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  old-age  assist¬ 
ance,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  old-age  assistance  under  the  State 
plan,  not  counting  so  much  of  such  expenditure  with  respect 
to  any  individual  for  any  month  as  exceeds  $30,  and  (3)  in 
the  case  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  during  such  quarter  as  found  necessary 
by  the  Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the  State  plan  or  for  old- 
age  assistance,  or  both,  and  for  no  other  purpose." 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  OLD-AGE  ASSISTANCE 
Sec.  303.  (a)  Section  6  of  the  Social  Security  Act  is 
amended  to  read  as  follows : 

“definition 

“Sec.  6.  For  purposes  of  this  title,  the  term  ‘old-age 
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assistance'  means  money  payments  to  or  medical  care  in 
behalf  of  needy  individuals  who  are  sixty-five  years  of  age  or 
older,  but  does  not  include  money  payments  to  or  medical 
care  in  behalf  of  any  individual  who  is  an  inmate  of  a  public 
institution  (except  as  a  patient  in  a  medical  institution)  and, 
effective  July  1,  1951,  does  not  include  money  payments  to 
or  medical  care  in  behalf  of  any  individual  (a)  who  is  a 
patient  in  an  institution  for  tuberculosis  or  mental  diseases, 
or  (b)  who  has  been  diagnosed  as  having  tuberculosis  or 
phychosis  and  is  a  patient  in  a  medical  institution  as  a  result 
thereof.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  October  1,  1949. 

Part  2 — Aid  to  Dependent  Children 

REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  DEPENDENT 

CHILDREN 

Sec.  321.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  402  of  the  Social  Security  Act  are  amended  to 
read  as  follows:  “(4)  provide  for  granting  an  opportunity 
for  a  fair  hearing  before  the  State  agency  to  any  individual 
whose  claim  for  aid  to  dependent  children  is  denied  or  is 
not  acted  upon  within  a  reasonable  time;  (5)  provide  such 
methods  of  administration  as  are  found  by  the  Administra¬ 
tor  to  be  necessary  for  the  proper  and  efficient  operation 


175 


1  of  the  plan,  including  (A)  methods  relating  to  the  estab- 

2  lishment  and  maintenance  of  personnel  standards  on  a  merit 

3  basis,  except  that  the  Administrator  shall  exercise  no  author- 

4  ity  with  respect  to  the  selection,  tenure  of  office,  and  com- 

5  pensation  of  any  individual  employed  in  accordance  with 

6  such  methods,  and  (B)  a  training  program  for  the  person- 

7  nel  necessary  to  the  administration  of  the  plan;”. 

8  (b)  Such  subsection  is  further  amended  by  striking 

9  out  “and”  before  clause  (8)  thereof,  and  by  striking  out 
the  period  at  the  end  of  such  subsection  and  inserting  in 
lieu  thereof  a  semicolon  and  the  following  new  clauses: 

12  “(9)  provide  that  all  individuals  wishing  to  make  appli- 

12  cation  for  aid  to  dependent  children  shall  have  opportunity 

14  to  do  so,  and  that  aid  to  dependent  children  shall  be 

15  furnished  promptly  to  all  eligible  individuals;  (10)  pro- 

16  vide  for  prompt  notice  to  appropriate  law-enforcement 

17  officials  of  the  furnishing  of  aid  to  dependent  children  in 

18  respect  of  a  child  who  has  been  deserted  or  abandoned  by  a 

19  parent;  and  (11)  provide  that  no  aid  will  be  furnished  any 

20  individual  under  the  plan  with  respect  to  any  period  with 

21  respect  to  which  he  is  receiving  old-age  assistance  under 

22  the  State  plan  approved  under  section  2  of  this  Act.” 

23  (c)  The  amendments  made  by  subsections  (a)  and 

24  (b)  shall  take  effect  July  1,  1951. 
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COMPUTATION  OF  FEDERAL  PORTION  OF  AID  TO 
DEPENDENT  CHILDREN 

Sec.  322.  (a)  Section  403  (a)  of  the  Social  Security 
Act  is  amended  to  read  as  follows : 

“Sec.  403.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  dependent  children,  for 
each  quarter,  beginning  with  the  quarter  commencing  October 
1,  1949,  (1)  in  the  case  of  any  State  other  than  Puerto 
Rico  and  the  Virgin  Islands,  an  amount,  which  shall  be 
used  exclusively  as  aid  to  dependent  children,  equal  to  the 
sum  of  the  following  proportions  of  the  total  amounts  ex¬ 
pended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plan,  not  counting  so  much  of  such  expendi¬ 
ture  with  respect  to  any  dependent  child  for  any  month 
as  exceeds  $27,  or  if  there  is  more  than  one  dependent  child 
in  the  same  home,  as  exceeds  $27  with  respect  to  one  such 
dependent  child  and  $18  with  respect  to  each  of  the  other 
dependent  children,  and  not  counting  so  much  of  such 
expenditure  for  any  month  with  respect  to  a  relative  with 
whom  any  dependent  child  is  living  as  exceeds  $27 — 

“(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $15  multiplied  by  the  total 
number  of  dependent  children  and  other  individuals 
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1  \dtli  respect  to  whom  aid  to  dependent  children  is  paid 

2  for  such  month,  plus 

3  “(B)  one-half  of  the  amount  by  wrhich  such  ex- 

4  penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $21 
multiplied  by  the  total  number  of  dependent  children 
and  other  individuals  with  respect  to  whom  aid  to 
dependent  children  is  paid  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such 
expenditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

13  and  (2)  in  the  case  of  Puerto  Ilico  and  the  Virgin  Islands, 

14  an  amount,  which  shall  be  used  exclusively  as  aid  to  de- 

15  pendent  children,  equal  to  one-half  of  the  total  of  the  sums 

16  expended  during  such  quarter  as  aid  to  dependent  children 

17  under  the  State  plan,  not  counting  so  much  of  such  expendi- 

18  ture  with  respect  to  any  dependent  child  for  any  month  as 

19  exceeds  $18,  or  if  there  is  more  than  one  dependent  child 

20  in  the  same  home,  as  exceeds  $18  with  respect  to  one  such 

21  dependent  child  and  $12  with  respect  to  each  of  the  other 

22  dependent  children,  and  (3)  in  the  case  of  any  State,  an 

23  amount  equal  to  one-half  of  the  total  of  the  sums  expended 

24  during  such  quarter  as  found  necessary  by  the  Administrator 

H.  K.  6000 - 12 
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1  for  the  proper  and  efficient  administration  of  the  State  plan, 

2  which  amount  shall  be  used  for  paying  the  costs  of  admin- 

3  istering  the  State  plan  or  for  aid  to  dependent  children,  or 

4  both,  and  for  no  other  purpose.” 

5  (b)  The  amendment  made  by  subsection  (a)  shall  take 

6  effect  October  1,  1949. 

7  DEFINITION  OF  AID  TO  DEPENDENT  CHILDREN 

8  Sec.  323.  (a)  Section  406  of  the  Social  Security  Act 

9  is  amended  by  striking  out  subsection  (b)  and  inserting  in 

10  lieu  thereof  the  following: 

11  “(b)  The  term ‘aid  to  dependent  children’ means  money 

12  payments  with  respect  to  or  medical  care  in  behalf  of  a 

13  .  dependent  child  or  dependent  children,  and  (except  when 

14  used  in  clause  (2)  of  section  403  (a)  )  includes  money 

15  payments  or  medical  care  for  any  month  to  meet  the  needs 

16  of  the  relative  with  whom  any  dependent  child  is  living 

17  if  money  payments  have  been  made  under  the  State  plan 

18  with  respect  to  such  child  for  such  month; 

19  “(c)  The  term  ‘relative  with  whom  any  dependent 

20  child  is  living’  means  the  individual  who  is  one  of  the 

21  relatives  specified  in  subsection  (a)  and  with  whom  such 

22  child  is  living  (within  the  meaning  of  such  subsection)  in 

23  a  place  of  residence  maintained  by  such  individual  (himself 
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or  together  with  any  one  or  more  of  the  other  relatives  so 
specified)  as  his  (or  their)  own  home.” 

(b)  The  amendment  made  by  subsection  (a)  shall 
take  effect  October  1,  1949. 

Paet  3— Child- Welfare  Services 
Sec.  331.  (a)  Section  521  (a)  of  the  Social  Security 
Act  is  amended  by  striking  out  “$3,500,000”  and  inserting 
in  lieu  thereof  “$7,000,000”,  by  striking  out  “$20,000”  and 
inserting  in  lieu  thereof  “$40,000”,  and  by  striking  out  the 
third  sentence  thereof  and  inserting  in  lieu  of  such  sentence 
the  following :  “The  amount  so  allotted  shall  be  expended  for 
payment  of  part  of  the  cost  of  district,  county,  or  other  local 
child-welfare  services  in  areas  predominantly  rural,  for 
developing  State  services  for  the  encouragement  and  assist¬ 
ance  of  adequate  methods  of  community  child-welfare  or¬ 
ganization  in  areas  predominantly  rural  and  other  areas  of 
special  need,  and  for  paying  the  cost  of  returning  any 
runaway  child  who  has  not  attained  the  age  of  sixteen  to 
his  own  community  in  another  State  in  cases  in  which  such 
return  is  in  the  interest  of  the  child  and  the  cost  thereof 
cannot  otherwise  be  met.” 

(b)  The  amendments  made  by  subsection  (a)  shall  be 
effective  with  respect  to  fiscal  years  beginning  after  June 
30,  1950. 
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Part  4 — Aid  to  the  Blind 

REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  THE  BLIND 

Sec.  841.  (a)  Clauses  (4)  and  (5)  of  subsection  (a) 
of  section  1002  of  tbe  Social  Security  Act  are  amended 
to  read  as  follows:  “(4)  provide  for  granting  an  oppor¬ 
tunity  for  a  fair  hearing  before  the  State  agency  to  any  in¬ 
dividual  whose  claim  for  aid  to  the  blind  is  denied  or  is  not 
acted  upon  within  a  reasonable  time;  (5)  provide  such 
methods  of  administration  as  are  found  by  the  Administrator 
to  be  necessary  for  the  proper  and  efficient  operation  of  the 
plan,  including  (A)  methods  relating  to  the  establishment 
and  maintenance  of  personnel  standards  on  a  merit  basis, 
except  that  the  Administrator  shall  exercise  no  authority 
with  respect  to  the  selection,  tenure  of  office,  and  compensa¬ 
tion  of  any  individual  employed  in  accordance  with  such 
methods,  and  (B)  a  training  program  for  the  personnel 
necessary  to  the  administration  of  the  plan 

(b)  Clause  (7)  of  such  subsection  is  amended  to  read 
as  follows :  “  ( 7 )  provide  that  no  aid  will  be  furnished  any 
individual  under  the  plan  with  respect  to  any  period  with 
respect  to  which  he  is  receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of  this  Act  or  aid  ro 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Act;”. 

(c)  (1)  Effective  for  the  period  beginning  October  1, 
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1949,  and  ending  June  30,  1951,  clause  (8)  of  such 
subsection  is  amended  to  read  as  follows:  “(8)  provide  that 
the  State  agency  shall,  in  determining  need,  take  into  con¬ 
sideration  any  other  income  and  resources  of  an  individual 
«/ 

claiming  aid  to  the  blind;  except  that  the  State  agency  may 
(in  making  such  determination)  disregard  such  amount  of 
earned  income,  not  to  exceed  $50  per  month,  as  the  State 
agency,  administering  that  part  of  the  State  plan  of  voca¬ 
tional  rehabilitation  (approved  under  the  Vocational  Reha¬ 
bilitation  Act  (29  U.  S.  C.,  ch.  4)  )  which  relates  to 
vocational  rehabilitation  of  the  blind,  certifies  will  serve  to 
encourage  or  assist  the  blind  to  prepare  for,  engage  in, 
or  continue  to  engage  in  remunerative  employment  to  the 
maximum  extent  practicable;”. 

(2)  Effective  July  1,  1951,  such  clause  (8)  is  amended 
to  read  as  follows:  “  (8)  provide  that  the  State  agency  shall, 
in  determining  need,  take  into  consideration  the  special 
expenses  arising  from  blindness,  and  any  other  income  and 
resources  of  the  individual  claiming  aid  to  the  blind;  except 
that,  in  determining  need,  the  State  agency  (A)  shall  not 
consider  any  income  or  resources  which  are  not  predictable 
or  are  not  actually  available  to  the  individual,  and  (B)  may 
disregard  such  amount  of  earned  income,  not  to  exceed  $50 
per  month,  as  the  State  agency,  administering  that  part  of 
the  State  plan  of  vocational  rehabilitation  (approved  under 
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the  Vocational  Rehabilitation  Act  (29  U.  S.  C.,  ch.  4)  ) 
which  relates  to  vocational  rehabilitation  of  the  blind, 
certifies  will  serve  to  encourage  or  assist  the  blind  to  prepare 
for,  engage  in,  or  to  continue  to  engage  in  remunerative 
employment  to  the  maximum  extent  practicable 

(d)  Such  subsection  is  further  amended  by  striking  out 
“and”  before  clause  (9)  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses:  “(10) 
provide  that,  in  determining  whether  an  individual  is  blind, 
there  shall  be  an  examination  by  a  physician  skilled  in 
diseases  of  the  eye  or  by  an  optometrist;  (11)  effective 
July  1,  1951,  provide  that  all  individuals  wishing  to  make 
application  for  aid  to  the  blind  shall  have  opportunity  to 
do  so,  and  that  aid  to  the  blind  shall  be  furnished  promptly 
to  all  eligible  individuals;  and  (12)  effective  July  1,  1953, 
provide,  if  the  plan  includes  payments  to  individuals  in 
private  or  public  institutions,  for  the  establishment  or  desig¬ 
nation  of  a  State  authority  or  authorities  which  shall  be 
responsible  for  establishing  and  maintaining  standards  for 
such  institutions.” 

(e)  The  amendments  made  by  subsection  (d)  shall 
take  effect  October  1,  1949;  and  the  amendments  made 
by  subsections  (a)  and  (b)  shall  take  effect  July  1,  1951. 
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RESIDENCE  REQUIREMENT 

Sec.  342.  Subparagraph  (1)  of  section  1002  (b)  of 
the  Social  Security  Act  is  amended  to  read  as  follows : 

“  ( 1 )  Any  residence  requirement  which  excludes 
any  resident  of  the  State  who  has  resided  therein  con¬ 
tinuously  for  one  year  immediately  preceding  the  appli¬ 
cation  for  aid,  except  that  the  State  may  impose, 
effective  until  July  1,  1951,  any  residence  requirement 
which  is  not  in  excess  of  the  requirement  of  residence 
contained  on  July  1,  1949,  in  its  State  plan  approved 
under  this  title  on  or  prior  to  such  date;  or”. 
COMPUTATION  OF  FEDERAL  PORTION  OF  AID  TO  THE  BLIND 

Sec.  343.  (a)  Section  1003  (a)  of  the  Social  Security 
Act  is  amended  to  read  as  follows : 

“Sec.  1003.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the  blind,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1949, 
(1)  in  the  case  of  any  State  other  than  Puerto  Rico  and 
the  Virgin  Islands,  an  amount,  which  shall  be  used  ex¬ 
clusively  as  aid  to  the  blind,  equal  to  the  sum  of  the  fol¬ 
lowing  proportions  of  the  total  amounts  expended  during 
such  quarter  as  aid  to  the  blind  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $50 — 
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“(A)  four-fifths  of  such  expenditures,  not  counting 
so  much  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $25  multiplied  by  the  total 
number  of  such  individuals  who  received  aid  to  the 
blind  for  such  month,  plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $35 
multiplied  by  the  total  number  of  such  individuals  who 
received  aid  to  the  blind  for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Bico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
blind,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  aid  to  the  blind  under  the  State  plan, 
not  counting  so  much  of  such  expenditure  with  respect  to 
arty  individual  for  any  month  as  exceeds  $30,  and  (3)  in 
the  case  of  any  State,  an  amount  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  found 
necessary  by  the  Administrator  for  the  proper  and  efficient 
administration  of  the  State  plan,  which  amount  shall  be 
used  for  paying  the  costs  of  administering  the  State  plan 


1 

2 

O 

O 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


185 


or  for  aid  to  the  blind,  or  both,  and  for  no  other  purpose.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

DEFINITION  OF  AID  TO  THE  BLIND 

Sec.  344.  (a)  Section  1006  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“definition 

“Sec.  1006.  For  purposes  of  this  title,  the  term  ‘aid 
to  the  blind’  means  money  payments  to  or  medical  care  in 
behalf  of  blind  individuals  who  are  needy,  but  does  not  include 
money  payments  to  or  medical  care  in  behalf  of  any  individual 
who  is  an  inmate  of  a  public  institution  (except  as  a  patient 
in  a  medical  institution)  and,  effective  July  1,  1951,  does  not 
include  money  payments  to  or  medical  care  in  behalf  of  any 
individual  (a)  who  is  a  patient  in  an  institution  for  tubercu¬ 
losis  or  mental  diseases,  or  (b)  who  lias  been  diagnosed  as 
having  tuberculosis  or  psychosis  and  is  a  patient  in  a  medical 
institution  as  a  result  thereof.” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1949. 

APPROVAL  OF  CERTAIN  STATE  PLANS 

Sec.  345.  (a)  In  the  case  of  any  State  (as  defined  in 
the  Social  Security  Act,  but  excluding  Puerto  Kico  and  the 
Virgin  Islands)  which  did  not  have  on  January  1,  1949, 
a  State  plan  for  aid  to  the  blind  approved  under  title  X 
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of  the  Social  Security  Act,  the  Administrator  shall  approve 
a  plan  of  such  State  for  aid  to  the  blind  for  purposes  of  such 
title  X,  even  though  it  does  not  meet  the  requirements  of 
clause  (8)  of  section  1002  (a)  of  the  Social  Security  Act, 
if  it  meets  all  other  requirements  of  such  title  X  for  an  ap¬ 
proved  plan  for  aid  to  the  blind ;  but  payments  under  section 
1003  of  the  Social  Security  Act  shall  be  made,  in  the  case 
of  any  such  plan,  only  with  respect  to  expenditures  there¬ 
under  which  would  be  included  as  expenditures  for  purposes 
of  such  section  under  a  plan  approved  under  such  title  X 
without  regard  to  the  provisions  of  this  section. 

(b)  The 'provisions  of  subsection  (a)  shall  be  effective 
only  for  the  period  beginning  October  1,  1949,  and  ending 
June  30,  1953. 

Part  5 — Aid  to  the  Permanently  and  Totally 

Disabled 

Sec.  351.  The  Social  Security  Act  is  further  amended 
by  adding  after  title  XIII  thereof  the  following  new  title: 
“TITLE  XIV— GRANTS  TO  STATES  POP  AID  TO 
THE  PERMANENTLY  AND  TOTALLY  DIS¬ 
ABLED 

“appropriation 

“Sec.  1401.  For  the  purpose  of  enabling  each  State  to 
furnish  financial  assistance,  as  far  as  practicable  under  the 
conditions  in  such  State,  to  needy  individuals  who  are  per- 
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manently  and  totally  disabled,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  30,  1950, 
the  sum  of  $50,000,000,  and  there  is  hereby  authorized  to 
be  appropriated  for  each  fiscal  year  thereafter  a  sum  suffi¬ 
cient  to  carry  out  the  purposes  of  this  title.  The  sums  made 
available  under  this  section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted,  and  had  approved 
by  the  Administrator,  State  plans  for  aid  to  the  permanently 
and  totally  disabled. 

“state  plans  for  aid  to  ttie  permanently  and 

TOTALLY  DISABLED 

“Sec.  1402.  (a)  A  State  plan  for  aid  to  the  per¬ 
manently  and  totally  disabled  must  ( 1 )  provide  that  it  shall 
be  in  effect  in  all  political  subdivisions  of  the  State,  and,  if 
administered  by  them,  be  mandatory  upon  them;  (2)  pro¬ 
vide  for  financial  participation  b}^  the  State;  (3)  either 
provide  for  the  establishment  or  designation  of  a  single  State 
agency  to  administer  the  plan,  or  provide  for  the  establish¬ 
ment  or  designation  of  a  single  State  agency  to  supervise 
the  administration  of  the  plan;  (4)  provide  for  granting  an 
opportunity  for  a  fair  hearing  before  the  State  agency  to  any 

i 

individual  whose  claim  for  aid  to  the  permanently  and 
totally  disabled  is  denied  or  is  not  acted  upon  within  a 
reasonable  time;  (5)  provide  such  methods  of  adminis¬ 
tration  as  are  found  by  the  Administrator  to  be  necessary 
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for  the  proper  and  efficient  operation  of  the  plan,  including 

(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis,  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to  the 
selection,  tenure  of  office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with  such  methods,  and 

(B)  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan;  (6)  provide  that  the  State  agency 
will  make  such  reports,  in  such  form  and  containing  such 
information,  as  the  Administrator  may  from  time  to  time 
require,  and  comply  with  such  provisions  as  the  Admin¬ 
istrator  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports;  (7) 
provide  that  no  aid  will  be  furnished  any  individual  under 
the  plan  with  respect  to  any  period  with  respect  to 
which  he  is  receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of  this  Act,  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Act,  or  aid  to  the  blind  under  the  State 
plan  approved  under  section  1002  of  this  Act;  (8)  provide 
that  the  State  agency  shall,  in  determining  need,  take  into 
consideration  any  other  income  and  resources  of  an  individual 
claiming  aid  to  the  permanently  and  totally  disabled;  (9) 
provide  safeguards  which  restrict  the  use  or  disclosure  of 
information  concerning  applicants  and  recipients  to  purposes 
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directly  connected  with  the  administration  of  aid  to  the 
permanently  and  totally  disabled;  (10)  provide  that  all 
individuals  wishing  to  make  application  for  aid  to  the  per¬ 
manently  and  totally  disabled  shall  have  opportunity  to  do  so, 
and  that  aid  to  the  permanently  and  totally  disabled  shall 
be  furnished  promptly  to  all  eligible  individuals;  and  (11) 
effective  July  1,  1953,  provide,  if  the  plan  includes  payments 
to  individuals  in  private  or  public  institutions,  for  the  estab¬ 
lishment  or  designation  of  a  State  authority  or  authorities 
which  shall  be  responsible  for  establishing  and  maintaining 
standards  for  such  institutions. 

“(b)  The  Administrator  shall  approve  any  plan  which 
fulfills  the  conditions  specified  in  subsection  (a) ,  except 
that  he  shall  not  approve  any  plan  which  imposes,  as  a 
condition  of  eligibility  for  aid  to  the  permanently  and  totally 
disabled  under  the  plan — 

“  ( 1 )  Any  residence  requirement  which  excludes 
any  resident  of  the  State  who  has  resided  therein  con¬ 
tinuously  for  one  year  immediately  preceding  the  appli¬ 
cation  for  aid,  except  that  the  State  may  impose, 
effective  until  July  1,  1951,  any  residence  requirement 
which  is  not  in  excess  of  the  requirement  of  residence 
contained  on  July  1,  1949,  in  its  State  plan  for  aid  to 
the  blind  approved  under  title  X  on  or  prior  to  such  date ; 
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“(2)  Any  citizenship  requirement  which  excludes 
any  citizen  of  the  United  States. 

“payment  to  states 

“Sec.  1403.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the  permanently  and  totally 
disabled,  for  each  quarter,  beginning  with  the  quarter  com¬ 
mencing  October  1,  1949,  (1)  in  the  case  of  any  State  other 
than  Puerto  Rico  and  the  Virgin  Islands,  an  amount,  which 
shall  be  used  exclusively  as  aid  to  the  permanently  and 
totally  disabled,  equal  to  the  sum  of  the  following  propor¬ 
tions  of  the  total  amounts  expended  during  such  quarter 
as  aid  to  the  permanently  and  totally  disabled  under  the 
State  plan,  not  counting  so  much  of  such  expenditure  with 
respect  to  any  individual  for  any  month  as  exceeds  $50 — 
“(A)  four-fifths  of  such  expenditures,  not  count¬ 
ing  so  much  of  the  expenditures  with  respect  to  any 
month  as  exceeds  the  product  of  $25  multiplied  by  the 
total  number  of  such  individuals  who  received  aid  to 
the  permanently  and  totally  disabled  for  such  month, 
plus 

“(B)  one-half  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A),  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of  $35 
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multiplied  by  the  total  number  of  such  individuals  who 
received  aid  to  the  permanently  and  totally  disabled 
for  such  month,  plus 

“(C)  one-third  of  the  amount  by  which  such  ex¬ 
penditures  exceed  the  sum  of  the  products  obtained 
under  clauses  (A)  and  (B)  ; 

and  (2)  in  the  case  of  Puerto  Bico  and  the  Virgin  Islands, 
an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
permanently  and  totally  disabled,  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  aid  to  the 
permanently  and  totally  disabled  under  the  State  plan,  not 
counting  so  much  of  such  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $30,  and  (3)  in  the 
case  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  during  such  quarter  as  found  necessary 
by  the  Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the  State  plan  or  for  aid 
to  the  permanently  and  totally  disabled,  or  both,  and  for  no 
other  purpose. 

“(b)  The  method  of  computing  and  paying  such 
amounts  shall  be  as  follows : 

“  ( 1 )  The  Administrator  shall,  prior  to  the  begin¬ 
ning  of  each  quarter,  estimate  the  amount  to  be  paid 
to  the  State  for  such  quarter  under  the  provisions  of 
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subsection  (a),  such  estimate  to  be  based  on  (A)  a 
report  filed  by  the  State  containing  its  estimate  of  the 
total  sum  to  be  expended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection,  and  stating  the 
amount  appropriated  or  made  available  by  the  State  and 
its  political  subdivisions  for  such  expenditures  in  such 
quarter,  and  if  such  amount  is  less  than  the  State's 
proportionate  share  of  the  total  sum  of  such  estimated 
expenditures,  the  source  or  sources  from  which  the 
difference  is  expected  to  be  derived,  (B)  records  show¬ 
ing  the  number  of  permanently  and  totally  disabled  indi¬ 
viduals  in  the  State,  and  (C)  such  other  investigation  as 
the  Administrator  may  find  necessary. 

“(2)  The  Administrator  shall  then  certify  to  the 
Secretary  of  the  Treasury  the  amount  so  estimated  by 
the  Administrator,  (A)  reduced  or  increased,  as  the 
case  may  be,  by  any  sum  by  which  he  finds  that  his 
estimate  for  any  prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been  paid  to  the  State 
under  subsection  (a)  for  such  quarter,  and  (B)  reduced 
by  a  sum  equivalent  to  the  pro  rata  share  to  which  the 
United  States  is  equitably  entitled,  as  determined  by  the 
Administrator,  of  the  net  amount  recovered  during  a 
prior  quarter  by  the  State  or  any  political  subdivision 
thereof  with  respect  to  aid  to  the  permanently  and 
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totally  disabled  furnished  under  the  State  plan;  except 
that  such  increases  or  reductions  shall  not  be  made  to 
the  extent  that  such  sums  have  been  applied  to  make  the 
amount  certified  for  any  prior  quarter  greater  or  less  than 
the  amount  estimated  by  the  Administrator  for  such  prior 
quarter:  Provided,  That  any  part  of  the  amount  re¬ 
covered  from  the  estate  of  a  deceased  recipient  which  is 
not  in  excess  of  the  amount  expended  by  the  State  or 
any  political  subdivision  thereof  for  the  funeral  expenses 
of  the  deceased  shall  not  be  considered  as  a  basis  for 
reduction  under  clause  (B)  of  this  paragraph. 

“  (3 )  The  Secretary  of  the  Treasury  shall  there¬ 
upon,  through  the  Fiscal  Service  of  the  Treasury  De¬ 
partment,  and  prior  to  audit  or  settlement  by  the  Gen¬ 
eral  Accounting  Office,  pay  to  the  State,  at  the  time  or 
times  fixed  by  the  Administrator,  the  amount  so 
certified. 

“operation  of  state  plans 
“Sec.  1404.  In  the  case  of  any  State  plan  for  aid  to 
the  permanently  and  totally  disabled  which  has  been  ap¬ 
proved  by  the  Administrator,  if  the  Administrator  after 
reasonable  notice  and  opportunity  for  hearing  to  the  State 
agency  administering  or  supervising  the  administration  of 
such  plan,  finds — 

II.  B.  6000 - 13 
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1  “  ( 1 )  that  the  plan  has  been  so  changed  as  to 

2  impose  any  residence  or  citizenship  requirement  pro- 

3  hibited  by  section  1402  (b) ,  or  that  in  the  administra- 

4  tion  of  the  plan  any  such  prohibited  requirement  is 

5  imposed,  with  the  knowledge  of  such  State  agency,  in  a 

6  substantial  number  of  cases;  or 

7  “(2)  that  in  the  administration  of  the  plan  there 

8  is  a  failure  to  comply  substantially  with  any  provision 

9  required  by  section  1402  (a)  to  be  included  in  the 

10  plan ; 

11  the  Administrator  shall  notify  such  State  agency  that  further 

12  payments  will  not  be  made  to  the  State  until  he  is  satisfied 

13  that  such  prohibited  requirement  is  no  longer  so  imposed, 

14  and  that  there  is  no  longer  any  such  failure  to  comply.  Until 

15  he  is  so  satisfied  he  shall  make  no  further  certification  to  the 

16  Secretary  of  the  Treasury  with  respect  to  such  State. 

17  “definition 

18  “Sec.  1405.  For  purposes  of  this  title,  the  term  ‘aid  to 

19  the  permanently  and  totally  disabled’  means  money  payments 

20  to  or  medical  care  in  behalf  of  needy  individuals  who  are 

21  permanently  and  totally  disabled,  but  does  not  include  money 

22  payments  to  or  medical  care  in  behalf  of  any  individual  who 

23  is  an  inmate  of  a  public  institution  (except  as  a  patient  in  a 

24  medical  institution)  and,  effective  July  1,  1951,  does  not  in- 
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elude  money  payments  to  or  medical  care  in  belialf  of  any 
individual  (a)  who  is  a  patient  in  an  institution  for  tuber¬ 
culosis  or  mental  diseases,  or  (b)  who  has  been  diagnosed 
as  having  tuberculosis  or  psychosis  and  is  a  patient  in  a 
medical  institution  as  a  result  thereof.” 

Part  6 — Miscellaneous  Amendments 
Sec.  361.  (a)  Section  1  of  the  Social  Security  Act  is 
amended  by  striking  out  “Social  Security  Board  established 
by  Title  VII  (hereinafter  referred  to  as  the  ‘Board’)”  and 
inserting  in  lieu  thereof  “Federal  Security  Administrator 
(hereinafter  referred  to  as  the  ‘Administrator’) 

(b)  Section  1001  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board”  and  inserting  in 
lieu  thereof  “Administrator”. 

(c)  The  following  provisions  of  the  Social  Security  Act 

are  each  amended  by  striking  out  “Board”  and  inserting  in 
lieu  thereof  “Administrator”:  Sections  2  (a)  (6)  ;  2  (b)  ; 
3  (b)  ;  4;  402  (a)  (6)  ;  402  (b)  ;  403  (b)  ;  404;  1002 
(a)  (6)  ;  1002  (b)  (other  than  subparagraph  (1) 

thereof)  ;  1003  (b)  ;  and  1004. 

(d)  The  following  provisions  of  the  Social  Security  Act 
are  each  amended  by  striking  out  (when  they  refer  to  the 
Social  Security  Board)  “it”  or  “its”  and  inserting  in  lieu 
thereof  “he”,  “him”,  or  “his”,  as  the  context  may  require: 
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Sections  2  (b)  ;  3  (b)  j  4;  402  (b)  ;  403  (b)  ;  404;  1002 
(b)  (other  than  subparagraph  (1)  thereof)  ;  1003  (h)  ; 
and  1004. 

(e)  Title  V  of  the  Social  Security  Act  is  amended  hy 
striking  out  “Children’s  Bureau”,  “Chief  of  the  Children’s 
Bureau”,  “Secretary  of  Labor”,  and  (in  sections  503  (a) 
and  513  (a)  )  “Board”  and  inserting  in  lieu  thereof 

“Administrator”. 

TITLE  IV— MISCELLANEOUS  PROVISIONS 

OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 

Sec.  401.  (a)  Section  701  of  the  Social  Security  Act 
is  amended  to  read: 

“office  of  commissioner  for  social  security 

“Sec.  701.  There  shall  be  in  the  Federal  Security 
Agency  a  Commissioner  for  Social  Security,  appointed  by 
the  Administrator,  who  shall  perform  such  functions  relating 
to  social  security  as  the  Administrator  shall  assign  to  him.” 

(h)  Section  908  of  the  Social  Security  Act  Amend¬ 
ments  of  1939  is  repealed. 

REPORTS  TO  CONGRESS 

Sec.  402.  (a)  Subsection  (c)  of  section  541  of  the 
Social  Security  Act  is  repealed. 
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1  (b)  Section  704  of  such  Act  is  amended  to  read: 

2  “reports 

3  “Sec.  704.  The  Administrator  shall  make  a  full  report 

4  to  Congress,  at  the  beginning  of  each  regular  session,  of  the 

5  administration  of  the  functions  with  which  he  is  charged 

6  under  this  Act.  In  addition  to  the  number  of  copies  of  such 

7  report  authorized  by  other  law  to  be  printed,  there  is  hereby 

8  authorized  to  be  printed  not  more  than  five  thousand 

9  copies  of  such  report  for  use  by  the  Administrator  for  dis- 

19  tribution  to  Members  of  Congress  and  to  State  and  other 

11  public  or  private  agencies  or  organizations  participating  in 
13  or  concerned  with  the  social  security  program.” 

13  AMENDMENTS  TO  TITLE  XI  OF  THE  SOCIAL  SECURITY  ACT 

14  Sec.  403.  (a)  (1)  Paragraph  (1)  of  section  1101 

15  (a)  of  the  Social  Security  Act  is  amended  to  read  as  follows: 

16  “  ( 1 )  The  term  ‘State’  includes  Alaska,  Hawaii,  and 

17  the  District  of  Columbia,  and  wdien  used  in  titles  I,  IV, 

18  V,  X,  and  XIV  includes  Puerto  Pico  and  the  Virgin 

19  Islands.” 

20  (2)  Paragraph  (6)  of  section  1101  (a)  of  the  Social 

21  Security  Act  is  amended  to  read  as  follows: 

22  “(6)  The  term  ‘Administrator’,  except  when  the 
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context  otherwise  requires,  means  the  Federal  Security 
Administrator.” 

(3)  The  amendment  made  by  paragraph  (1)  of  this 
subsection  shall  take  effect  October  1,  1949,  and  the  amend¬ 
ment  made  by  paragraph  (2)  of  this  subsection,  insofar  as 
it  repeals  the  definition  of  “employee”,  shall  he  effective  only 
with  respect  to  services  performed  after  1949. 

(b)  Section  1102  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board”  and  inserting  in  lieu 
thereof  “Federal  Security  Administrator”. 

(c)  Section  1106  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

“disclosure  of  information  in  possession  of  agency 
“Sec.  1106.  No  disclosure  of  any  return  or  portion  of 
a  return  (including  information  returns  and  other  written 
statements)  filed  with  the  Commissioner  of  Internal  Be  venue 
under  title  VIII  of  the  Social  Security  Act  or  under  subchap¬ 
ter  A  or  F  of  chapter  9  of  the  Internal  Bevenue  Code,  or 
under  regulations  made  under  authority  thereof,  which  has 
been  transmitted  to  the  Administrator  by  the  Commissioner 
of  Internal  Bevenue,  or  of  any  file,  record,  report,  or  other 
paper,  or  any  information,  obtained  at  any  time  by  the 
Administrator  or  by  any  officer  or  employee  of  the  Federal 
Security  Agency  in  the  course  of  discharging  the  duties  of 
the  Administrator  under  this  Act,  and  no  disclosure  of  any 
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1  such  file,  record,  report,  or  other  paper,  or  information,  ob- 

2  tained  at  any  time  by  any  person  from  the  Administrator  or 

3  from  any  officer  or  employee  of  the  Federal  Security  Agency, 

4  shall  be  made  except  as  the  Administrator  may  by  regula- 

5  tions  prescribe.  Any  person  who  shall  violate  any  provision 

6  of  this  section  shall  he  deemed  guilty  of  a  misdemeanor  and, 

7  upon  conviction  thereof,  shall  be  punished  by  a  fine  not 
3  exceeding  $1,000,  or  by  imprisonment  not  exceeding  one 
9  year,  or  both.” 

10l  (d)  Section  1107  (a)  of  the  Social  Security  Act  is 

44  amended  b}7  striking  out  “the  Federal  Insurance  Contribu- 
42  tions  Act,  or  the  Federal  Unemployment  Tax  Act,”  and 

iq  f 

10  inserting  in  lieu  thereof  the  following:  “subchapter  A,  C, 

14  or  F  of  chapter  9  of  the  Internal  Revenue  Code,”. 

15  (e)  Section  1107  (b)  of  the  Social  Security  Act  is 

16  amended  by  striking  out  “Board”  and  inserting  in  lieu 

17  thereof  “Administrator”,  and  by  striking  out  “wife,  parent, 
13  or  child”,  wherever  appearing  therein,  and  inserting  in  lieu 

19  thereof  “wife,  widow,  former  wife  divorced,  child,  or  parent”. 

20  (f)  Title  XI  of  the  Social  Security  Act  is  amended  by 

21  adding  at  the  end  thereof  the  following  new  section : 

22  “furnishing  of  wage  record  and  other  information 

23  “Sec.  1108.  (a)  (1)  The  Administrator  is  author- 

24  ized,  at  the  request  of  any  agency  charged  with  the  admin- 

25  istration  of  a  State  unemployment  compensation  law  (with 
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respect  to  which  such  State  is  entitled  to  payments  under 
section  302  (a)  of  this  Act)  and  to  the  extent  consistent 
with  the  efficient  administration  of  this  Act,  to  furnish  to 
such  agency,  for  use  by  it  in  the  administration  of  such  law 
or  a  State  temporary  disability  insurance  law  administered 
by  it,  information  from  or  pertaining  to  records,  including 
account  numbers,  maintained  by  the  Administrator  in  ac¬ 
cordance  with  section  205  (c)  of  this  Act. 

“(2)  At  the  request  of  any  agency,  person,  or  organ¬ 
ization,  the  Administrator  is  authorized,  to  the  extent  con¬ 
sistent  with  efficient  administration  of  this  Act  and  subject 
to  such  conditions  or  limitations  as  he  deems  necessary,  to 
furnish  special  reports  on  the  wage  and  employment  rec¬ 
ords  of  individuals  and  to  conduct  special  statistical  studies 
of,  and  compile  special  data  with  respect  to,  any  matters 
related  to  the  programs  authorized  by  this  Act. 

“(b)  Requests  under  subsection  (a)  shall  he  complied 
with  only  if  the  agency,  person,  or  organization  making  the 
request  agrees  to  make  payment  for  the  work  or  information 
requested  in  such  amount,  if  any  (not  exceeding  the  cost  of 
performing  the  work  or  furnishing  the  information) ,  as  may 
be  determined  hy  the  Administrator.  A  State  agency  may 
make  the  payments  for  information  furnished  pursuant  to 
paragraph  (1)  of  subsection  (a)  by  authorizing  deductions 
from  amounts  certified  by  the  Administrator  under  section 
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1  302  (a)  of  this  Act  for  payment  to  such  State.  Payments 

2  for  work  performed  or  information  furnished  pursuant  to  this 

3  section,  including  deductions  authorized  to  be  made  from 

4  amounts  certified  under  section  302  (a),  shall  be  made  in 

5  advance  or  by  way  of  reimbursement,  as  may  be  requested 

6  by  the  Administrator,  and  shall  be  deposited  in  the  Treasury 

7  as  a  special  deposit  to  be  used  to  reimburse  the  appropria- 

8  tions  (including  authorizations  to  make  expenditures  from 

9  the  Federal  Old-Age,  Survivors,  and  Disability  Insurance 

10  1  Trust  Fund)  for  the  unit  or  units  of  the  Federal  Security 

11  Agency  which  performed  the  work  or  furnished  the  infor- 
^  mation. 

1  q 

“  (c)  No  information  shall  be  furnished  pursuant  to  this 
^  section  in  violation  of  section  1106  or  regulations  prescribed 
*  thereunder.” 

Passed  the  House  of  Representatives  October  5,  1949. 

Attest:  RALPH  R,  ROBERTS, 

Clerk. 
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81st  CONGRESS 
1st  Session 


H.  R.  6000 


IN  THE  SENATE  OF  THE  UNITED  STATES 

October  19  (legislative  day,  October  17),  1949 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Pepper  to  the  bill  (H.  II.  6000) 
to  extend  and  improve  tbe  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  tbe  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes,  viz: 

1  On  page  22,  line  23;  on  page  23,  line  2;  on  page  24, 

2  line  6 ;  on  page  24,  line  1 1 ;  on  page  24,  line  24 ;  on  page 

3  25,  line  2;  on  page  25,  line  5;  on  page  25,  line  6;  on  page 

4  25,  line  9;  on  page  25,  line  12;  and  on  page  27,  line  13; 

5  respectively,  strike  out  “$50”  and  insert  in  lieu  thereof 

6  “$100”. 

7  On  page  96,  line  16;  on  page  96,  line  20;  on  page  98, 

8  line  8;  on  page  98,  line  10;  on  page  98,  line  13;  on  page 

9  98,  line  14;  on  page  98,  line  17;  on -page  98,  line  20;  and 

10-19-49 - E 
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on  page  101,  line  5;  respectively,  strike  out  “$50”  and 
insert  in  lieu  thereof  “$100”. 

On  page  171,  after  line  26,  insert  the  following: 

“(c)  Clause  (7)  of  such  subsection  is  amended  to  read 
as  follows:  ‘(7)  effective  July  1,  1941,  provide  that  the 
State  agency  shall,  in  determining  need,  take  into  consid¬ 
eration  any  other  income  (other  than  any  such  income 
received  after  October  1,  1949,  which,  together  with  the 
amount  of  old-age  assistance  received,  does  not  exceed  $100 
per  month)  and  resources  of  an  individual  claiming  old-age 
assistance;’.” 

On  page  172,  line  2,  after  the  period,  insert  the  follow¬ 
ing:  “The  amendment  made  by  subsection  (c)  shall  take 
effect  October  1,  1949.” 

On  page  175,  between  lines  22  and  23,  insert  the 
following : 

“(c)  Clause  7  of  such  subsection  is  amended  to  read  as 
follows:  ‘(7)  provide  that  the  State  agency  shall  in  deter¬ 
mining  need,  take  into  consideration  any  other  income  (other 
than  any  such  income  received  after  October  1,  1949,  which, 
together  with  the  amount  of  aid  received,  does  not  exceed 
$100  per  month)  and  resources  of  any  child  claiming  aid  to 
dependent  children;’.” 

On  page  175,  line  24,  after  the  period  insert  the  follow- 
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1  ing:  “The  amendment  made  by  subsection  (c)  shall  take 

2  effect  October  1,  1949.” 

3  On  page  181,  line  4,  after  the  word  “income”  insert 

4  the  following:  “(other  than  any  such  income  received  after 

5  October  1,  1949,  which,  together  with  the  amount  of  aid 

6  received,  does  not  exceed  $100  per  month)  ”. 

7  On  page  181,  line  5,  beginning  with  the  word  “except” 

8  strike  out  all  through  the  semicolon  in  line  14. 

9  On  page  181,  line  18,  after  the  word  “income”  insert 

10  the  following:  “(other  than  any  such  income  received  after 

11  October  1,  1949,  which,  together  with  the  amount  of  aid 

12  received,  does  not  exceed  $100  per  month)  ”. 

13  On  page  181,  line  19,  beginning  with  the  word  “except”, 

14  strike  out  all  through  the  semicolon  in  line  5,  page  182. 

15  On  page  188,  line  22,  after  the  word  “income”  insert 

16  “(other  than  any  such  income  which,  together  with  the 

17  amount  of  aid  received,  does  not  exceed  $100  per  month)  ”. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OE  THE  UNITED  STATES 

January  17  (legislative  day,  January  4),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Eerguson  to  the  bill  (H.  R, 
6000)  to  extend  and  improve  the  Eederal  Old-Age  and 
Survivors  Insurance  System,  to  amend  the  public  assistance 
and  child  welfare  provisions  of  the  Social  Security  Act,  and 
for  other  purposes,  viz : 

1  On  page  136,  beginning  with  line  9,  strike  out  all  down 

2  to  and  including  line  18  and  insert  in  lieu  thereof  the 

3  following : 

4  “  (d)  (1)  Except  as  provided  in  paragraph  (2),  the 

5  amendment  made  by  subsection  (a)  of  this  section  shall  be 

6  applicable  only  with  respect  to  remuneration  paid  after  1949. 

7  “(2)  In  any  case  involving  an  employer  described  in 

8  the  second  sentence  of  section  1426  (a)  (1)  of  the  Internal 

9  Revenue  Code,  as  amended  by  this  Act,  and  in  which  the 
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persons  owning  such  employer,  immediately  after  the  ac¬ 
quisition  described  in  such  second  sentence,  owned  substan¬ 
tially  the  same  respective  interests  in  such  employer  as  they 
did  in  its  predecessor,  the  provisions  of  such  second  sentence 
(with  the  substitution  of  $3,000  therein  for  $3,600)  shall 
be  applicable  with  respect  to  remuneration  paid  after  1945. 

“(3)  In  the  case  of  remuneration  paid  prior  to  1950 
(other  than  remuneration  to  which  paragraph  (2)  is  ap¬ 
plicable),  the  determination  under  section  1426  (a)  (1) 

of  the  Internal  Eevenue  Code  (prior  to  its  amendment  by 
this  Act)  of  whether  or  not  such  remuneration  constituted 
wages  shall  be  made  as  if  subsection  (a)  of  this  section 
had  not  been  enacted  and  without  inferences  drawn  from 
the  fact  that  the  amendment  made  by  subsection  (a)  is  made 
applicable  to  periods  prior  to  1950  only  to  the  limited  extent 
provided  in  paragraph  (2) 

On  page  166,  beginning  with  line  21,  strike  out  all 
down  to  and  including  line  5,  on  page  167,  and  insert  in 
lieu  thereof  the  following: 

“(2)  (A)  Except  as  provided  in  subparagraph  (B) 

of  this  paragraph,  the  amendment  made  by  paragraph  (1) 
shall  be  applicable  only  with  respect  to  remuneration  paid 
after  1949. 

“  (B)  In  any  case  involving  an  employer  described  in 
the  second  sentence  of  section  1607  (b)  (1)  of  the  Internal 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 


3 


Revenue  Code,  as  amended  by  this  Act,  and  in  which  the 
persons  owning  such  employer,  immediately  after  the  acqui¬ 
sition  described  in  such  second  sentence,  owned  substantially 
the  same  respective  interests  in  such  employer  as  they  did 
in  its  predecessor,  the  provisions  of  such  second  sentence  shall 
be  applicable  with  respect  to  remuneration  paid  after  1945. 

“(C)  In  the  case  of  remuneration  paid  prior  to  1950 
(other  than  remuneration  to  which  subparagraph  (B)  of 
this  paragraph  is  applicable) ,  the  determination  under  sec¬ 
tion  1607  (b)  (1)  of  the  Internal  Revenue  Code  (prior 

to  its  amendment  by  this  Act)  of  whether  or  not  such  re¬ 
muneration  constituted  wages  shall  be  made  as  if  paragraph 
( 1 )  of  this  subsection  had  not  been  enacted  and  without 
inferences  drawn  from  the  fact  that  the  amendment  made 
by  paragraph  (1)  is  made  applicable  to  periods  prior  to 
1950  only  to  the  limited  extent  provided  in  subparagraph 
(B)  of  this  paragraph.” 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  0E  THE  UNITED  STATES 


January  18  (legislative  day,  January  1),  1950 
Eeferred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  Hendrickson  to  the  bill  (II.  IE 
6000)  to  extend  and  improve  the  Federal  Old-Age  and 
Survivors  Insurance  System,  to  amend  the  public  assistance 
and  child  welfare  provisions  of  the  Social  Security  Act,  and 
for  other  purposes,  viz:  On  page  82,  beginning  with  line  10, 
strike  out  section  218  (d)  (1)  to  and  including  line  17, 

page  83,  and  substitute  therefor  the  following  paragraph: 

1  (7)  Such  agreement  shall  exclude  all  public  employees 

2  in  positions  covered  by  a  retirement  system,  as  previously 

3  defined  in  subsection  (b)  (4)  of  this  section. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OE  THE  UNITED  STATES 

January  30  (legislative  day,  January  4),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Lehman  to  the  bill  (H.  K. 
6000)  to  extend  and  improve  the  Federal  Old-Age  and 
Survivors  Insurance  System,  to  amend  the  public  assistance 
and  child  welfare  provisions  of  (lie  Social  Security  Act,  and 
for  other  purposes,  viz: 

1  On  page  82,  beginning  with  line  10,  strike  out  all  down 

2  to  and  including  line  17  on  page  83  and  insert  in  lieu  thereof 

3  the  following : 

4  “  (7)  Such  agreement  shall  exclude  all  public  employees 

5  in  positions  covered  by  a  retirement  system,  as  previously 

6  defined  in  subsection  (b)  (4)  of  this  section. 

7  On  page  83,  line  19,  strike  out  “  (e)  ”  and  insert  “  (d)  A 

8  On  page  84,  line  8,  strike  out  “  (f)  "  and  insert  “(e)  ’. 

9  On  page  84,  line  18,  strike  out  “  (g)  ’’  and  insert  “  (f) 
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1  On  page  85,  line  25,  strike  out  “(h)  ”  and  insert  “  (g) 

2  On  page  86,  line  20,  strike  out  “  (i)  ”  and  insert  “(h) 

3  On  page  87,  line  2,  strike  out  “  (j)  ”  and  insert  “  (i) 

4  On  page  87,  line  15,  strike  out  “  (k)  ”  and  insert  “  (j) 

5  On  page  87,  line  24,  strike  out  “  (1)  ”  and  insert  “  (k) 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OF  THE  UNITED  STATES 

February  3  (legislative  day,  January  4),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Bridges  to  the  bill  (H.  B. 
6000)  to  extend  and  improve  tlie  Federal  Old-Age  and 
Survivors  Insurance  System,  to  amend  the  public  assistance 
and  child  welfare  provisions  of  the  Social  Security  Act,  and 
for  other  purposes,  viz : 

1  On  page  79,  line  13,  before  the  period,  insert  the  fol- 

2  lowing:  “in  positions  not  covered  by  a  retirement  system”. 

3  On  page  80,  line  8,  beginning  with  the  semicolon,  strike 

4  out  all  down  to  the  period  in  line  14. 

5  On  page  80,  beginning  with  line  15,  strike  out  all 

6  down  to  and  including  line  22  and  insert  in  lieu  thereof 

7  the  following: 

8  “(5)  The  term  ‘coverage  group’  means  (A)  employ- 

9  ees  of  the  State  other  than  those  in  positions  covered  by  a 
10  retirement  system,  or  (B)  employees  of  a  political  sub- 
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division  of  a  State  other  than  those  in  positions  covered  by 
a  retirement  system.” 

On  page  82,  beginning  with  line  10,  strike  out  all 
down  to  and  including  line  17  on  page  83. 

On  page  83,  line  19,  strike  out  “(e)”  and  insert  in 
lieu  thereof  “  (d)  ”. 

On  page  84,  line  8,  strike  out  “(f)”  and  insert  in  lieu 
thereof  “(e)  ”. 

On  page  84,  line  18,  strike  out  “(g)”  and  insert  in 
lieu  thereof  “(f)  ”. 

On  page  85,  line  25,  strike  out  “(h)  ”  and  insert  in  lieu 
thereof  “  (g)  ”. 

On  page  86,  line  20,  strike  out  “  (i)  ”  and  insert  in  lieu 
thereof  “(h)  ”. 

Ou  page  87,  line  2,  strike  out  “  (j)  ”  and  insert  in  lieu 
thereof  “  (i)  ”. 

On  page  87,  line  15,  strike  out  “  (k)  ”  and  insert  in  lieu 
thereof  “  (j)  ”. 

On  page  87,  line  24,  strike  out  “  (1)  ”  and  insert  in  lieu 
thereof  “  (k)  ”. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  0E  THE  UNITED  STATES 

February  8  (legislative  day,  January  4),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  O’Conor  to  the  bill  (H.  H. 
6000)  to  extend  and  improve  the  Federal  Old-Age  and 
Survivors  Insurance  System,  to  amend  the  public  assistance 
and  child  welfare  provisions  of  the  Social  Security  Act,  and 
for  other  purposes,  viz:  On  page  82,  beginning  with  line 
10,  strike  out  section  218  (d)  (1)  to  and  including  line 

17,  page  83,  and  substitute  therefor  the  following  paragraph: 

1  (7)  Such  agreement  shall  exclude  all  public  employees 

2  in  positions  covered  by  a  retirement  system,  as  previously 

3  defined  in  subsection  (b)  (4)  of  this  section. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OE  THE  UNITED  STATES 

February  9  (legislative  day,  January  4),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Ives  to  the  bill  (H.  R.  6000) 
to  extend  and  improve  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes,  viz: 

1  On  page  79,  line  13,  before  the  period,  insert  the  follow- 

2  ing:  “in  positions  not  covered  by  a  retirement  system”. 

3  On  page  80,  line  8,  beginning  with  the  semicolon, 

I  strike  out  all  down  to  the  period  in  line  14. 

5  On  page  80,  beginning  with  line  15,  strike  out  all  down 

6  to  and  including  line  22  and  insert  in  lieu  thereof  the 

7  following : 

8  “(5)  The  term ‘coverage  group’ means  (A)  employees 

9  of  the  State  other  than  those  in  positions  covered  by  a  re- 
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tirement  system,  or  (B)  employees  of  a  political  subdivision 
of  a  State  other  than  those  in  positions  covered  by  a  retire¬ 
ment  system. 

On  page  82,  beginning  with  line  10,  strike  out  all  down 
to  and  including  line  17  on  page  83. 

On  page  83,  line  19,  strike  out  “(e)”  and  insert  in 
lieu  thereof  “  (d)  ”. 

On  page  84,  line  8,  strike  out  “(f)”  and  insert  in  lieu 
thereof  “(e)”. 

On  page  84,  line  18,  strike  out  “(g)”  and  insert  in 
lieu  thereof  “(f)”. 

On  page  85,  line  25,  strike  out  “(h)”  and  insert  in 
lieu  thereof  “(g)  ”. 

On  page  86,  line  20,  strike  out  “  (i)  ”  and  insert  in 
lieu  thereof  “(h)”. 

On  page  87,  line  2,  strike  out  “(j)”  and  insert  in 
lieu  thereof  “  (i)  ”. 

On  page  87,  line  15,  strike  out  “(k)”  and  insert  in 
lieu  thereof  “  (j)  ”. 

On  page  87,  line  24,  strike  out  “(1)”  and  insert  in 
lieu  thereof  “  (k)  ”. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OE  THE  UNITED  STATES 

March  24  (legislative  day,  March  8),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Myers  to  the  bill  (H.  E. 
6000)  to  extend  and  improve  the  Federal  Old-Age  and 
Survivors  Insurance  System,  to  amend  the  public  assistance 
and  child  welfare  provisions  of  the  Social  Security  Act, 
and  for  other  purposes,  viz: 

1  On  page  47,  line  20,  insert  the  following:  “The  term 

2  ‘service’  as  used  in  subsection  (f)  shall  not  include  service 

3  performed  for  the  operator  of  a  nursery  or  greenhouse  or 

4  other  similar  structure  used  primarily  for  the  raising  of  agri- 

5  cultural  or  horticultural  commodities.” 

6  On  page  47,  line  24,  strike  out  all  down  to  and  includ- 

7  ing  line  2  on  page  48  and  insert  in  lieu  thereof  the  follow- 

8  ing:  “ranches,  ranges,  and  orchards,  but  shall  not  include 

9  nurseries  and  greenhouses  or  other  similar  structures  used 
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primarily  for  the  raising  of  agricultural  or  horticultural 
commodities”. 

On  page  148,  after  line  25,  insert  the  following:  “The 
term  ‘service’  as  used  in  subsection  (f)  shall  not  include 
service  performed  for  the  operator  of  a  nursery  or  green¬ 
house  or  other  similar  structure  used  primarily  for  the  raising 
of  agricultural  or  horticultural  commodities.” 

On  page  149,  line  3,  strike  out  all  down  to  and  includ¬ 
ing  line  5  and  insert  in  lieu  thereof  the  following:  “planta¬ 
tions,  ranches,  ranges,  and  orchards,  hut  shall  not  include 
nurseries  and  greenhouses  or  other  similar  structures  used 
primarily  for  the  raising  of  agricultural  or  horticultural 
commodities”. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  0E  THE  UNITED  STATES 

April  3  (legislative  clay,  March  29),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Lehman  (for  himself,  Mr. 
Murray,  and  Mr.  Humphrey)  to  the  bill  (H.  R.  6000) 
to  extend  and  improve  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes,  viz: 

1  1.  On  page  64,  in  subsection  (b)  of  section  215,  delete 

2  the  words  “10  per  centum  of  the  next  $200  of  such  wage” 

3  and  insert  in  lieu  thereof  the  words  “15  per  centum  of 

4  the  next  $300  of  such  wage”. 

5  2.  On  page  64,  in  clause  (2)  of  the  subsection  (a)  of 

6  section  215,  delete  the  words  “one-half  of”. 

7  3.  In  title  I  of  the  bill  (amending  title  II  of  the  Social 
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1  Security  Act)  substitute  “$4,800”  for  “$3,600”  wherever 

2  the  latter  occurs. 

3  4.  In  title  II  of  the  bill  (amending  the  Internal 

4  Revenue  Code)  substitute  “$4,800”  for  “$3,600”  wherever 

5  the  latter  occurs. 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OF  THE  UNITED  STATES 

April  10  (legislative  day,  March  29),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  George  (for  Mr.  Pepper)  to 
the  bill  (H.  K.  6000)  to  extend  and  improve  the  Federal 
Old-Age  and  Survivors  Insurance  System,  to  amend  the 
public  assistance  and  child  welfare  provisions  of  the  Social 
Security  Act,  and  for  other  purposes,  viz:  On  page  103, 
strike  out  the  close  quotes  at  the  end  of  line  18  and  insert 
the  following  after  such  line : 

1  "weekly  disability  benefits 

2  "Conditions  of  Entitlement  to  Weekly  Disability 

3  Benefits 

4  "Sec.  220A.  (a)  (1)  Every  individual  who — 

5  "(A)  is  insured  under  the  provisions  of  subsec- 

6  tion  (e), 

7  “(B).  is  not  entitled  to  primary  insurance  benefits 

8  under  section  202  (a) , 
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1  “(0)  is  under  a  temporary  disability  (as  defined 

2  in  subsection  (g)  ) , 

3  -(D)  has  had  a  waiting  week  in  his  benefit  year 

4  and  after  December  31,  1950,  and 

5  “(E)  has  filed  an  application  for  weekty  disability 

6  benefits  in  accordance  with  regulations  of  the  Admin- 

17  istrator, 

8  shall  be  entitled  to  a  weekly  disability  benefit  for  each  full 

9  week  of  temporary  disability  following  such  waiting  week; 

10  except  that,  if  an  uninterrupted  spell  of  temporary  disability 

11  for  an  individual  in  a  benefit  year  continues  into  his  next 

12  benefit  year,  the  requirement  of  clause  (D)  of  this  para- 

13  graph  shall  not  apply  with  respect  to  temporary  disability 

14  occurring  within  such  spell  in  such  new  benefit  year. 

15  “(2)  Any  such  individual  who  continues  to  be  under 

16  temporary  disability  a  part  of  a  week  in  an  uninterrupted 

17  spell  of  temporary  disability  and  who  meets  the  require- 

18  ments  of  paragraph  (1)  shall  be  paid  an  amount  equal  to 

19  one-seventh  of  his  weekly  disability  benefit  for  each  day  of 

20  temporary  disability  in  such  part  week. 

21  “  (3)  For  purposes  of  this  subsection — 
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“  (A)  the  term  ‘week’  means  a  period  of  seven 
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consecutive  days  as  defined  in  regulations  of  the 
Administrator ; 

“(B)  the  term  ‘waiting  week’  means  the  first 
period  of  seven  consecutive  days  on  each  of  which  an 
individual  is  under  temporary  disability  in  a  benefit 
year ; 

“(C)  the  term  ‘uninterrupted  spell  of  temporary 
disability’  includes  any  temporary  disability  occurring 
within  twenty-one  days  following  a  waiting  week  or  a 
day  with  respect  to  which  an  individual  is  entitled  to 
benefits  under  this  subsection. 

“Conditions  of  Entitlement  to  Maternity  Benefits 
“  (b)  Every  female  individual — 

“(1)  who  is  insured  under  the  provisions  of  sub¬ 
section  (e)  or  has  established  a  benefit  year  for  purposes 
of  subsection  (a)  which  has  not  terminated, 

“  (2)  who  has  filed  a  claim  for  maternity  benefits  in 
accordance  with  regulations  of  the  Administrator,  and 
“(3)  with  respect  to  whom  the  quarter  preceding 
the  quarter  in  which  she  filed  such  claim  was  a  quarter 
of  coverage  or  was  a  quarter  in  which  she  was  entitled 
to  benefits  under  subsection  (a)  for  not  less  than  four 
weeks, 
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shall  be  entitled  to  receive  a  maternity  benefit  for  each  week 
after  December  31,  1950,  during  which  she  performs  no 
service  (other  than  in  connection  with  her  household),  if 
such  week  ends  prior  to  the  ninth  week  following  the  day 
on  which  she  gives  birth  to  a  child  and  begins  after  such 
birth  or  after  a  physician  certifies,  in  accordance  with  regu¬ 
lations  of  the  Administrator,  that  in  his  opinion  she  will 
give  birth  to  a  child  in  not  more  than  eight  weeks;  except 
that  in  no  case  may  benefits  be  paid  under  this  subsection 
for  more  than  fourteen  weeks  with  respect  to  the  same  preg¬ 
nancy.  No  benefits  under  this  subsection  shall  be  paid  with 
respect  to  any  pregnancy  for  any  week  after  the  week  in 
which  the  insured  individual  dies  or  the  child  (or  children  if 
there  is  a  multiple  birth)  is  born  dead, or  dies. 

“Amount  of  Weekly  Disability  Benefit 
“(c)  (1)  An  individual’s  ‘weekly  disability  benefit’ 

shall,  subject  to  the  provisions  of  subsection  (e),  be  the 
amount  appearing  in  column  B,  C,  D,  or  E  of  the  following 
table,  as  determined  by  the  number  of  his  dependents,  on 
the  line  on  which  there  appears,  in  column  A,  the  wage 
interval  which  includes  the  amount  of  his  wages  paid  in 
that  quarter  of  his  base  period  in  which  the  total  of  his 
wages  was  highest.  For  purposes  of  this  paragraph  the 
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1  number  of  dependents  of  an  individual  shall  be  determined 

r.  re.  .  '  O 

2  for  a  benefit  year  as  of  the  first  day  of  such  benefit  year: 

-  -  *  _  p 

“TABLE 


A 

Highest  quarterly 
wages 

B 

Benefit 

amount 

without 

dependents 

C 

Benefit 
amount 
with  1 
dependent 

D 

Benefit 
amount 
with  2 
dependents 

E 

Benefit 
amount 
with  3 

or  more 
dependents 

F 

(n 

Qualify¬ 
ing  wages 

$130.00-$149.99 _ 

$8 

$9 

$9 

$9 

$260 

$150.00-$166.99 _ 

8 

10 

10 

10 

260 

$167.00-$183.99 _ 

8 

10 

11 

11 

260 

$184.00-$207.99 _ 

8 

10 

11 

12 

260 

$208.00-$233.99  _ 

9 

11 

12 

13 

351 

$234.00-$259.99 _ 

10 

12 

13 

14 

390 

$260.00-$285.99 _ 

11 

14 

15 

16 

429 

$286.00-$311.99 _ 

12 

15 

16 

17 

468 

$312.00-$337.99 _ 

13 

16 

17 

19 

507 

$338.00-$363.99 _ 

14 

17 

19 

20 

546 

$364.00-$389.99 _ 

15 

18 

20 

21 

585 

$390.00-$415.99 _ 

16 

20 

21 

23 

624 

$416.00-$441.99 _ 

17 

21 

23 

24 

663 

$442.00-$467.99 _ 

18 

22 

24 

26 

702 

$468.00-$493.99 _ 

19 

23 

25 

27 

741 

$494.00-$519.99 _ 

20 

24 

26 

28 

780 

$520.00-$545.99 _ 

21 

26 

28 

30 

819 

$546.00-$571.99 _ 

22 

27 

29 

31 

858 

$572.00-$597.99 _ 

23 

28 

30 

33 

897 

$598.00-$623.99 _ 

24 

29 

32 

34 

936 

$624.00-$650.99 _ 

25 

30 

33 

35 

976 

$651.00-$678.99 _ 

26 

32 

34 

37 

1,018 

$679. 00-8707. 99 _ 

27 

33 

36 

38 

1,062 

$708.00-$737.99 _ 

28 

34 

37 

40 

1,  107 

$738.00-$768.99 _ 

29 

35 

38 

41 

1,  153 

$769.00-$800.99 _ 

30 

36 

39 

42 

1,201 

$801.00-$833.99 _ 

30 

38 

41 

44 

1,251 

$834.00  and  more _ 

30 

39 

42 

45 

1,302 

3  “  (2)  For  purposes  of  this  subsection,  the  term  ‘depend- 

4  ent’  means,  with  respect  to  an  individual,  an  unmarried 
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child  (including  a  stepchild  or  adopted  child)  who  is  under 
the  age  of  eighteen  and  is  living  in  the  same  household  with 
such  individual  or  receiving  regular  contributions  toward 
his  support  from  such  individual;  and  a  wife  who  is  living 
in  the  same  household  with  such  individual  and  who  is  not 
regularly  engaged  in  rendering  services  for  remuneration  or 
in  any  occupation  for  profit. 

“(3)  The  maximum  of  the  weekly  disability  benefits 
to  which  an  individual  shall  be  entitled  in  any  benefit  year 

t 

shall  he  an  amount  equal  to  twenty-six  times  his  weekly 
disability  benefit.  In  the  case  of  any  individual  who — 

“  (A)  prior  to  the  termination  of  a  continuous  spell 
of  disability  during  part  of  which  he  was  entitled  to 
weekly  disability  benefits,  reaches  the  maximum  of  his 
weekly  disability  benefits;  or  reaches  the  end  of  his 
benefit  year  and  is  not  an  insured  individual  under 
subsection  (e)  for  purposes  of  a  new  benefit  year; 

“(B)  is  not  entitled  to  primary  insurance  benefits 
under  section  202  (a)  ;  and 

“(C)  at  the  beginning  of  such  continuous  spell  of 
disability,  was  insured  under  the  provisions  of  section 
219  (h), 

he  shall,  notwithstanding  the  first  sentence  of  this  paragraph, 
be  entitled  to  weekly  disability  benefits  until  such  spell 
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1  ends  or  has  lasted  for  six  consecutive  calendar  months, 

2  whichever  first  occurs. 

3  “ Amount  of  Maternity  Benefit 

4  “(d)  An  individual’s  ‘maternity  benefit’  for  any  week 

5  shall  be  the  same  amount  as  she  would  receive  if  she  were 

6  entitled  to  a  weekly  disability  benefit  for  such  week,  except 

7  that  if  such  week  does  not  occur  within  a  benefit  year 

8  which  she  has  established  for  purposes  of  subsection  (a) , 

9  her  application  for  maternity  benefits  shall  be  deemed  to  be 

10  an  application  for  weekly  disability  benefits  for  purposes 

11  of  establishing  such  a  benefit  year. 

12  “Determination  of  Insured  Status  for  Weekly  Disability 

1^  Benefits 

14  “  (e)  (1)  An  individual  shall  be  deemed  to  be  insured 

15  for  purposes  of  weekly  disability  benefits  under  this  section 
lb  if  he  has  been  paid  wages  during  his  base  period  totaling 
11  not  less  than  the  amount  in  column  F  of  the  table  in  sub- 

13  section  (c)  on  the  line  on  which,  in  column  A,  there  appears 
10  the  wage  interval  which  includes  the  amount  of  his  wages 

20  paid  in  that  quarter  of  his  base  period  in  which  the  total 

21  of  his  wages  was  highest;  except  that  if  any  individual  has 

22  not  been  paid  such  an  amount  during  his  base  period  he 

23  shall  be  deemed  insured  for  purposes  of  such  benefits  if 

24  he  has  been  paid  not  less  than  $260  in  his  base  period, 
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but  his  weekly  disability  benefit  shall  be  the  amount  ap¬ 
pearing  in  column  B,  0,  D,  or  E,  as  is  appropriate,  on  the 
lowest  line  on  which  there  appears,  in  column  E,  the  total 
of  his  wages  in  his  base  period  or,  if  such  total  falls  between 
two  amounts  in  such  column  F,  on  the  line  on  which  there 
appears  the  smaller  of  such  two  amoimts  in  such  column. 
Notwithstanding  the  foregoing  provisions  of  this  paragraph, 
an  individual  shall  not  be  deemed  to  be  insured  for  purposes 
of  such  weekly  disability  benefits  unless  he  has  been  paid 
remuneration  for  employment  in  at  least  two  quarters  of 
his  base  period,  has  been  paid  wages  totaling  not  less  than 
$130  in  the  quarter  during  his  base  period  in  which  the  total 
of  his  wages  was  highest,  and  has  been  paid  wages  totaling 
not  less  than  $260  during  his  base  period. 

“  ( 2 )  An  individual’s  ‘base  period’  means  the  four  com¬ 
pleted  calendar  quarters  immediately  preceding  the  fourth 
calendar  month  prior  to  the  month  in  which  his  benefit  year 
begins. 

“  (3)  An  individual’s  ‘benefit  year’  means  the  one-year 
period  beginning  with  the  day  as  of  which  he  first  files  appli¬ 
cation  under  subsection  (a)  on  the  basis  of  which  he  can 
become  entitled  to  benefits  or  receive  credit  for  a  waiting 
week  under  such  subsection,  and  thereafter  the  one-year 
period  beginning  with  the  day  as  of  which  he  next  files  such 
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an  application  for  benefits  under  such  subsection  after  the 
end  of  his  last  preceding  benefit  year. 

“Simultaneous  Entitlement  to  Benefits 

“  (f)  (1)  In  the  case  of  any  individual  who  is  entitled 
for  one  or  more  weeks  in  a  month  to  benefits  under  subsec¬ 
tion  (a)  or  (b)  and  is  also  entitled  for  such  month  to  any 
other  benefits  under  this  title,  he  shall  be  paid  for  such  month 
only  an  amount  equal  to  such  benefits  under  subsection  (a) 
or  (b),  or  an  amount  equal  to  such  other  benefits,  which¬ 
ever  is  the  higher. 

“(2)  No  benefit  shall  be  paid  under  subsection  (b)  to 
an  individual  for  any  week  for  which  such  individual  is 
entitled  to  receive  benefits  under  subsection  (a). 

“(3)  No  payments  shall  be  made  to  an  individual  for 
any  week  under  subsection  (a)  if  he  has  received  or  receives 
any  workmen’s  compensation  benefit  on  account  of  the  same 
temporary  disability  for  such  week  or  for  a  month  which 
includes  such  week. 

“(4)  In  order  to  assure  that  the  purposes  of  para¬ 
graph  (3)  will  be  carried  out,  the  Administrator  may,  as  a 
condition  to  certification  for  payment  of  benefits  under  sub¬ 
section  (a)  (if  it  appears  to  him  that  there  is  a  likelihood 
that  an  individual  entitled  to  benefits  under  such  subsection 
may  be  eligible,  as  the  result  of  temporary  disability,  for  a 
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workmen’s  compensation  benefit  which  would  give  rise  to  a 
denial  of  payment  under  such  paragraph  (3)  ) ,  require  (A) 
adequate  proof  that  such  individual  has  taken  or  will  take 
all  steps  necessary  to  secure  workmen’s  compensation  bene¬ 
fits  with  respect  to  such  temporary  disability,  and  (B) 
adequate  assurance  of  reimbursement  to  the  Trust  Fund  in 
case  workmen’s  compensation  benefits,  with  respect  to 
which  such  denial  of  payment  should  he  made,  are  paid 
to  such  individual  and  payment  is  not  denied  under  para¬ 
graph  ( 3 ) .  Ah  amounts  paid  to  the  Administrator  under 
this  paragraph  shall  he  deposited  in  the  Trust  Fund. 

“(5)  For  purposes  of  this  subsection,  the  term  ‘work¬ 
men’s  compensation  benefit’  means  a  cash  benefit,  allow¬ 
ance,  or  compensation  payable  under  any  workmen’s  com¬ 
pensation  law  or  plan  of  the  United  States  or  of  any  State. 

“Definition  of  Temporary  Disability 
“(g)  For  the  purposes  of  this  section,  the  term  ‘tem¬ 
porary  disability’  means  inability  of  an  individual  to  per¬ 
form  his  most  recent,  customary,  or  reasonably  similar 
work  (as  determined  in  accordance  with  regulations  of  the 
Administrator)  by  reason  of  any  medically  demonstrable 
illness,  injury,  or  other  impairment. 
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1  “federal  Service 

2  “(h)  For  purposes  of  determining  eligibility  for  and 

3  amount  of  benefits  under  this  section,  service  in  the  employ 

4  of  the  United  States  or  any  wholly  or  partly  owned  in- 

5  strumentality  thereof  shall  not  be  regarded  as  employment 

6  within  the  meaning  of  section  210  (a).” 
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81st  CONGRESS 
2d  Session 


H.  R.  6000 


IN  THE  SENATE  OF  THE  UNITED  STATES 

April  28  (legislative  day,  March  29),  1950 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  lie  proposed  by  Mr.  Lehman  (for  himself,  Mr. 
Murray,  Mr.  Humphrey,  and  Mr.  Douglas)  to  the  bill 
(11.  II.  6000)  to  extend  and  improve  the  Federal  Old-Age 
and  Survivors  Insurance  System,  to  amend  the  public  assist¬ 
ance  and  child  welfare  provisions  of  the  Social  Security  Act, 
and  for  other  purposes,  viz: 

1  On  page  36,  lines  11  and  12,  delete  “twenty-six  days 

2  during  such  quarter”  and  insert  in  lieu  thereof  the  words 

3  “six  days  during  such  quarter,  each  day  being  in  a  different 

4  calendar  week”. 

5  On  page  138,  in  lines  11  and  12,  delete  “twenty-six  days 

6  during  such  quarter”  and  insert  in  lieu  thereof  the  words 

7  “six  days  during  such  quarter,  each  day  being  in  a  different 

8  calendar  week”. 
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AMENDMENT 

Intended  to  be  proposed  by  Mr.  Lehman  (for 
himself,  Mr.  Murray,  Mr.  Humphrey,  and 
Mr.  Douglas)  to  the  bill  (H.  R.  6000)  to  ex¬ 
tend  and  improve  the  Federal  Old-Age  and 


Calendar  No.  1680 


8  1st  Congress  1 

SENATE 

j  Report 

2d  Session  j 

{  No.  1669 

SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


May  17  (legislative  day,  March  29),  1950. — Ordered  to  be  printed  with 

illustrations 


Mr.  George,  from  the  Committee  on  Finance,  submitted  the  following 

REPORT 

[To  accompany  H.  R.  6000] 

The  Committee  on  Finance,  to  whom  was  referred  the  bill  (H.  R. 
6000)  to  extend  and  impiove  the  Federal  old-age  and  survivors  insur¬ 
ance  system,  to  amend  the  public  assistance  and  child-welfare  provi¬ 
sions  of  the  Social  Security  Act,  and  for  other  purposes,  having  con¬ 
sidered  the  same,  report  favorably  thereon  with  an  amendment  in 
the  nature  of  a  substitute  and  recommend  that  the  bill  as  amended 
do  pass. 

Introduction  and  Summary 

I.  PURPOSE  AND  SCOPE  OF  THE  BILL 

More  than  a  decade  has  passed  since  the  Congress  amended  the 
Social  Security  Act  and  established  the  present  benefit  provisions 
under  old-age  and  survivors  insurance.  In  the  interim,  tremendous 
changes  have  taken  place  in  our  economy.  The  onrush  of  broad 
social  and  economic  developments  has  completely  unbalanced  the 
Nation’s  social  security  system.  Congressional  action  is,  therefore, 
urgently  needed  to  reestablish  the  proper  relationship  among  the 
basic  programs  in  this  system. 

Your  committee  is  greatly  disturbed  by  the  increasing  burden  on 
the  general  revenues  caused  by  dependency  in  the  United  States. 
Currently  Federal  expenditures  are  running  at  a  rate  of  $1.1  billion  a 
year  for  public  assistance  as  contrasted  to  expenditures  of  less  than 
$800  million  under  the  old-age  and  survivors  insurance  program. 

Total  expenditures  for  the  three  State-Federal  public  assistance 
programs  in  calendar  year  1949  were  $2.0  billion.  The  cost  to  the 
Federal  Treasury  for  assistance  to  needy  persons  was  $1.0  billion  in 
1949.  This  was  $235  million  more  than  in  1948  and  $350  million  more 
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than  in  1947.  More  than  three-fourths  of  the  costs  of  public  assistance 
grants  from  the  Federal  Treasury  are  for  dependent  old  people.  In 
1949  the  Federal  Government  spent  $795  million  for  payments  to 
needy  old  people  alone,  and  the  combined  amounts  spent  by  Federal, 
State,  and  local  governments  for  old-age  assistance  was  $1.4  billion. 
The  magnitude  of  expenditures  for  old-age  dependency  gives  us  spe¬ 
cial  concern  because  of  the  growing  number  of  aged  in  the  population. 
The  number  of  persons  age  65  and  over  has  increased  from  7}{  million 
in  1935  when  the  Social  Security  Act  was  passed  to  1 1 K  million  today. 
By  1960  we  may  expect  14  to  15  million  aged  persons  and  25  years 
from  now  17  to  20  million. 

Your  committee’s  impelling  concern  in  recommending  passage  of 
H.  R.  6000,  as  revised,  has  been  to  take  immediate,  effective  steps 
to  cut  down  the  need  for  further  expansion  of  public  assistance, 
particularly  old-age  assistance.  Unless  the  insurance  system  is  ex¬ 
panded  and  improved  so  that  it  in  fact  offers  a  basic  security  to 
retired  persons  and  to  survivors,  there  will  be  continual  and  nearly 
irresistible  pressure  for  putting  more  and  more  Federal  funds  into  the 
less-constructive  assistance  programs.  We  consider  the  assistance 
method  to  have  serious  disadvantages  as  a  long-run  approach  to  the 
Nation’s  social-security  problem.  We  believe  that  improvement  of 
the  American  social-security  system  should  be  in  the  direction  of 
preventing  dependency  before  it  occurs,  and  of  providing  more  effec¬ 
tive  income  protection,  free  from  the  humiliation  of  a  test  of  need. 
Accordingly  your  committee  recommends  action  designed  to  immedi¬ 
ately  bolster  and  extend  the  system  of  old-age  and  survivors  insurance 
by  extension  of  coverage,  increasing  benefit  amounts,  liberalizing 
eligibility  requirements,  and  otherwise  improving  this  basic  system 
for  dealing  with  income  losses. 

Your  committee  recognizes  that  the  bill  which  it  is  recommending 
for  passage  does  not  do  the  whole  job.  Public  assistance  can  be 
reduced  to  a  minimum  only  if  the  present  aged  have  their  needs  met 
through  some  other  program.  It  is  not  enough  to  provide  for  those 
who  will  retire  in  the  future.  We  believe  that  the  problem  of  pro¬ 
viding  income  to  those  who  have  already  retired  and  who  are  ineligible 
for  insurance  should  be  studied  further.  Your  committee  has  not 
been  able  to  arrive  at  definite  conclusions  on  this  problem  in  the  time 
available  for  the  consideration  of  H.  R.  6000.  We  are,  therefore, 
recommending  that  further  study  be  given  to  this  and  other  problems 
not  resolved  by  this  bill. 

To  keep  assistance  at  a  minimum  in  the  future  will  also  require 
even  further  extension  of  coverage  than  is  provided  in  this  bill.  We 
recommend  particularly  that  further  extension  of  coverage  to  farm 
groups  be  given  attention.  In  the  absence  of  clear-cut  expressions 
on  the  part  of  farm  operators  that  they  want  this  protection  the 
provisions  of  the  committee-approved  bill  seem  to  us  to  be  as  far  as 
it  is  desirable  to  go  without  fuller  consultation  with  the  farm  groups. 
This  should  be  a  matter  for  further  study. 

Another  question  which  is  not  resolved  by  this  bill  but  which  will  be 
a  matter  of  increasing  importance  is  the  relationship  of  the  public  social- 
security  program  to  private  pension  plans,  particularly  those  now 
being  established  through  collective  bargaining  to  cover  major  groups 
of  industrial  workers.  Your  committee  is  aware  that  there  are  many 
disadvantages  in  the  collective-bargaining  approach  to  retirement 
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plans.  From  the  standpoint  of  the  worker,  as  well  as  the  economy, 
these  plans  have  serious  weaknesses.  Most  of  these  plans  do  not  give 
the  worker  rights  which  he  can  take  with  him  from  job  to  job.  They 
tend  to  discourage  the  hiring  of  older  workers.  They  require  long 
periods  of  service  with  one  employer  and,  in  addition,  employment  with 
the  particular  employer  just  before  retirement.  Most  younger  workers 
will  never  qualify  for  benefits  because  they  will  not  meet  these  long- 
service  requirements.  The  long-run  relationship  between  the  Federal 
program  and  the  movement  in  collective  bargaining  deserves  the  most 
careful  study. 

Your  committee  has  not  included  permanent  and  total  disability 
insurance  or  assistance  provisions  in  the  bill.  We  recognize  that  the 
problem  of  disabled  workers  is  one  which  requires  careful  attention, 
especially  because  of  the  increasing  proportion  of  older  workers  and 
the  rising  rate  of  chronic  invalidity  in  the  population.  Moreover,  the 
problem  is  not  limited  to  the  feasibility  of  providing  income  or  pen¬ 
sions  merely  to  maintain  disabled  workers.  At  least  of  equal  signifi¬ 
cance  is  the  need  for  assuring  fullest  use  of  rehabilitation  facilities  so 
that  disabled  persons  may  be  returned  to  gainful  work,  whenever  this 
is  possible.  Your  committee  believes  that  the  Federal  Government 
should  increase  the  grants-in-aid  to  the  States  for  vocational  rehabili¬ 
tation  and  that  further  study  should  be  made  of  the  problem  of  income 
maintenance  for  permanently  and  totally  disabled  persons. 

Your  committee  believes  that  further  study  should  also  be  given  to 
the  problems  involved  in  the  long-range  financing  of  an  old-age  and 
survivors  insurance  system,  particularly  the  issue  of  reserve  financing 
versus  paj^-as-you-go. 

Although  your  committee  recognizes  that  the  bill  does  not  solve  all 
the  problems,  we  believe  that  its  passage  would  constitute  a  very 
significant  step  forward  in  the  establishment  of  a  sound  social-security 
program. 


II.  BACKGROUND  AND  HISTORY  OF  LEGISLATION 

A.  Social  Security  Act  of  1935 

This  act  provided  a  system  of  old-age  insurance  for  persons  work¬ 
ing  in  industry  and  commerce  as  a  long-run  safeguard  against  the 
occurrence  of  old-age  dependency.  To  help  alleviate  immediate  needs, 
Federal  grants  were  provided  to  States  for  three  forms  of  public  assist¬ 
ance:  For  the  needy  aged,  the  needy  blind,  and  dependent  children. 
The  old-age  insurance  plan  provided  monthly  benefits  (beginning  in 
1942)  only  for  the  insured  worker  in  his  old  age  and  also  lump-sum 
death  benefits.  A  tax  was  imposed  on  employers  and  employees  at  a 
rate  of  1  percent  each  for  1937-39,  1%  percent  for  1940-42,  2  percent 
for  1943-45,  2%  percent  for  1946-48,  and  3  percent  thereafter.  An 
old-age  reserve  account  was  created,  to  which  Congress  annually 
appropriated  funds  in  amounts  “determined  on  a  reserve  basis  in 
accordance  with  accepted  actuarial  principles”;  in  actual  practice 
these  appropriations  closely  approximated  the  tax  receipts  less  admin¬ 
istrative  costs  which  were  met  out  of  the  General  Treasury. 

B.  1939  revision  of  the  Social  Security  Act 

The  amendments  considerably  broadened  the  protection  of  the  old- 
age  insurance  system.  Supplementary  benefits  were  provided  for  the 
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eligible  wife  and  children  of  a  retired  worker  and  for  the  surviving 
widow  and  children  (in  certain  instances  also  for  surviving  dependent 
parents).  The  beginning  date  for  payment  of  monthly  benefits  was 
advanced  to  January  1940.  Benefits  payable  in  the  early  years  were 
increased,  while  benefits  were  reduced  for  unmarried  workers  with 
high  earnings  who  would  retire  after  many  years  of  coverage.  This 
was  accomplished  by  basing  the  benefits  on  average  covered  wages 
rather  than  on  total  covered  wages.  The  tax  rate  on  employers  and 
employees  was  held  at  1  percent  each  through  1942,  and  was  then  to 
follow  the  original  schedule.  Further,  it  was  provided  that  an  amount 
equal  to  the  tax  collections  would  be  appropriated  to  the  fund  and 
the  requirement  as  to  annual  appropriations  being  “determined  on  a 
reserve  basis  in  accordance  with  accepted  actuarial  principles”  was 
removed. 

The  1939  amendments  also  liberalized  the  assistance  provisions  by 
increasing  the  individual  maximums  for  the  needy  aged  and  for  the 
needy  blind,  upon  which  the  matching  by  the  Federal  Government  is 
based,  from  $30  per  month  to  $40.  Also  the  Federal  matching  propor¬ 
tion  for  aid  to  dependent  children  was  increased  from  one-third  to 
one-half,  and  the  age  limit  was  raised  from  16  to  18.  Further,  it  was 
required  that  States  in  determining  need  for  assistance  take  into  ac¬ 
count  income  and  resources  of  applicants. 

C.  Legislation  during  1940-45 

In  1943  and  in  subsequent  years  legislation  was  passed  to  maintain 
the  old-age  and  survivors  insurance  contribution  rate  at  1  percent 
each  on  employers  and  employees,  rather  than  letting  it  rise  as  sched¬ 
uled  in  the  1939  amendments.  In  1943  the  law  was  changed  to 
authorize  appropriation  from  general  revenues  to  the  trust  fund  of 
“such  additional  sums  as  may  be  required  to  finance  the  benefits  and 
payments  under  the  insurance  program”  (to  date  no  appropriations 
have  been  made  under  this  provision). 

D.  The  1946  amendments 

Provision  was  made  for  survivors  insurance  benefits  in  respect  to 
World  War  II  veterans  who  die  within  3  years  of  discharge  from  the 
armed  forces,  provided  that  such  survivors  are  not  entitled  to  pen¬ 
sions  under  veterans’  laws.  The  amendments  also  froze  the  old-age 
and  survivors  insurance  contribution  rate  at  1  percent  for  1947  and 
made  a  number  of  technical  changes  which  slightly  liberalized  benefits 
and  simplified  certain  aspects  of  the  program. 

The  funds  available  to  States  for  public  assistance  were  increased 
substantially.  For  the  period  October  1946  through  December  1947 
the  Federal  matching  proportion  for  the  aged  and  the  blind  was  raised 
from  a  straight  one-half  to  two-thirds  of  the  first  $15  per  month  of 
the  average  payment  and  one-lialf  of  the  remainder,  while  at  the 
same  time  the  maximum  individual  grant  upon  which  matching 
could  be  made  was  raised  from  $40  to  $45.  For  aid  to  dependent 
children  the  Federal  share  was  raised  from  a  uniform  one-half  to 
two-thirds  of  the  first  $9  of  the  average  payment  and  one-half  of  the 
remainder,  with  the  individual  maximums  being  raised  from  $18  for 
the  first  child  and  $12  for  each  additional  child  to  $24  and  $15 
respectively. 
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E.  Amendments  after  194-6 

In  1947  the  old-age  and  survivors  insurance  contribution  rate  was 
again  frozen  at  1  percent  effective  through  1949;  the  rate  was  to  be 
114  percent  in  1950-51  and  2  percent  thereafter.  The  increased  grants 
for  public  assistance  provided  in  the  1946  amendments,  scheduled  to 
expire  in  December,  were  extended  through  June  1950. 

In  1948  Congress  amended  the  Social  Security  Act  by  passing  two 
bills  over  the  President’s  veto.  Public  Law  492,  Eightieth  Congress, 
excluded  certain  newspaper  vendors  from  the  coverage  of  old-age  and 
survivors  insurance.  Public  Law  642,  Eightieth  Congress,  amended 
the  definition  of  “employee”  so  as  to  retain  the  usual  common-law 
rules  for  determining  the  employer-employee  relationship.  The  public 
assistance  provisions  were  again  liberalized.  For  the  aged  and  the 
blind,  the  Federal  Government  would  pay  three-fourths  of  the  first  $20 
of  the  average  payment  and  one-lialf  thereafter,  with  the  individual 
matchable  maximum  raised  to  $50  per  month.  The  matching  grants 
for  aid  to  dependent  children  were  raised  to  tliree-fourtlis  of  the  first 
$12  of  the  average  payment  per  child  and  one-half  thereafter,  with  the 
individual  matchable  maximum  payments  being  $27  for  the  first  child 
and  $18  for  each  additional  child. 

F.  Hearings  of  1949-50 

H.  R.  6000  was  referred  to  your  committee  on  October  6,  1949. 
Its  passage  by  the  House  of  Representatives  followed  extensive  hear¬ 
ings  on  social  security  before  the  Committee  on  Ways  and  Means. 
These  hearings  lasted  from  February  28  through  April  27,  1949,  and 
consideration  by  the  House  committee  in  executive  session  continued 
for  a  period  of  16  weeks. 

This  year,  your  committee  conducted  public  hearings  from  January 
17  through  March  23.  Your  committee  has  received  and  printed 
2383  pages  of  testimony  and  additional  information  submitted  for  the 
record  by  individuals  and  groups  interested  in  various  phases  of  welfare 
activities  and  old-age  and  survivors  insurance  and  considered  the  bill 
in  executive  session  from  April  3  through  May  17. 

In  considering  the  House-approved  bill  your  committee  also  had  the 
benefit  of  a  comprehensive  report  prepared  by  an  outstanding  advisory 
council  appointed  under  authority  of  a  Senate  resolution  of  June  23, 
1947. 

III.  SUMMARY  OF  PRINCIPAL  PROVISIONS  OF  THE  COMMITTEE-APPROVED 

BILL 

A.  Old-age  and  survivors  insurance 

I.  Extension  of  coverage. — Old-age  and  survivors  insurance  coverage 
would  be  extended  to  about  10  million  persons  during  the  course  of  an 
average  week;  8.3  million  of  them  would  be  covered  on  a  compulsory 
basis,  and  the  remainder  on  a  voluntary  basis  (at  the  election  of  the 
employer).  The  specific  additions  to  coverage  are  as  follows: 

(a)  Nonfarm  self-employed:  Covered  if  self-employment  yields 
annual  net  income  of  at  least  $400,  except  for  physicians,  lawyers, 
dentists,  osteopaths,  chiropractors,  optometrists,  Christian  Science 
practitioners,  naturopaths,  veterinarians,  certified  public  accountants, 
architects,  and  professional  engineers. 
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( b )  Agricultural  workers:  Covered  if  on  a  farm  and  regularly 
employed  (defined  as  employment  by  a  single  employer  for  at  least 
60  days  in  a  calendar  quarter,  with  cash  wages  of  at  least  $50  for 
services  in  the  quarter).  Certain  agricultural  processing  work  off  the 
farm  and  certain  essentially  commercial  or  industrial  border-line 
agricultural  labor  are  also  covered. 

(c)  Domestic  workers :  Covered  if  in  a  private  home  (but  not  on  a 
farm  operated  for  profit)  and  if  employed  by  a  single  employer  for 
at  least  24  days  in  a  calendar  quarter  with  cash  wages  of  at  least  $50 
for  service  in  the  quarter.  (If  employed  on  a  farm  operated  for 
profit,  would  be  covered  as  agricultural  workers — see  above.) 

(d)  Employees  of  nonprofit  organizations :  Covered  on  a  compulsory 
basis  both  as  to  employers  and  employees, ^’except  for  employees  of 
religious  denominations  and  of  organizations  owned  and  operated  by 
a  religious  denomination.  A  religious  denomination  would  be  afforded 
an  opportunity  to  obtain  coverage  for  its  lay  employees  on  a  voluntary 
basis  if  it  so  desired,  but  ministers  and  members  of  religious  orders 
would  continue  to  be  excluded  on  a  mandatory  basis. 

(e)  Employees  of  State  and  local  governments :  Covered  only  if  not 
under  a  retirement  system  and  if  State  enters  into  an  agreement  with 
the  Federal  Government.  All  public  employees  under  a  retirement 
system  would  be  excluded  on  a  mandatory  basis. 

(/)  Employees  outside  of  the  United  States:  Covered  if  United 
States  citizens  employed  by  an  American  employer  outside  of  the 
United  States.  Certain  employees  on  American  aircraft  outside  the 
United  States  are  covered  irrespective  of  citizenship. 

( g )  Employment  in  Puerto  Rico  and  Virgin  Islands:  Employment 
and  self-employment  in  the  Virgin  Islands  covered,  and  also  in  Puerto 
Rico,  if  requested  by  the  Puerto  Rican  legislature. 

(, h )  Federal  civilian  employees:  Employees  serving  under  temporary 
appointment  pending  final  determination  of  eligibility  for  permanent 
or  indefinite  appointment  and  other  Federal  employees  not  under  a 
retirement  system,  except  certain  temporary  workers,  elective  officials, 
certain  policy-making  committee  members,  etc.,  are  covered.  Also 
covered  are  employees  of  farm  loan  and  production  credit  associations, 
employees  of  post  exchanges  and  similar  organizations,  employees  of 
Federal  credit  unions,  etc. 

(i)  Tips  and  gratuities:  Excluded  as  in  present  law. 

( j )  Definition  of  employee:  Retains  definition  based  on  usual 
common-law  rules,  and  extends  coverage  as  employees  to  full-time 
life  insurance  salesmen  and  certain  agent-drivers. 

(k)  Effective  date:  For  coverage  changes,  January  1,  1951. 

2.  Liberalization  of  benefit  amounts. — 

(a)  Current  beneficiaries:  About  2.9  million  persons  currently 
receiving  old-age  and  survivors  insurance  benefits  would  have  their 
monthly  benefits  increased  on  the  average  by  about  85  to  90  percent. 
Increases  would  range  from  about  60  percent  for  highest-benefit 
groups  to  over  100  percent  for  low-benefit  groups.  The  average 
primary  benefit  of  approximately  $26  per  month  for  retired  workers 
now  on  the  rolls  would  be  increased  to  over  $48. 
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Present  primary  insurance  benefit 

New  primary  insurance 
amount 

House- 
approved  bill 

Committee- 
approved  bill 

$10  _ _ _ _ _ 

$25 

$20 

$15-.  . . . . - . - . . . . 

31 

31 

$20 _ _ _ 

36 

37 

$25 _ _ _ _ _ _ 

44 

48 

$30 _ _ _ _ 

51 

56 

$35 - - - - - - 

65 

62 

$40  _ _ _ 

60 

68 

$45-.-  --- . - _ _ 

64 

72 

(■ b )  Future  beneficiaries:  An  alternative  formula  is  provided  for 
persons  retiring  or  dying  in  the  future  which  would  be  applicable  to 
those  who  have  at  least  six  quarters  of  coverage  after  1950. 

The  formula  for  the  primary  insurance  amount  is  50  percent  of  the 
first  $100  of  average  monthly  wage,  plus  15  percent  of  the  next  $150 
(based  on  the  maximum  wage  and  tax  base  of  $3,000  per  year).  For 
example,  for  an  average  monthly  wage  of  $200,  the  primary  insurance 
amount  would  be  $65  (50  percent  of  the  first  $100  of  average  wage, 
plus  15  percent  of  the  next  $100  of  average  wage,  or  $50  plus  $15). 

Under  the  bill,  individual  benefit  amounts  payable  in  the  next 
decade,  on  the  whole,  would  be  about  110  percent  higher  than  under 
existing  law.  The  bill  would  result  in  total  payments  under  old-age 
and  survivors  insurance  of  about  $2  billion  in  the  first  year  of 
operation  as  against  about  $900  million  under  present  law  for 
the  same  period. 

The  minimum  primary  benefit  under  existing  law  of  $10  per  month 
would  be  increased  to  $25,  except  that  for  those  with  very  low  wages 
(averaging  under  $34  per  month)  the  minimum  would  be  $20. 

The  maximum  family  benefit  under  existing  law  of  $85  per  month 
would  be  increased  to  $150,  but  the  maximum  benefit  could  not 
exceed  80  percent  of  the  average  monthly  wage  of  the  insured  person. 

(c)  Computation  of  average  wage :  The  average  wage  of  an  insured 
worker  would  be  computed  the  same  as  under  present  law,  except 
that  if  a  larger  benefit  would  result,  the  individual’s  average  would  be 
computed  over  the  period  following  1950  rather  than  after  1936.  In 
order  to  have  such  a  “new  start”  average  wage,  the  individual  would 
have  to  acquire  six  quarters  of  coverage  after  1950. 

3.  Eligibility  for  benefits. — In  order  to  qualify  for  old-age  and  sur¬ 
vivors  insurance  benefits  under  present  law,  an  individual  must  have 
either  (a)  quarters  of  coverage  (calendar  quarters  with  $50  or  more  of 
wages  paid)  equal  to  at  least  one-half  of  the  number  of  quarters 
elapsing  since  1936  and  before  age  65  or  death,  or  ( b )  40  quarters  of 
coverage.  Under  the  bill  eligibility  requirements  are  greatly  liberal¬ 
ized  by  providing  a  “new  start.”  Quarters  of  coverage  would  be 
required  for  only  one-half  of  the  number  of  quarters  since  1950  (with 
a  minimum  of  six  quarters  of  coverage  required),  but  such  quarters  of 
coverage  may  include  those  earned  before  1951.  Thus  any  person 
aged  62  or  over  on  the  effective  date  of  the  bill  would  be  fully  insured 
for  benefits  at  age  65  if  he  had  at  least  six  quarters  of  coverage  acquired 
at  any  time. 
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4.  Benefit  categories. — The  bill  retains  the  present  benefit  amounts  (as 
related  to  the  worker’s  primary  insurance  amount)  payable  to  wives, 
widows,  and  parents,  but  increases  the  amount  payable  to  surviving 
children.  As  at  present,  no  benefits  would  be  provided  for  permanent 
and  total  disability. 

A  lump-sum  death  payment  of  3  times  the  primary  insurance 
amount  (amounting  to  approximately  the  same  as  6  times  the  primary 
benefit  under  present  law)  is  made,  as  at  present,  when  no  survivor  is 
immediately  eligible  for  monthly  benefits.  In  addition,  provision  is 
included  to  assure  that,  where  less  than  this  amount  is  paid  in  monthly 
benefits  in  the  year  following  death,  a  lump-sum  amounting  to  the 
difference  is  payable. 

The  bill  also  makes  the  following  additional  major  benefit  changes 
in  present  law: 

(a)  Dependent  children  of  women  workers:  Benefits  to  children  are 
payable  on  a  more  liberal  basis  in  respect  to  deaths  of  insured  married 
women.  Thus,  it  a  woman  is  currently  insured  at  the  time  of  her 
death  (has  6  quarters  of  coverage  out  of  the  13-quarter  period  ending 
with  the  quarter  of  death),  her  children  will  be  eligible  for  monthly 
survivor  benefits  even  though  the  father  of  the  children  is  present  in 
the  household.  Under  existing  law  such  children  would  he  ineligible 
for  benefits. 

( b )  Dependent  husbands  and  widowers:  A  new  category  of  benefits 
is  added  for  dependent  husbands,  age  65  or  over,  of  retired  or  deceased 
women  workers.  No  benefits  are  paid  under  present  law  to  dependent 
husbands  and  widowers. 

(c)  Former  wife  divorced:  Benefits  are  payable  to  a  divorced  wife 
caring  for  entitled  children  of  her  deceased  former  husband. 

5.  Limitation  on  earnings  of  beneficiaries. — The  amount  the  bene¬ 
ficiary  may  earn  in  covered  employment  without  loss  of  benefits  is 
increased  from  $14.99  to  $50  per  month.  After  age  75,  benefits  are 
payable  regardless  of  amount  of  earnings  from  employment. 

6.  Veterans. — World  War  II  veterans  are  granted  wage  credits 
under  the  old-age  and  survivors  insurance  program  of  $160  per  month 
for  the  time  spent  in  military  or  naval  service  between  September  16, 
1940,  and  July  24,  1947,  except  that  such  wage  credits  would  not  be 
provided  if  the  period  of  service  in  the  Armed  Forces  is  credited  for 
civil  service,  military,  railroad,  or  any  other  Federal  retirement 
system.  The  additional  cost  of  the  benefits  arising  from  these  wage 
credits  would  be  borne  by  the  trust  fund. 

7.  Effective  date. — All  changes  in  benefit  provisions  are  effective  for 
the  second  month  following  the  month  of  enactment. 

8.  Financing  of  old-age  and  survivors  insurance. — (a)  Taxable  wage 
base:  The  total  annual  earnings  on  which  benefits  would  be  computed 
and  contributions  paid  is  retained,  as  at  the  present,  at  $3,000. 

( b )  Contribution  schedule:  Employers  and  employees  will  continue 
to  share  equally,  with  the  rate  on  each  being  as  follows: 


Calendar  years: 

1950-55 _ 

1956-59 _ 

1960-64 _ 

1965-69 _ 

1970  and  after _ 

The  self-employed  who  are 
rate  for  any  year  after  1950. 


Rate  ( percent ) 


iH 

2 

2)4 

3 

3K 


covered  would  pay  1%  times  the  above 
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B.  Public  assistance 

1.  Old-age  assistance. — Existing  law  is  retained  except  that  State 
supplementary  old-age  assistance  payments  would  be  shared  in  by 
the  Federal  Government  only  on  a  50-50  basis  in  those  cases  where 
a  retired  worker  becomes  a  primary  old-age  and  survivors  insurance 
beneficiary  after  the  effective  date  of  the  bill.  Thus,  the  maximum 
Federal  share  in  these  cases  would  be  $25.  Under  existing  law  the 
Federal  Government  provides  three-fourths  of  the  first  $20  and  one- 
half  of  the  balance  of  an  assistance  payment  within  $50  maximums, 
or  $30  if  the  State  provides  at  least  $20  in  all  instances. 

2.  Aid  to  dependent  children.- — In  order  to  assist  the  States  to  im¬ 
prove  this  program  the  maximum  payments  in  which  the  Federal 
Government  would  share  are  increased  from  $27  to  $30  per  month  for 
the  first  child  and  from  $18  to  $20  for  each  additional  child  in  a  family. 
Thus  the  maximum  Federal  funds  are  increased  from  $16.50  to  $18 
for  the  first  child  and  from  $12  to  $13  for  each  additional  child. 

3.  Aid  to  the  blind. — Beginning  July  1952  all  States  administering 
federally  approved  aid-to-the-blind  programs  would  be  required  to 
disregard  earned  income,  up  to  $50  per  month,  of  claimants  for  aid 
to  the  blind  in  determining  eligibility  for  and  the  amount  of  aid. 
Prior  to  July  1952  the  exemption  of  earnings  is  discretionary  with 
each  State.  Thus  the  State  legislatures  will  be  afforded  an  oppor¬ 
tunity  to  make  any  necessary  changes  in  their  aid-to-the-blind  laws 
to  conform  to  the  new  Federal  requirement. 

4.  Direct  payment  for  medical  care. — States  would  be  authorized  to 
make  direct  payments  to  doctors  or  others  furnishing  medical  care, 
and  would  be  authorized  to  make  direct  payments  to  anyone  providing 
recipients  with  remedial  care  as  authorized  under  State  laws.  Under 
existing  law  the  Federal  Government  does  not  participate  in  the  cost 
of  medical  care  for  recipients  unless  payment  for  such  care  is  made 
directly  to  recipients. 

5.  Medical  institutions. — The  Federal  Government  would  share  in 
the  costs  incurred  by  the  States  in  furnishing  assistance  to  the  needy 
aged  and  blind  recipients  in  public  medical  institutions.  Existing 
law  limits  Federal  participation  to  recipients  residing  in  private 
institutions. 

C.  Service  programs  for  children 

1.  Child-welfare  services. — To  assist  the  States  to  strengthen  and 
improve  the  Federal-State  cooperative  programs  for  services  to 
neglected  children  and  children  in  danger  of  becoming  delinquent, 
the  bill  increases  the  authorization  for  child-welfare  services  from  the 
$3K  million  per  year  in  existing  law  to  $12  million. 

2.  Maternal-  and  child-health  services. — To  assist  the  States  to  ex¬ 
tend  and  improve  their  programs  to  promote  better  health  for  mothers 
and  children,  the  bill  increases  the  authorization  for  Federal  grants 
from  the  $11  million  per  year  in  existing  law  to  $20  million. 

3.  Services  for  crippled  children. — To  assist  the  States  to  reduce  the 
number  of  crippled  children  now  awaiting  medical,  surgical,  or  other 
necessary  service,  the  bill  increases  the  authorization  for  Federal 
grants  from  the  $7%  million  per  year  in  existing  law  to  $15  million. 
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D.  Unemployment  insurance 

Title  XII  of  the  Social  Security  Act  allowing  advances  to  the 
accounts  of  States  in  the  Unemployment  Trust  Fund  which  expired 
on  January  1,  1950,  is  reenacted  for  a  2-year  period. 

Old-Age  and  Survivors  Insurance 

IV.  EXTENSION  OF  OLD-AGE  AND  SURVIVORS  INSURANCE  COVERAGE 

A.  General 

The  old-age  and  survivors  insurance  program  now  covers  35  million 
workers  during  the  course  of  an  average  week.  The  committee- 
approved  bill  would  cover  about  10  million  additional  workers; 
8.3  million  of  them  would  be  covered  on  a  compulsory  basis,  and 
coverage  would  be  available  to  the  remainder  on  a  voluntary  basis. 
Table  1  gives  a  detailed  breakdown  of  the  new  coverage  provided  by 
the  committee-approved  bill  as  compared  with  the  House-approved 
bill.  Each  of  the  new  groups  covered  is  discussed  in  detail  under  the 
appropriate  headings  below. 

Coverage  under  the  present  law  is  limited  entirely  to  workers  in 
industry  and  commerce  in  the  continental  United  States,  Alaska, 
and  Hawaii. 

Under  the  committee-approved  bill,  coverage  would  be  extended 
to  self-employed  persons  other  than  farmers  and  certain-named  pro¬ 
fessional  groups;  employees  of  State  and  local  governments  at  the 
election  of  the  State,  provided  the  employees  are  not  under  an  existing 
retirement  system;  certain  border-line  agricultural  labor;  paid  farm 
workers  and  domestic  servants  on  a  farm  who  are  employed  by  a 
given  employer  for  at  least  60  days  in  a  calendar  quarter;  nonfarm 
domestic  servants  who  are  employed  by  a  given  employer  for  at  least 
24  days  in  a  calendar  quarter;  employees  of  nonprofit  organizations 
(those  employed  by  religious  denominations  and  organizations  owned 
and  operated  by  a  religious  denomination  would  be  covered  only  if 
the  religious  denomination  elected  such  coverage;  employees  of  other 
nonprofit  organizations  would  be  covered  compulsorily) ;  United 
States  citizens  employed  outside  the  United  States  by  an  American 
employer;  certain  employees  on  American  aircraft  outside  the  United 
States;  and  certain  Federal  civilian  employees  not  under  an  existing 
retirement  system  (excluding  various  short-term  and  policy-making 
employees).  Full-time  life-insurance  salesmen  and  certain  agent- 
drivers  are  specifically  designated  as  employees  for  coverage  purposes. 
In  addition,  employees  and  self-employed  persons  in  Puerto  Rico  and 
the  Virgin  Islands  would  be  covered  on  the  same  basis  as  those  in  the 
United  States. 

The  committee-approved  bill  would  not  cover  farmers;  farm  workers 
and  domestic  servants  who  are  not  regularly  employed  by  an  employer; 
Federal,  State,  and  local  government  employees  covered  under  retire¬ 
ment  systems;  members  of  the  Armed  Forces;  railroad  employees; 
the  self-employed  professional  groups  mentioned  previously;  and 
certain  other  smaller  groups  of  workers. 
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Table  1. — Comparison  of  increases  in  old-age  and  survivors  insurance  coverage 


Category 

House-ap- 
proved  bill 

Committee- 
approved  bill 

Nonfarm  self-employed. ...  .  . . .  __  _  _  . 

4,  500,  000 
200,  000 
(200, 000) 
(  ) 

5, 000, 000 
1, 000, 000 
(200, 000) 
(800, 000) 
1, 000, 000 
600,  000 
(400,  000) 
(200, 000) 
1,400,000 
(1, 400, 000) 

( .  ) 

Agricultural  workers _  _  . 

Borderline  employment _  _ 

Regularly  employed  on  farm _  _ _ 

950, 000 
600,  000 
(600, 000) 
(  ) 

Employees  of  nonprofit  organizations _ _  .  _  _  . 

Compulsory  coverage _ _  . 

Employees  of  State  and  local  governments..  _ 

>  3,800,000' 
(1, 400, 000) 
(2, 400, 000) 
100, 000 
150,  000 
350.  000 
650,  000 

Voluntary,  not  under  a  retirement  system. _  _  _  ... 

Voluntary,  under  a  retirement  system _ 

Federal  civilian  employees  not  under  a  retirement  system _  _ 

200,000' 
150,000 
400, 000 
150, 000 

Employees  outside  the  United  States _ _ ...  _ 

Employment  in  Puerto  Rico  and  Virgin  Islands _  _ 

New  definition  of  “employee”. _ _  _ 

Total  under  compulsory  coverage _  _ 

7,  500, 000 

3, 800, 000 

8, 300, 000 

1,  600, 000 

Grand  total _ _ _  ...  _ 

11, 300, 000 

9, 900, 000 

1  Eiclusive  of  a  relatively  small  number  of  transit  workers  who  would  be  compulsorily  covered. 

Note. — Figures  in  parentheses  are  subtotal  figures. 

Your  committee  has  given  extensive  consideration  to  the  advisa¬ 
bility  of  extending  coverage  to  the  farm  workers,  domestic  workers, 
and  professional  self-employed  groups  excluded  under  the  committee- 
approved  bill  and,  as  well,  to  farm  operators.  Your  committee 
believes,  however,  that  further  study  must  be  given  to  the  special 
problems  involved  in  covering  these  groups. 

The  House-approved  bill  would  cover  substantially  the  same  new 
groups  as  the  committee-approved  bill.  The  differences  are  as  fol¬ 
lows  :  Under  the  House  bill,  regular  farm  workers  would  not  be  covered, 
and  coverage  would  be  permitted  for  State  and  local  government 
employees  who  are  under  an  existing  retirement  system  if  the  em¬ 
ployees  and  the  beneficiaries  of  the  system  voted  for  such  coverage. 
Under  the  House-approved  bill,  employees  of  all  nonprofit  organiza¬ 
tions,  including  the  religious,  would  be  covered  on  a  compulsory  basis, 
but  the  employer  could  elect  whether  or  not  to  pay  his  share  of  the  tax. 
Under  the  committee-approved  bill,  employees  of  a  religious  organiza¬ 
tion  would  not  be  coveied  unless  the  organization  elects  coverage,  in 
which  case  both  would  pay  the  required  taxes,  and  employees  of  other 
nonprofit  organizations  would  be  covered  compulsorily.  Both  bills 
would  continue  the  mandatory  exclusion  of  ministers  and  members  of 
religious  orders.  Under  the  House-approved  bill,  the  term  “em¬ 
ployee”  was  defined  to  include  many  individuals  who  are  not  employees 
under  the  usual  common-law  rules.  The  definition  in  the  committee- 
approved  bill  goes  beyond  the  common-law  rides  only  with  respect 
to  full-time  life-insurance  salesmen  and  certain  agent-drivers.  The 
remaining  groups  defined  as  “employees”  under  the  House  bill  would 
be  covered  as  self-employed  under  the  committee  bill. 

B.  Specific  coverage  groups  added 

1.  The  nonfarm  self-employed. — No  self-employed  persons  are 
covered  by  present  law.  Except  for  farmers  and  certain  professional 

S’oups,  the  self-employed  would  be  covered  by  the  committee  bill, 
overage  would  be  compulsory.  Your  committee  gave  thorough 
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consideration  to  the  possibility  of  coverage  on  a  voluntary  basis,  but 
found  fundamental  objections  to  that  approach.  The  history  of  vol¬ 
untary  social  insurance  in  other  countries  indicates  definitely  that 
only  a  very  small  proportion  of  all  eligible  individuals  actually  elect 
to  participate.  Moreover,  the  ones  who  do  elect  to  participate  are 
usually  not  those  in  the  greatest  need  of  such  protection;  that  is, 
those  of  average  or  below-average  income.  In  addition,  voluntary 
coverage  wrould  probably  attract  almost  exclusively  people  who  are 
already  aged  and  others  who  can  foresee  a  large  possible  return  for 
their  contributions;  as  a  result,  the  program  would  be  faced  with 
adverse  selection  of  risks  and  a  serious  drain  on  the  trust  fund. 

Between  35  and  40  percent  of  the  total  number  of  nonfarm  self- 
employed  who  would  be  covered  are  in  the  retail  trade.  Approxi¬ 
mately  20  to  25  percent  are  proprietors  of  service  establishments. 
From  12  to  15  percent  are  engaged  in  the  construction  industry.  The 
remaining  25  to  30  percent  are  engaged  in  manufacturing,  in  whole¬ 
sale  trade,  or  in  transportation,  real  estate,  or  insurance  enterprises. 
The  professional  groups  which  are  excluded — namely,  doctors,  den¬ 
tists,  osteopaths,  chiropractors,  naturopaths,  Christian  Science  prac¬ 
titioners,  optometrists,  veterinarians,  lawyers,  certified  public  ac¬ 
countants,  architects,  and  professional  engineers — number  approxi¬ 
mately  425,000  persons. 

Practicable  administrative  procedures  for  coverage  of  the  self- 
employed  have  been  developed.  An  individual  would  report  his 
self-employment  income  by  transferring  certain  information  from  the 
trade  or  business  schedule  of  his  income-tax  return  to  a  social-security 
schedule  on  the  same  return.  If  the  individual’s  net  earnings  from 
self-employment  amounted  to  less  than  $400  in  any  year,  he  would 
pay  no  self-employment  tax  on  such  income  and  receive  no  credit 
toward  old-age  and  survivors  insurance  benefits.  Thus,  collection  of 
taxes  from  persons  whose  self-employment  is  of  a  casual  nature 
would  be  avoided.  Any  wages  paid  the  individual  in  covered  em¬ 
ployment  would  be  deducted  from  the  $3,000  annual  maximum  in 
determining  the  amount  of  net  earnings  from  self-employment  taxable 
and  creditable  in  any  year. 

Under  the  House-approved  bill,  coverage  of  the  self-employed 
would  be  virtually  the  same  as  in  the  committee-approved  bill  except 
that  publishers  would  be  excluded  by  the  former  and  covered  by  the 
latter,  while  naturopaths,  certified  public  accountants,  architects,  and 
certain  classes  of  professional  engineers  would  be  covered  by  the  House 
bill  and  excluded  by  the  committee  bill. 

2.  Agricultural  labor. — In  general,  present  law  excludes  from  cover¬ 
age  all  service  performed  on  a  farm  (defined  to  include  plantations, 
ranches,  nurseries,  ranges,  greenhouses,  and  orchards),  in  connection 
with  cultivating  the  soil  or  harvesting  any  agricultural  or  horticultural 
commodity  or  in  connection  with  the  operation  and  maintenance  of 
a  farm  and  its  equipment.  Also  excluded  are  border-line  agricultural 
activities  such  as  the  production  of  maple  sirup,  maple  sugar,  and 
naval  stores;  mushroom  growing;  poultry  hatching;  cotton  ginning; 
the  operation  of  irrigation  systems  used  exclusively  for  fanning 
purposes;  postharvesting  services  performed  in  the  employ  of  a 
farmer;  services  performed  in  the  employ  of  a  farmers’  cooperative; 
and,  in  the  case  of  fruits  and  vegetables,  services  performed  in  the 
employ  of  a  commercial  handler. 
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The  committee-approved  bill  would  extend  coverage  to  most  of  the 
now  excluded  border-line  agricultural  employment  other  than  the 
production  of  naval  stores  and  the  ginning  of  cotton.  In  addition,  it 
would  cover  any  agricultural  worker  who  earned  $50  with  an  employer 
in  a  calendar  quarter  and  was  employed  by  that  employer  on  at  least 
60  days  of  either  that  quarter  or  the  previous  quarter. 

Your  committee  believes  that  its  proposal  with  regard  to  regularly 
employed  agricultural  workers  would  cover  a  substantial  part  (about 
800,000)  of  the  agricultural  labor  force  of  the  Nation  without  im¬ 
posing  an  undue  record-keeping  burden  on  farm  operators.  It  is 
estimated  that  this  extension  of  coverage  would  affect  only  about 
600,000  of  the  almost  6,000,000  farm  operators  in  the  country.  The 
farm  operator  would  know  that  he  has  no  responsibility  for  reporting 
the  wages  of  an  employee  and  paying  the  tax  thereon  unless  the 
employee  performed  services  for  him  on  60  days  or  more  of  a  calendar 
quarter  and  was  paid  at  least  $50  in  wages  or  was  employed  by  him  for 
60  days  or  more  in  the  previous  quarter  and  earned  $50  or  more  in 
both  quarters.  For  example,  A  works  for  Farmer  B  60  days  and  is 
paid  $50  or  more  in  cash  wages  during  the  January-March  quarter; 
then  Farmer  B  would  have  to  report  and  pay  the  tax  on  the  cash 
wages  paid  A  for  that  period.  Farmer  B  would  also  have  to  report 
wages  paid  to  A  in  the  April-June  quarter  even  if  A  did  not  work 
for  60  days,  provided  that  he  earned  cash  wages  in  the  employ  of 
Farmer  B  of  $50  or  more.  If  A  left  the  employ  of  Farmer  B  without 
having  worked  60  days  in  the  April-June  quarter  and  then  returned 
to  work  in  the  July-September  quarter,  he  would  be  covered  in  the 
latter  quarter  only  if  he  then  met  both  the  days-worked  and  cash- 
wages  tests. 

In  addition,  services  in  connection  with  the  operation  or  mainten¬ 
ance  of  an  irrigation  system  would  be  covered  without  regard  to  the 
number  of  days  worked  or  amount  of  wages  earned  by  the  worker  if 
the  system  is  operated  for  profit.  If  it  is  a  nonprofit  system  used 
exclusively  for  farming  purposes,  the  60-day  test  and  the  $50  cash- 
wages  test  would  have  to  be  met  for  the  worker  to  be  covered. 

Services  in  connection  with  the  ginning  of  cotton  and  the  production 
of  naval  stores  would  continue  to  be  excluded  from  coverage  under  all 
circumstances. 

Under  the  House-approved  bill,  coverage  of  border-line  agricultural 
employment  would  be  virtually  the  same  as  in  the  committee-approved 
bill  except  that  the  former  would  cover  all  services  in  connection  with 
the  operation  or  maintenance  of  an  agricultural  irrigation  system. 
With  respect  to  agricultural  labor  other  than  in  the  border-line  area, 
the  House-approved  bill  would  provide  no  coverage  at  all. 

3.  Employees  of  State  and  local  governments . — Under  present  law, 
employment  by  State  and  local  government  units  is  not  included  in 
the  coverage  of  the  old-age  and  survivors  insurance  system.  Under 
the  committee-approved  bill,  all  such  employment  which  is  not  under 
an  existing  retirement  system  could  be  covered  through  voluntary 
agreements  between  the  States  and  the  Federal  Security  Administrator. 

The  voluntary  agreements  would  be  made  with  respect  to  defined 
coverage  groups.  In  general,  a  coverage  group  would  comprise  all 
the  employees  of  a  State  or  of  a  political  subdivision  not  under  an 
existing  retirement  system.  However,  smaller  groups  made  up  ol 
employees  of  a  State  or  political  subdivision  who  perform  service  in 
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connection  with  a  proprietary  function  could  also  be  covered.  For 
instance,  under  a  State  agreement,  coverage  could  be  extended  to 
employees  of  a  transportation  system  of  a  given  city  without  cover¬ 
age  being  extended  to  any  other  employees  of  the  city.  For  any 
group  to  be  covered,  all  of  the  employees  in  the  group  (with  certain 
possible  specified  exceptions,  such  as  part-time  workers  or  elected 
officials)  would  have  to  be  covered. 

Provision  is  also  made  for  the  orderly  termination  of  Federal- 
State  agreements.  In  order  to  safeguard  the  interest  of  all  parties 
concerned,  the  agreement  could  not  be  terminated  until  it  had  been 
in  force  for  5  years,  and  then  at  least  2  years’  advance  notice  of  the 
termination  would  have  to  be  given.  In  order  to  prevent  in-and-out 
movements  disadvantageous  to  the  financing  of  the  program,  the  bill 
would  provide  that  if  a  group’s  coverage  were  terminated,  the  group 
could  not  be  covered  again. 

If  a  State  failed  to  pay  the  required  contributions  while  an  agree¬ 
ment  was  in  effect,  the  Federal  Government  could  deduct  the  amount 
due  (plus  interest)  from  payments  otherwise  due  to  the  States  under 
other  titles  of  the  Social  Security  Act  (chiefly  Federal  grants  for  public 
assistance) . 

The  House-approved  bill  has  substantially  the  same  provisions 
with  respect  to  State  and  local  government  employees  not  covered  by 
retirement  systems  as  has  the  committee-approved  bill.  In  addition, 
however,  the  former  would  permit  members  of  an  existing  retirement 
system  to  be  covered  if  such  members  and  the  beneficiaries  of  the 
system  so  elected  by  a  two-thirds  majority  vote.  Your  committee 
received  overwhelming  testimony  against  permitting  such  coverage 
and  so  has  specifically  prohibited  it.  Furthermore,  the  House- 
approved  bill  contained  a  provision  for  the  compulsory  coverage  of 
certain  transportation  workers.  Your  committee  is  of  the  opinion 
that  all  coverage  of  State  and  local  employees  must  be  on  a  voluntary 
basis. 

4.  Employees  in  domestic  service. — This  group,  whose  need  for  the 
protection  of  social  insurance  is  very  great,  is  not  covered  under 
present  law.  They  have  been  excluded  mainly  because  of  the  admin¬ 
istrative  difficulties  which  were  believed  to  be  involved  in  their 
coverage.  Your  committee  is  convinced  that  regularly  employed 
domestic  workers  can  now  be  covered  without  undue  administrative 
difficulties.  Domestic  servants  in  private  homes,  other  than  those  on 
farms  operated  for  profit,  would  be  covered  with  respect  to  their 
services  in  a  calendar  quarter  for  a  particular  employer  if  they  earned 
at  least  $50  in  cash  wages  and  either  (a)  worked  at  least  24  days  for  that 
employer  in  the  current  quarter  or  (b)  had  worked  for  the  employer 
on  24  days  or  more  and  had  earned  cash  wages  of  $50  or  more  in  the 
preceding  quarter.  Under  this  definition  of  a  “regular”  worker,  most 
nonfarm  domestic  employees  who  are  hired  on  a  weekly  or  monthly 
basis  will  be  covered,  while  most  part-time  workers,  and  all  casual 
or  intermittent  workers,  will  be  excluded  from  coverage.  Domestic 
workers  on  farms  operated  for  profit  would  be  covered  to  the  same 
extent  as  agricultural  workers,  that  is,  on  the  basis  of  a  60-day  test 
rather  than  a  24-day  test. 

The  bill  also  extends  coverage  to  nonstudent  domestic  workers  in 
local  college  clubs,  fraternities,  and  sororities,  whose  remuneration  is  at 
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least  $50  in  a  calendar  quarter.  Students  performing  domestic  work 
for  such  employers  will  continue  to  be  excluded  from  coverage. 

There  are  certain  types  of  nonbusiness  services  which  are  not,  strictly 
speaking,  domestic  service  in  private  homes  but  which  are  difficult  to 
distinguish  from  domestic  service.  To  facilitate  coverage  determina¬ 
tions,  the  same  requirements  for  coverage  are  applied  to  such  services 
as  to  domestic  service,  namely,  there  must  be  cash  remuneration  of  at 
least  $50  and  employment  on  at  least  24  days  in  the  quarter. 

Under  the  House-approved  bill,  coverage  would  be  extended  to 
domestic  service  and  nonbusiness  services  in  a  home  other  than  one  on 
a  farm  operated  for  profit,  in  the  same  manner  as  is  provided  by  the 
committee-approved  bill  except  that  the  former  based  coverage  on  $25 
rather  than  $50  in  cash  wages  and  on  26  days  rather  than  24  days  of 
employment.  The  committee-approved  bill  would  raise  the  $25  re¬ 
quirement  to  $50  to  make  certain  that  no  domestic  worker  would  be 
taxed  unless  he  or  she  received  credit  for  a  “quarter  of  coverage,” 
which  under  the  committee  bill  would  be  given  for  $50  of  wages.  On 
the  other  hand,  the  26-day  requirement  was  reduced  to  24  days  to 
permit  coverage  of  the  domestic  worker  who  has  “a  twice-a-week  job,” 
but  who  misses  1  or  2  days  in  a  3-month  period. 

5.  Employees  of  nonprofit  organizations. — Under  present  law,  em¬ 
ployees  of  nonprofit  organizations  operated  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational  purposes  or  for  the 
prevention  of  cruelty  to  children  or  animals,  are  not  covered  by  the 
old-age  and  survivors  insurance  program.  The  committee-approved 
bill  would  cover  part  of  this  group  on  a  compulsory  basis  and  part  on 
a  voluntary  basis.  In  no  event,  however,  could  members  of  the  clergy 
and  religious  orders  be  covered. 

Under  the  committee-approved  bill  employees  of  religious  denomina¬ 
tions  and  of  organizations  owned  and  operated  by  a  religious  denomi¬ 
nation  would  continue  to  be  excluded  from  compulsory  coverage,  but 
a  religious  denomination  could  elect  to  cover  its  employees  and  an 
organization  owned  and  operated  by  a  religious  denomination  could 
elect  to  cover  its  employees.  Once  a  religious  denomination  or  an 
organization  owned  and  operated  by  a  religious  denomination  had 
elected  to  cover  its  employees,  they  would  be  compulsorily  covered 
thereafter.  Other  nonprofit  employment  would  be  covered  on  a 
compulsory  basis. 

The  bill  would  continue  to  exclude  service  performed  for  nominal 
amounts  (less  than  $50  in  a  quarter)  in  the  employ  of  nonprofit  organi¬ 
zations,  service  performed  by  student  nurses  and  internes,  and  service 
performed  by  students  in  the  employ  of  colleges  and  universities. 
Those  exclusions  would  simplify  administration  without  depriving 
a  significant  number  of  people  of  the  protection  of  the  system.  On  the 
other  hand,  coverage  would  be  extended,  except  where  the  services 
are  performed  for  nominal  amounts  of  remuneration,  to  certain 
ritualistic  or  dues-collecting  services  for  fraternal  beneficiary  societies, 
to  service  for  agricultural  and  horticultural  organizations  and  for 
voluntary  employees’  beneficiary  associations,  and  to  services  per¬ 
formed  by  students  in  the  employ  of  nonprofit  organizations  other 
than  schools,  colleges,  or  universities. 

Under  the  House-approved  bill  all  employees  of  nonprofit  organi¬ 
zations,  including  those  in  the  employ  of  a  religious  organization, 
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would  be  covered  on  a  compulsory  basis,  but  payment  by  the  employer 
of  his  share  of  the  contribution  would  be  voluntary.  If  the  employer 
did  not  pay  the  tax,  the  employees  would  receive  only  half  wage 
credits,  which,  on  the  average,  would  entitle  them  to  benefits  70 
percent  as  large  as  they  would  be  entitled  to  on  the  basis  of  full  wage 
credits.  Your  committee  believes  that  for  the  nonprofit  organiza¬ 
tions — other  than  the  religious — there  is  no  reason  why  coverage 
should  not  be  extended  on  a  compulsory  basis  with  respect  to  both 
the  employer  and  employee  contributions.  On  the  other  hand,  your 
committee  believes  that  voluntary  coverage  should  be  provided  for 
employees  of  religious  denominations  and  organizations  owned  and 
operated  by  such  denominations. 

6.  Federal  civilian  employees  not  covered  under  a  retirement  system. — 
Under  present  law  all  employees  of  the  Federal  Government  and  most 
employees  of  Federal  instrumentalities  are  excluded  from  old-age 
and  survivors  insurance.  The  committee-approved  bill  would  extend 
the  coverage  to  some  of  these  workers  who  are  not  now  under  retire¬ 
ment  systems.  The  new  groups  brought  in  would  be: 

(a)  Temporary  employees  of  the  United  States  whether  they  are 
awaiting  permanent  appointment  or  are  in  positions  not  intended  to 
be  permanent,  other  than  temporary  employees  in  positions  not  in¬ 
tended  to  be  permanent  in  the  field  service  of  the  Post  Office  Depart¬ 
ment  and  those  engaged  in  taking  the  census;  (6)  employees  of  national 
farm  loan  associations  (other  than  directors) ;  (c)  employees  of  the 
Army  and  Air  Force  Exchange  Service,  Army  and  Air  Force  Motion- 
Picture  Service,  Navy  ship’s  service  stores,  Marine  Corps  post  ex¬ 
changes,  and  similar  organizations;  ( d )  employees  of  the  Tennessee 
Valley  Authority  other  than  those  covered  by  its  retirement  system, 
( e )  employees  of  Federal  credit  unions;  (/)  employees  of  county  and 
community  committees  under  the  Production  and  Marketing  Ad¬ 
ministration;  (y)  employees  of  production  credit  associations  partly 
owned  by  the  United  States  (those  associations  from  which  Federal 
funds  have  been  retired  are  already  covered). 

Your  committee  believes  that  the  House-approved  bill  requires 
amendment  in  order  to  clarify  the  coverage  extension  in  this  area. 
For  example,  there  is  doubt  under  the  House-approved  bill  about  the 
position  of  many  individuals  in  policy-making  and  advisory  positions 
such  as  committee  members  under  the  Production  and  Marketing 
Administration.  Under  the  bill  as  approved  by  your  committee  such 
persons  would  be  excluded. 

The  House-approved  bill  does  not  include  temporary  employees  of 
the  United  States  awaiting  permanent  appointment.  Since  many  of 
these  persons  do  not  stay  with  the  Federal  Government  but  return  to 
work  in  employment  covered  by  old-age  and  survivors  insurance, 
your  committee  believes  that  they  should  be  covered  by  old-age  and 
survivors  insurance  until  they  receive  a  permanent  appointment. 

Members  of  the  legislative  branch  and  elected  officials  of  the  Gov¬ 
ernment  would  continue  to  be  excluded  under  both  the  House  bill  and 
the  bill  as  approved  by  your  committee. 

7.  Americans  employed  outside  the  United  States—  Under  present 
law  such  employment  outside  the  United  States  is  not  covered  unless 
it  is  performed  on  or  in  connection  with  an  American  vessel.  The 
committee-approved  bill  would  cover  the  service  of  American  citizens 
outside  of  the  United  States  if  performed  in  the  employ  of  American 
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employers.  This  seems  desirable  because  more  and  more  American 
citizens  are  being  sent  beyond  the  boundaries  of  the  United  States  to 
continue  their  work  for  American  employers  and  the  insurance  pro¬ 
tection  of  such  persons  should  not  be  interrupted. 

The  committee-approved  bill  would  also  extend  coverage  to  employ¬ 
ment  on  American  aircraft  outside  of  the  United  States  under  the  same 
conditions  which  now  apply  to  American  ships.  Thus,  there  will  be  no 
tax  incentive  for  employers  to  employ  foreign  nationals  instead  of 
American  citizens  on  aircraft  trips  between  the  United  States  and 
foreign  countries.  The  committee-approved  bill,  however,  would  not 
cover  such  service  as  that  performed  by  a  foreign  national  employed 
as  a  mechanic  to  service  an  American  aircraft  at  a  foreign  airport  if 
the  contract  of  service  was  entered  into  outside  of  the  United  States 
and  if  such  foreign  national  was  not  part  of  the  flight  crew  of  the  air¬ 
craft.  The  House-approved  bill  contained  the  same  coverage 
provisions  as  the  committee-approved  bill. 

8.  Puerto  Rico  and  the  Virgin  Islands. — Employment  in  these  islands 
is  not  now  covered  under  the  old-age  and  survivors  insurance  program. 
The  committee-approved  bill  would  cover  employment  in  the  islands 
in  the  same  manner  and  to  the  same  extent  as  similar  employment  is 
covered  in  he  continental  United  States.  Coverage  would  be  effective 
in  the  Virgin  Islands  without  any  action  by  the  Virgin  Islands  au¬ 
thorities,  but  in  the  case  of  Puerto  Rico  it  would  become  effective  only 
if  requested  by  the  Puerto  Rican  Legislature.  Puerto  Rico  and  the 
Virgin  Islands  are  a  part  of  our  American  economy,  and  their  popula¬ 
tions  are  clearly  in  need  of  social-insurance  protection.  As  a  result  of 
relatively  low  average  earnings,  workers  there  are  generally  unable  to 
provide  for  their  own  future  security.  Despite  low  wages  and  irregu¬ 
larity  of  employment,  however,  it  appears  that  with  the  eligibility 
provisions  proposed  by  your  committee,  the  great  majority  of  the 
workers  in  covered  occupations  would  be  able  to  qualify  for  insurance 
benefits. 

Under  the  House-approved  bill  coverage  was  extended  to  these 
islands  in  the  same  fashion  as  in  the  committee-approved  bill.  How¬ 
ever,  the  higher  requirements  for  obtaining  quarters  of  coverage  in 
the  former  would  have  resulted  in  a  considerable  area  of  employment 
in  these  islands  where  low-paid  workers  would  have  to  pay  taxes  and 
yet  woidd  not  acquire  benefit  rights. 

9.  Tips  and  gratuities. — Tips  and  gratuities  would  be  excluded  as 
wages  in  the  committee-approved  bill  to  the  same  extent  as  in  present 
law.  On  the  other  hand,  the  House-approved  bill  would  include  all 
tips  and  gratuities  in  the  amounts  reported  in  writing  to  the  employer 
by  the  employee.  Your  committee  believes  that  such  a  change  would 
introduce  administrative  complications. 

10.  Definition  of  “employee” . — In  existing  law  the  term  employee 
is  defined  by  reference  to  the  usual  common-law  rules.  Your  com¬ 
mittee  believes  that  the  common-law  rides  for  determining  the  em¬ 
ployer-employee  relationship  should  be  retained,  but  that  the  meaning 
of  “employee’'  for  old-age  and  survivors  insurance  purposes  should 
be  expanded  to  include  certain  categories  of  service  which  are  subject 
to  clear-cut  definition.  These  categories  are:  services  performed  by 
individuals  as  full-time  life-insurance  salesmen,  and  services  performed 
by  agent  drivers  and  commission  drivers  engaged  in  the  distribution 
of  bakery  products,  meat,  products,  or  laundry  or  dry-cleaning  services. 
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Since  the  usual  common-law  rules  would  continue  to  be  applicable 
for  ascertaining  the  employer-employee  relationship  under  the  com¬ 
mittee-approved  bill,  the  inclusion  of  individuals  performing  services 
in  these  categories  as  “employees”  for  old-age  and  survivors  insurance 
purposes  will  not  have  the  effect  of  removing  from  coverage  as  an 
employee  any  individual  who  is  covered  under  existing  law. 

The  House-approved  bill  would  continue  to  classify  as  an  employee 
an  officer  of  a  corporation  and  would  continue  the  test  based  on  the 
usual  common-law  rules.  In  these  respects  the  committee-approved 
bill  and  the  House-approved  bill  are  identical.  The  latter,  however, 
would  provide  several  additional  tests  which  are  described  briefly 
below. 

The  House-approved  bill  would  provide  that  full  force  and  effect 
be  given  to  a  written  contract  expressly  reciting  that  the  person  for 
whom  the  service  is  performed  shall  have  complete  control  over  the 
performance  of  such  service  and  that  the  individual,  in  the  performance 
of  such  service  (either  alone  or  as  a  member  of  a  group) ,  is  the  employee 
of  such  person.  This  provision  was  designed  to  change  the  effect  of 
the  United  States  Supreme  Court  holding  in  Bartels  v.  Birmingham 
((1947),  332  U.  S.  126).  Also  the  House-approved  bill  would  desig¬ 
nate  as  employees  individuals  performing  seven  categories  of  service. 
Moreover  that  bill  would  provide  a  test  for  determining  the  employer- 
employee  relationship  based  on  seven  factors — the  so-called  economic 
reality  test.  Your  committee  has  concluded  on  the  basis  of  over¬ 
whelming  weight  of  testimony  that  the  common-law  rules  for  deter¬ 
mining  the  employer-employee  relationship  should  be  retained  except 
for  the  special  provisions  for  the  categories  of  service  performed  by 
individuals  as  full-time  life-insurance  salesmen  and  services  per¬ 
formed  by  certain  agent  drivers  and  commission  drivers  as  described 
above. 

The  persons  who  would  be  covered  as  employees  by  the  definition 
in  the  House-approved  bill  and  who  would  not  be  so  covered  under 
the  committee-approved  bill  would,  in  general,  be  covered  under  the 
latter  as  self-employed  individuals;  thus  there  would  not  be  a  limita¬ 
tion  of  the  extent  of  coverage  because  of  your  committee’s  action. 

11.  Effective  date. — Under  the  committee-approved  bill  the  effective 
date  for  the  coverage  changes  described  previously  would  be  January 
1,  1951,  whereas  under  the  House-approved  bill  (passed  on  October  5, 
1949),  the  corresponding  date  would  be  January  1,  1950. 

V.  OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS  FOR  WORLD  WAR  II 

VETERANS 

As  a  result  of  being  removed  from  the  civilian  labor  force,  World 
War  II  servicemen  were  deprived  of  the  opportunity  for  coverage 
under  the  Federal  old-age  and  survivors  insurance  program.  The 
chance  for  servicemen  to  acquire  benefit  rights  under  the  program,  or 
to  increase  or  maintain  their  existing  protection,  was  lessened.  It  is 
believed  fair,  therefore,  that  the  Federal  Government  should  give 
recognition  under  the  program  to  wartime  military  service. 

Under  present  law,  limited  provision  has  been  made  as  to  survivor 
benefits  for  veterans  of  World  War  II.  Under  these  provisions  a 
veteran  who  meets  certain  service  requirements  and  who  dies  within 
3  years  after  separation  from  service  is  considered  to  have  died  fully 
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insured  with  an  average  monthly  wage  of  not  less  than  $160.  The 
committee-approved  bill  would  leave  this  provision  unchanged. 

The  present  provision  does  not  apply  if  the  veteran  died  in  service 
or  if  the  Veterans’  Administration  determines  that  any  pension  or 
compensation  is  payable,  by  reason  of  the  death  of  the  veteran,  under 
any  law  administered  by  that  agency.  Moreover,  the  3-year  protec¬ 
tion  provided  under  present  law  has  now  expired  in  the  great  majority 
of  cases. 

Your  committee  believes  that  World  War  II  servicemen  should  have 
the  same  status  under  old-age  and  survivors  insurance  as  they  might 
have  had  if  military  service  had  not  interfered  with  their  employment. 
Accordingly,  the  bill  would  give  servicemen  wage  credits  of  $160  for 
each  month  of  military  service  performed  during  the  World  War  II 
period.  These  wage  credits  would  be  given  regardless  of  whether 
death  occurred  in  service  and  whether  veterans’  benefits  were  payable. 
If  the  protection  provided  under  present  law  and  that  provided  by  the 
military-service  wage  credits  overlap,  the  provisions  that  would  result 
in  the  most  favorable  treatment  would  apply.  However,  your  com¬ 
mittee  believes  that  war-service  wage  credits  should  be  withheld 
when  retirement  or  survivor  insurance  credit  is  given  for  the  same 
period  of  military  service  under  another  governmental  system,  such  as 
railroad  retirement,  civil-service  retirement,  or  a  military  pension  on 
account  of  age  alone. 

Your  committee  believes  that  the  cost  of  the  additional  benefits 
resulting  from  the  wage  credits,  as  well  as  those  resulting  from  the 
present  provisions  affecting  veterans  after  the  amendments  go  into 
effect,  should  be  met  directly  out  of  the  trust  fund  rather  than  from 
special  appropriations  from  the  General  Treasury  to  the  trust  fund 
as  under  present  law,  since  there  is  a  substantial  amount  now  in  the 
trust  fund  and,  as  will  be  indicated  subsequently,  the  trust  fund  will 
continue  for  a  considerable  time  to  have  an  excess  of  income  from 
contributions  over  outgo  for  benefit  payments. 

In  most  cases  where  the  individual  died  in  service,  the  wage  credits 
would  be  of  real  significance  in  providing  additional  benefits  for  his 
widow  and  children.  In  many  cases  such  deceased  servicemen  were 
insured  when  they  entered  military  service  but,  with  the  absence  of 
wage  credits  during  service,  lost  insured  status  or  had  their  benefit 
amounts  sharply  reduced.  A  very  real  hardship,  therefore,  results  in 
most  death-in-service  cases  if  wage  credits  are  not  given  or  if  provision 
is  made  for  adjustment  where  compensation  is  payable  by  the  Vet¬ 
erans’  Administration. 

The  wage  credits  would  be  taken  into  account  in  computing  any 
monthly  benefits  payable  for  any  month  after  the  effective  date  (in¬ 
cluding  cases  where  death  occurred  prior  to  then)  and  in  determining 
lump-sum  death  payments  where  the  veteran  dies  after  the  effective 
date.  The  bill  would  not  provide  for  payment  of  retroactive  monthly 
benefits  or  for  lump  sums  in  cases  where  the  death  has  already 
occurred. 

Under  the  House-approved  bill  the  provisions  for  World  War  II 
servicemen  were  virtually  the  same  as  in  the  committee-approved  bill 
except  that  the  cost  of  the  additional  benefits  resulting  would  be  met 
by  special  appropriations  from  the  General  Treasury  to  the  trust  fund 
and  except  that  the  wage  credits  would  be  given  even  though  the 
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period  of  military  service  were  credited  under  other  old-age,  retire¬ 
ment,  or  survivor  insurance  benefit  programs. 

VI.  OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS  LIBERALIZED 

A.  General 

A  major  change  provided  by  the  committee-approved  bill  is  to 
establish  a  level  of  old-age  and  survivors  insurance  benefits  which 
would  be  roughly  double  the  amounts  provided  in  the  present  Social 
Security  Act  and  somewhat  higher,  for  some  time  to  come,  than  the 
amounts  provided  in  H.  R.  6000  as  passed  by  the  House  of  Repre¬ 
sentatives.  For  retired  workers  who  are  already  on  the  benefit  rolls, 
the  range  of  benefits  (exclusive  of  any  benefits  for  their  eligible 
dependents)  would  be  between  $20  and  $72.50  per  month,  as  com¬ 
pared  with  the  present  range  of  from  $10  to  $45.60.  Corresponding 
increases  would  be  made  for  eligible  dependents  of  retired  workers 
and  for  survivor  beneficiaries  now  on  the  roll. 

The  average  payment  for  a  retired  worker  without  regard  to  sup¬ 
plementary  dependent’s  benefits  is  now  about  $26  per  month. 
Under  the  committee-approved  bill  the  average  payment  will  be 
increased  to  over  $48  per  month.  The  average  increase  in  the 
benefits  of  all  those  now  on  the  rolls  would  be  about  85  to  90  percent. 
Under  the  House-approved  bill  the  average  increase  for  those  now 
receiving  benefits  would  be  about  70  percent. 

For  workers  who  retire  in  the  next  few  years,  the  average  benefit 
would  be  about  $50  to  $55.  Several  factors  contribute  to  this  increase. 
The  new  benefit  formula  itself  gives  a  much  higher  proportion  of  the 
average  monthly  wage  than  the  present  formula;  another  factor  of 
significance  is  the  increase  in  the  minimum  benefit  from  $10  to  $20. 
An  increase  in  benefits  would  also  result  from  the  provision  for  basing 
benefits  solely  on  wages  earned  after  1950  if  such  wages  result  in  a 
higher  benefit  than  that  derived  from  all  wages  earned  under  the 
program . 

Benefits  under  the  committee-approved  bill  would  replace  a  higher 
proportion  of  the  average  monthly  wage  above  $100  than  would  the 
House-approved  bill — 15  percent  as  compared  with  10  percent. 

B.  Computation  of  benefits 

1.  Increase  of  existing  benefits. — There  are  compelling  social  and 
economic  reasons  for  liberalizing  benefits  for  those  now  on  the  rolls. 
Present  beneficiaries,  no  less  than  persons  who  become  beneficiaries 
in  the  future,  need  benefits  which  are  revised  to  take  into  account 
that  the  1939  benefit  formula  proved  to  be  inadequate  soon  after  its 
enactment  and  that  prices  have  risen  since  then.  This  type  of 
adjustment  is  common  practice  in  private  pension  plans  and  in 
retirement  plans  of  State  and  local  governments.  In  liberalizing  the 
railroad  retirement  system  and  the  civil-service  retirement  system, 
the  Congress  has  increased  the  benefits  of  those  already  on  the  rolls 
as  well  as  the  benefits  of  those  who  become  eligible  in  the  future. 

The  increase  in  benefit  amounts  for  persons  now  on  the  rolls  would 
be  accomplished  by  the  use  of  a  conversion  table  included  in  the 
bill  (a  summary  of  this  table  is  presented  hi  table  2).  This  would 
avoid  the  necessity  of  recomputing  benefit  amounts  individually,  a 
procedure  which  would  be  extremely  time  consuming  and  expensive. 
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In  order  that  benefits  for  those  now  on  the  rolls  will  not  be  higher 
on  the  average  than  for  persons  coming  on  the  rolls  in  the  future,  the 
table  has  been  constructed  to  yield  a  slightly  lower  average  benefit 
than  the  new  formula  will  produce. 


Table  2 .—Summary  of  conversion  table  for  computing  monthly  benefits  for  those 
now  on  the  roll  (or  retiring  in  the  future)  1 


[All  figures  rounded  to  nearest  dollar] 


New  primary  insurance 

Primary 

amount 

Maximum 

benefit,  com- 

family 

benefits 

puted  under 
present  law 

House -ap- 

Committee- 

payable  2 

proved  bill 

approved  bill 

$10 

$25 

$20 

$40 

15 

31 

31 

50 

20 

36 

37 

59 

25 

44 

48 

78 

30 

51 

56  , 

113 

35 

55 

62 

145 

40 

60 

68 

150 

45 

64 

72 

150 

Examples: 

(a)  Eetired  worker  now  receiving  $30  per  month  will  receive  $56  after  effective  date  under  committee- 
approved  bill  as  against  $51  under  House-approved  bill.  Amount  he  receives  plus  supplementary  benefits 
for  his  eligible  dependents  or  amount  for  his  survivors  cannot  exceed  $113  per  month. 

(b)  Widow  age  65  or  over  now  receiving  $30  per  month  (based  on  throe-fourths  of  deceased  husband’s  pri¬ 
mary  benefit  of  $40)  will  receive  $.51  after  effective  date  under  committee-approved  bill  0i  of  $68)  as  against 
$45  under  the  House-approved  bill. 

1  For  those  retiring  in  the  future,  this  table  is  used  either  if  they  do  not  have  sufficient  quarters  of  cover¬ 
age  to  qualify  for  the  “new  start”  average  wage  or  if  the  table  produces  a  more  favorable  result. 

2  Same  for  both  House-approved  bill  and  committee-approved  bill. 


The  conversion  table  will  apply  not  only  to  present  beneficiaries 
but  to  all  future  beneficiaries  who  do  not  have  six  quarters  of  coverage 
after  1950  and  therefore,  as  explained  below,  cannot  qualify  for  the 
“new  start”  on  the  average  monthly  wage  and  the  new  benefit  formula. 
Furthermore,  even  those  who  qualify  for  the  “new  start”  will  have  the 
alternative  available  to  them  of  applying  the  benefit  formula  in  the 
present  law  (except  no  increment  would  be  given  for  years  after  1950) 
to  an  average  monthly  wage  starting  with  1937  and  then  using  the  con¬ 
version  table.  In  the  great  majority  of  cases,  however,  the  “new 
start”  would  be  more  advantageous. 

Under  the  House-approved  hill  the  same  general  procedure  of  a 
conversion  table  for  existing  beneficiaries  would  be  followed.  How¬ 
ever,  the  increases  are,  on  the  whole,  only  about  70  percent  higher  than 
under  present  law,  as  compared  with  the  85  to  90  percent  increase  in 
the  committee-approved  bill.  Thus  the  House-approved  bill  creates 
a  sharp  dividing  line  between  those  who  retire  or  die  just  before  the 
effective  date  as  compared  with  those  retiring  or  dying  just  after  the 
effective  date.  Furthermore,  under  the  House-approved  bill,  the 
conversion  table  does  not  apply  to  future  beneficiaries  even  though 
in  some  instances  it  would  be  to  their  advantage. 

2.  Average  monthly  wage—  In  the  present  law,  the  average  monthly 
wage  is  obtained  by  dividing  the  individual’s  total  taxable  wages  by 
the  number  of  months  after  1936,  when  the  program  began,  excluding 
months  occurring  in  any  quarter  before  the  individual  attained  age 
22  in  which  his  wages  were  less  than  $50,  and  up  to  the  time  his 
benefit  is  calculated  at  age  65  or  later,  or  at  death.  Thus  periods 
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during  which  the  individual  was  out  of  covered  employment  for  any 
reason  after  age  22  and  before  age  65  reduce  the  average  monthly 
wage  and  therefore  the  insurance  benefit.  The  committee-approved, 
bill,  in  general,  continues  this  method  of  calculating  the  average 
monthly  wage  and  provides  for  an  alternative  “new  start.” 

Persons  whose  occupations  have  been  excluded  from  coverage  under 
the  present  program  will  sufFer  serious  disadvantage  after  coverage  is 
extended  unless  such  an  alternative  is  permitted.  Otherwise,  a 
worker  who  has  been  in  an  employment  hitherto  excluded  from  cover¬ 
age  will  always  be  penalized  for  his  former  lack  of  coverage  since,  in 
effect,  his  wages  from  newly  covered  employment  will  be  averaged 
over  all  the  months  elapsed  since  1936  or  since  he  reached  age  22,  if 
later.  His  low  average  wage,  in  turn,  will  result  in  a  low  benefit 
amount. 

Your  committee  believes  that  an  appropriate  way  to  eliminate  this 
handicap  for  newly  covered  groups  would  be  to  have  their  average 
wages  computed  from  the  date  of  the  coverage  extension,  just  as  the 
average  wage  now  disregards  periods  before  January  1,  1937,  for  those 
in  employments  first  covered  as  of  that  date.  Since  large  numbers 
of  workers  have  been  in  both  covered  and  noncovered  employment, 
however,  it  would  be  almost  impossible  to  establish  a  sound  basis  for 
determining  which  individuals  should  be  treated  as  belonging  to  a 
newly  covered  group.  The  opportunity  to  profit  from  the  provisions 
designed  for  the  newly  covered  groups  must  therefore  be  open  to  all 
persons. 

Unless  previously  covered  workers  also  have  the  alternative  of  a 
“new  start,”  many  will  fare  worse  than  those  newly  covered,  since 
the  relatively  low  wages  paid  in  the  later  thirties  and  early  forties 
will  tend  to  reduce  their  average  wages  and  thus  yield  benefit  amounts 
lower  than  those  of  newly  covered  persons  in  comparable  jobs. 
Accordingly,  the  “new  start”  average  wage  should  be  made  avail¬ 
able  to  all  those  with  six  quarters  of  coverage  after  1950. 

Some  insured  persons  will  have  little  or  no  covered  employment 
after  the  date  coverage  is  extended;  others  will  have  too  small  an 
amount  to  form  a  fair  basis  for  determining  an  average;  and  others 
may  have  employment  after  the  “new  start”  at  wages  much  lower 
than  their  previous  earnings.  The  starting  point  of  January  1937 
specified  in  the  present  law  should  therefore  be  retained  as  an  alterna¬ 
tive  and  the  individual  worker’s  average  wage  computed  from  that 
date  if  it  gives  a  higher  benefit  amount  than  would  the  “new  start.” 

Under  the  House-approved  bill  the  method  of  computing  the  average 
monthly  wage  would  be  drastically  changed  from  present  law,  which 
has  been  in  effect  for  the  past  decade  and  has  been  generally  well 
understood  by  the  interested  public.  Moreover,  under  the  House- 
approved  bill  the  complicated  so-called  continuation  factor  would  be 
introduced  in  conjunction  with  the  new  method  of  calculating  the 
average  monthly  wage.  In  the  immediate  future,  this  continuation 
factor  would  have  little  effect,  but  eventually  it  would  produce  some 
very  severe  reductions  in  benefits  for  those— for  example,  insured 
women — who  did  not  engage  in  covered  employment  during  all  their 
potential  working  lifetimes. 

3.  Benefit  formula. — The  primary  benefit  is  the  amount  payable  to 
a  retired  insured  worker  and  is  also  the  amount  used  as  a  basis  for 
determining  supplementary  benefits  for  his  dependents  or,  in  the 
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event  of  his  death,  for  his  survivors.  The  benefit  formula  in  the 
present  Social  Security  Act  provides  a  primary  benefit  representing 
40  percent  of  the  first  $50  of  average  monthly  wage  and  10  percent  of 
the  next  $200  of  average  monthly  wage,  the  total  then  being  increased 
by  1  percent  for  each  year  of  coverage. 

This  is  a  weighted  formula  designed  to  favor  workers  whose  average 
wages  are  low.  As  a  result  of  increases  in  wage  rates,  the  effect  of 
the  original  weighting,  however,  has  been  substantially  reduced.  As 
a  recognition  of  the  effect  of  wage  increases  on  the  original  weighting, 
the  committee-approved  bill  provides  for  a  change  in  the  benefit 
formula  to  make  $100  the  upper  limit  for  that  part  of  the  average 
monthly  wage  to  which  the  higher  percentage  is  applied. 

This  change,  however,  will  not  in  itself  sufficiently  increase  the 
primary  benefits  of  low-wage  workers.  The  committee-approved  bill 
therefore  provides  that  the  benefit  formula  shall  be  50  percent  of  the 
first  $100  of  average  monthly  wage  rather  than  40  percent.  These 
changes  are  identical  with  those  in  the  House-approved  bill. 

Under  the  committee-approved  bill  the  percentage  applied  to  the 
proportion  of  average  monthly  wage  above  $100  would  be  increased 
to  15  percent.  If  that  percentage  remains  fixed  at  10  percent  as  pro¬ 
vided  in  the  House-approved  bill,  there  will  be  too  little  spread 
between  the  benefit  amounts  of  low-income  and  high-income  workers. 
Thus,  under  the  House-approved  bill  for  an  average  monthly  wage  of 
$100,  the  basic  primary  benefit  would  be  only  $10  less  than  that  for 
an  average  wage  of  $200,  a  differentiation  that  we  believe  is  insufficient. 

We  believe  that  benefits  should  be  related  to  the  continuity  of  the 
worker’s  coverage  and  contributions  to  the  system,  as  well  as  to  the 
amount  of  his  earnings.  Under  our  recommendations,  accordingly, 
benefits  will  continue  to  vary— as  they  now  do — with  both  these 
factors.  Thus,  in  figuring  the  average  monthly  wage,  a  worker’s 
total  wage  credits  are — and  would  continue  to  be — divided  by  the 
total  number  of  months  that  he  might  have  been  contributing  to  the 
system  after  1950  or  after  1936.  His  average  wage,  and  consequently 
his  primary  benefit,  will  therefore  be  the  smaller  for  each  month 
lacking  in  bis  record  of  covered  employment.  In  our  opinion,  this 
method  of  adjusting  benefits  permits  sufficient  differentiation  between 
workers  who  are  steadily  employed  in  covered  jobs  and  those  whose 
covered  employment  is  only  brief  or  intermittent.  An  increment,  the 
1 -percent  increase  for  each  year  of  coverage,  is  not  needed  for  this 
purpose. 

There  is  no  need  for  the  increment  moreover  to  provide  equitable 
treatment  as  between  persons  now  of  the  same  age.  A  young  worker 
who  contributes  to  the  system  for  his  entire  working  lifetime  will 
under  the  committee-approved  bill  receive  a  larger  benefit  than  a 
worker  of  the  same  age  who  was  in  covered  employment  for  only 
part  of  the  time,  but  at  the  same  wage  level  while  employed;  the  latter 
will,  as  explained  previously,  have  a  lower  average  monthly  wage  for 
benefit  purposes  and,  correspondingly,  a  lower  benefit.  Thus  the 
increment  is  not  needed  to  distinguish  between  members  of  the  same 
generation  who  have  different  covered-employment  continuity 
histories. 

With  coverage  broadly  extended,  the  increment  would  serve  largely 
to  reward  younger  workers  for  their  greater  contributions  by  paying 
them  higher  retirement  benefits  than  those  paid  to  persons  who  were 
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old  when  the  system  started.  To  us,  such  an  advantage  seems  un¬ 
desirable.  The  older  worker  should  not  be  penalized  for  the  fact  that 
he  could  not  contribute  throughout  his  life.  We  propose,  in  effect, 
that,  as  in  many  private  pension  plans,  the  older  worker  receive  credit 
for  his  past  service  and  acquire  rights  to  the  full  rate  of  benefits  now. 

The  benefit  formula  of  the  present  program,  with  its  automatic  in¬ 
crease  of  1  percent  for  each  year  of  coverage,  in  effect  postpones  pay¬ 
ment  of  the  full  rate  of  benefits  for  more  than  40  years  from  the  time 
the  system  began  to  operate.  Under  such  provisions,  if  the  benefit 
amount  of  a  retired  worker  after  he  has  had  a  lifetime  of  coverage 
represents  a  reasonable  proportion  of  his  average  wage,  that  for  older 
workers  who  have  been  in  the  system  for  only  a  few  years  and  for 
the  survivors  of  younger  workers  will  almost  of  necessity  be  inade¬ 
quate.  Thus,  the  survivors  of  a  man  who  began  working  at  age  20 
and  dies  at  age  30  will  have  rights  to  benefits  only  about  three-fourths 
as  large  as  those  which  the  same  average  monthly  wage  would  have 
provided  if  he  had  lived  to  age  65.  Yet  the  worker  who  dies  at  an 
early  age  has  had  less  opportunity  than  have  older  workers  to  ac¬ 
cumulate  savings  and  other  resources  to  supplement  the  benefits 
payable  to  his  survivors.  Your  committee  believes  that  adequate 
benefits  should  be  paid  immediately  to  retired  beneficiaries  and 
survivors  of  insured  workers,  but  considers  it  unwise  to  commit  the 
system  to  automatic  increases  in  the  benefit  for  each  year  of  covered 
employment. 

Under  the  House-approved  bill,  the  increment  is  retained  but  is  re¬ 
duced  from  the  1  percent  for  each  year  of  coverage  in  the  present  law 
to  one-half  of  1  percent.  Under  the  House-approved  bill,  wages  up 
to  a  maximum  of  $300  average  monthly  wage  would  be  counted  in¬ 
stead  of  $250  as  under  present  lav-  and  under  the  committee-approved 
bill.  However,  for  the  immediate  future,  the  primary  insurance 
amount  for  the  individual  at  the  $250  maximum  wage  under  the  com¬ 
mittee-approved  bill  would  be  higher  than  for  the  individual  at  the 
$300  maximum  under  the  House-approved  bill. 

Table  3  shows  illustrative  primary  amounts  for  the  committee- 
approved  bill  as  compared  with  those  of  the  present  law  and  under 
the  House-approved  bill. 
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Table  3. — Illustrative  monthly  old-age  insurance  benefits  for  retired  workers 


[All  figures  rounded  to  nearest  dollar] 
COVERED  IN  ALL  POSSIBLE  YEARS 


Monthly  wage  while  working 

5  possible  years  of  coverage 

40  possible  years  of  coverage 

Present 

law 

House- 

approved 

bill 

Committee- 

approved 

bill 

Present 

law 

House- 

approved 

bill 

Committee- 

approved 

bill 

$50 _ 

$21 

$26 

$25 

$28 

$30 

$25 

$100 _ 

26 

51 

50 

35 

60 

50 

$150 _ 

32 

56 

58 

42 

66 

58 

$200 _ 

37 

62 

65 

49 

72 

65 

$250 _ 

42 

67 

72 

56 

78 

72 

$300..- _ _ 

(*) 

72 

0) 

0) 

84 

0) 

COVERED  IN  HALF  OF  POSSIBLE  YEARS 


$50 _ _ _ 

$10 

2  $25 

$20 

$12 

i  $25 

$20 

$100- _ _ 

21 

26 

25 

24 

30 

25 

$150 _ 

23 

28 

38 

27 

33 

38 

$200 _ 

26 

31 

50 

30 

36 

50 

$250- _ _ 

28 

34 

54 

33 

39 

54 

$300 _ 

(■) 

36 

(') 

(9 

42 

(') 

1  Present  law  and  committee-approved  bill  include  wages  only  up  to  $250  per  month  as  creditable  and 
taxable. 

1  Under  conditions  assumed,  individual  might  not  be  able  to  qualify  at  all,  depending  on  actual  incidence 
of  his  covered  employment. 

Note. — These  figures  are  based  on  the  assumption  that  the  insured  worker  was  in  covered  employment 
after  1950  as  indicated. 

An  example  of  the  method  of  computing  benefits  under  the  com¬ 
mittee-approved  bill  and  under  the  House-approved  bill  follows.  A 
comparison  indicates  the  much  greater  simplicity  of  the  committee- 
approved  bill. 

Take  a  worker  who  retires  at  65,  25  years  after  the  “new  start” 
date.  While  working,  he  averaged  $200  a  month,  and  lie  worked  20 
years  out  of  the  25-year  period.  Under  the  committee-approved  bill 
liis  average  monthly  wage  for  benefit  purposes  would  be  obtained  by 
dividing  the  total  wages  which  he  had  been  paid  by  the  total  number 
of  months  in  the  25-year  period.  This  would  yield  an  average  monthly 
wage  of  $160.  His  primary  insurance  benefit  would  be  $59  (50  percent 
of  the  first  $100  of  this  average  monthly  wage  phis  15  percent  of  the 
next  $60  of  average  wage,  or  $50  plus  $9). 

Under  the  House-approved  bill,  the  average  monthly  wage  used  in 
the  computation  would  be  an  average  over  his  years  of  coverage  (a 
year  of  coverage  is  a  year  in  which  the  individual  was  paid  at  least 
$200  in  covered  wages).  The  average  monthly  wage  in  this  case 
would  be  $200.  The  next  step  in  figuring  the  benefit  would  be  to 
take  50  percent  of  the  first  $100  of  average  wage  plus  10  percent  of  the 
next  $100  of  average  wage,  or  $50  plus  $10.  This  $60  may  lie  referred 
to  as  the  base  amount.  Since  the  individual  had  years  of  coverage 
in  only  20  out  of  a  possible  25  years,  the  “continuation  factor”  is 
80  percent.  The  continuation  factor  is  then  applied  to  the  base 
amount  giving  a  figure  of  $48.  It  is  then  necessary  to  add  to  this 
$48  one-half  of  1  percent  of  the  base  amount  for  each  year  of  coverage. 
Since  there  are  20  years  of  coverage,  the  increment  in  this  case  is 
10  percent  of  $60  or  $6.  Thus  the  primary  benefit  in  this  case  is 
$48  plus  $6,  or  $54, 
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4.  Family  benefits. — Under  present  law  the  benefits  payable  to 
dependents  and  survivors  of  insured  workers  are  determined  as  certain 
percentages  of  the  insured  worker’s  primary  insurance  benefit  (subject 
to  certain  minimums  and  maximums).  This  percentage  is  50  percent 
for  the  following  categories:  Aged  wife,  child  of  a  retired  or  deceased 
worker,  and  aged  dependent  parent  of  a  deceased  worker,  while  it 
is  75  percent  for  the  aged  widow  of  a  deceased  worker. 

Under  the  committee-approved  bill,  these  same  relationships  are 
maintained  except  that  the  total  family  benefits  payable  to  survivor 
children  has  been  increased  by  25  percent  of  the  primary  insurance 
amount  so  as  to  give  them  greater  protection.  In  effect,  it  might  be 
said  that  the  first  survivor  child  receives  75  percent  of  the  primary 
insurance  amount  and  each  additional  child  receives  50  percent,  as  in 
present  law. 

The  House-approved  bill  increases  family  benefits  for  survivor 
children  in  the  same  way.  In  addition,  under  the  House-approved 
bill,  it  is  provided  that  the  proportion  payable  to  an  aged  dependent 
parent  (a  relatively  minor  category  accounting  for  only  one-half  of 
1  percent  of  the  total  beneficiaries)  should  be  increased  from  50 
percent  of  the  primary  insurance  amount  to  75  percent. 

Table  4  shows  illustrative  monthly  benefits  for  a  retired  worker 
with  an  eligible  wife,  while  table  5  gives  corresponding  figures  for 
various  survivor  categories. 

Table  4. — Illustrative  monthly  benefits  for  retired  workers  covered  for  5  years 


[All  figures  rounded  to  nearest  dollar] 


Average  monthly  wage 

Present  law 

House-approved  bill 

Committee-approved 

bill 

Single 

Married  1 

Single 

Married  > 

Single 

Married  1 

$50. . . . 

$21 

$32 

$26 

$38 

$25 

$38 

$100 _ _ 

26 

39 

51 

77 

50 

75 

$150 . . . . . 

32 

47 

56 

85 

58 

86 

$200 . 

37 

55 

62 

92 

65 

98 

$250.... . . . 

42 

63 

67 

100 

72 

109 

$300.... _ _ 

(“) 

(») 

72 

108 

fJ) 

(s) 

1  With  wife  age  65  or  over. 

1  Present  law  and  committee-approved  bill  include  wages  only  up  to  $250  per  month  as  creditable  and 
taxable. 

Note. — These  figures  are  based  on  the  assumption  that  the  insured  worker  is  in  covered  employment 
steadily  each  year  after  1950. 
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Table  5.— Illustrative  monthly  benefits  for  survivors  of  insured  workers  covered  for 

5  years 


[All  figures  rounded  to  nearest  dollar] 


Average 

monthly 

wage 

Present 

law 

House- 

approved 

bill 

Commit¬ 

tee-ap¬ 

proved 

bill 

Present 

law 

House- 

approved 

bill 

Commit- 

tee-ap¬ 

proved 

bill 

Present 

law 

House- 

approved 

bill 

Commit- 

tee-ap¬ 

proved 

bill 

Widow  and  1  child 

Widow  and  2  children 

Widow  and  3  children 

$50 _ 

$26 

$38 

$38 

$37 

$40 

$40 

$40 

$40 

$40 

$100 _ 

.33 

77 

75 

46 

80 

80 

52 

80 

80 

$150 _ 

39 

85 

86 

55 

113 

115 

63 

120 

120 

$200 _ 

46 

92 

98 

64 

123 

130 

74 

150 

150 

$250 _ 

52 

100 

109 

74 

133 

145 

84 

150 

150 

$300 _ 

0 

103 

0 

(9 

144 

(9 

(9 

150 

(9 

1  child  alone 

2  children  alone 

Aged  widow 2 

$50 . . 

$10 

$19 

$19 

$21 

$32 

$31 

$16 

$19 

$19 

$100 _ 

13 

38 

38 

26 

64 

62 

20 

38 

38 

$150 _ 

16 

42 

43 

32 

70 

72 

24 

42 

43 

$200 _ 

18 

46 

49 

37 

77 

81 

28 

46 

49 

$250 _ 

21 

50 

54 

42 

83 

91 

32 

50 

54 

$300 _ 

(9 

54 

(9 

(9 

90 

(9 

(9 

54 

(9 

1  Present  law  and  committee-approved  till  include  wages  only  up  to  $250  per  month  as  creditable  and 
taxable. 

2  Age  65  or  over. 

Note.— These  figures  are  based  on  the  assumption  that  the  insured  worker  is  in  covered  employment 
steadily  each  year  after  1950. 

5.  Minimum  and  maximum  benefits. — Under  the  present  law,  the 
minimum  primary  benefit  for  a  retired  worker  is  $10  per  month.  For 
survivors  there  is  also  a  minimum  of  $10  per  month  on  the  total  pay¬ 
ment  to  the  family.  The  maximum  benefit  (applicable  to  the  total 
family  benefits  for  a  retired  or  deceased  worker)  is  the  smallest  of  the 
following:  $85  per  month,  twice  the  primary  benefit,  or  80  percent  of 
the  worker’s  average  monthly  wage  (but  the  latter  may  not  reduce 
benefits  below  $20). 

Under  the  committee-approved  bill,  the  minimum  primary  insurance 
amount  for  a  retired  worker  is  raised  to  $25,  except  for  very  low  wage 
workers  (with  an  average  wage  of  less  than  $34  a  month)  for  whom 
the  minimum  is  $20.  No  minimum  family  benefit  is  specified. 
Since  a  widow  or  one  survivor  child  could  receive  three-fourths  of  the 
primary  insurance  amount,  the  minimum  family  benefit  is  $15  per 
month.  The  only  exception  is  where  the  sole  eligible  survivor  is  a 
dependent  parent,  in  which  case  as  little  as  $10  per  month  might  be 
payable. 

The  maximum  provisions  under  the  committee-approved  bill  are 
the  lesser  of  $150  per  month  or  80  percent  of  the  worker’s  average 
monthly  wage  (but  in  no  case  would  the  latter  provision  reduce  the 
total  family  benefits  below  $40).  The  present  maximum  of  twice  the 
primary  benefit  would  be  eliminated  because  it  is  unduly  restrictive 
on  survivor  families  at  the  middle-income  groups. 

Under  the  House-approved  bill,  the  same  maximum  provisions 
would  prevail  as  in  the  committee-approved  bill.  However,  the 
minimum  primary  insurance  amount  under  the  House-approved 
bill  is  $25  for  all  workers  even  for  those  with  very  low  wage  levels. 
Your  committee,  in  liberalizing  the  eligibility  requirements  as  to  the 
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amount  of  wages  needed  for  a  quarter  of  coverage  as  compared  with 
the  action  in  the  House-approved  bill  (as  will  be  discussed  in  more 
detail  subsequently),  believes  that  accordingly  those  who  are  permitted 
to  qualify  under  the  committee-approved  bill  who  would  not  qualify 
under  the  House-approved  bill  should  have  a  somewhat  lower  mini¬ 
mum  benefit  provision.  On  the  whole,  individuals  who  would  qualify 
under  the  House-approved  bill  would  have  an  average  monthly  wage 
of  at  least  $34,  and  so  under  the  committee-approved  bill  such  indi¬ 
viduals  would  have  a  minimum  benefit  provision  of  $25  per  month 
as  in  the  House-approved  bill.  On  the  other  hand,  for  those  with  lower 
wages,  who  would  generally  not  qualify  under  the  House-approved 
bill,  the  committee-approved  bill  would  establish  a  $20  minimum. 

C.  New  beneficiary  categories 

The  categories  of  individuals  who  may  receive  benefits  as  dependents 
of  retired  workers  or  survivors  of  deceased  workers  have  been  broad¬ 
ened  under  the  committee-approved  bill. 

Under  present  law  survivor  benefits  are  not  payable  in  the  event  of 
the  death  of  the  mother  if  both  husband  and  wife  arc  working  and 
are  more  or  less  equally  maintaining  the  home  for  the  children.  Under 
the  committee-approved  bill,  such  benefits  are  provided.  Your  com¬ 
mittee  believes  that  the  revised  provisions  will  better  protect  those 
children  whose  fathers  were  not  able  to  give  them  full  support  and 
at  the  same  time  will  not  reduce  the  force  of  the  father’s  legal  obli¬ 
gation  toward  his  children.  Also  the  committee  believes  that  pro¬ 
tection  given  to  dependents  of  women  and  men  should  be  made 
more  comparable  by  having  benefits  payable  to  the  aged  dependent 
husband  of  the  retired  woman  worker  who  was  working  at  the  time 
she  became  eligible  for  old-age  benefits  and  to  the  aged  dependent 
widower  of  a  deceased  woman  worker  who  had  been  employed 
immediately  preceding  her  death. 

In  accordance  with  the  intention  of  paying  benefits  to  individuals 
who  have  actually  been  dependent  upon  a  deceased  worker,  the  com¬ 
mittee-approved  bill  permits  a  divorced  wife,  as  well  as  a  widow,  to 
qualify  for  monthly  survivor  benefits  if  she  has  eligible  children  of 
her  former  husband  in  her  care,  has  not  remarried,  and  was  dependent 
upon  him. 

D.  Lump-sum  death  payments 

Under  present  law  the  lump-sum  death  payments  may  be  made 
only  if  the  insured  worker  leaves  no  survivor  who  could  immediately 
become  entitled  to  monthly  benefits.  The  amount  of  this  lump-sum 
payment  is  determined  as  six  times  the  primary  benefit. 

Under  the  committee-approved  bill,  the  lump-sum  death  payment 
is  paid  under  the  same  conditions  as  present  law,  but  the  amount 
thereof  is  determined  as  three  times  the  primary  insurance  amount 
since  the  primary  insurance  amount  is  itself  increased.  Accordingly, 
the  average  lump-sum  death  payment  will  continue  to  be  about  $160. 

A  new  minor  provision  in  regard  to  the  lump-sum  death  payment 
is  introduced  in  the  committee-approved  bill  so  as  to  correct  an 
inequity  now  prevailing.  For  instance,  in  the  case  of  an  insured 
worker  who  dies  leaving  only  a  child  aged  17  years  and  10  months,  if 
the  primary  insurance  amount  is  $60,  the  child  coidd  receive  $45  per 
month  for  2  months,  or  a  total  of  only  $90,  as  compared  with  the 
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lump-sum  death  payment  of  $180  that  would  have  been  available  if 
the  child  had  been  age  18  or  over  at  the  death  of  the  insured  worker. 
The  committee-approved  bill  provides  that  where  there  are  eligible 
survivors  who  could  become  immediately  entitled  to  monthly  bene¬ 
fits,  a  residual  lump-sum  payment  will  be  made  if  within  the  first 
year  after  the  death  of  the  insured  worker,  monthly  benefits  paid  do 
not  total  as  much  as  the  lump-sum  death  payment.  Thus,  in  the 
example  above  a  residual  lump-sum  death  payment  of  $90  would  be 
available  ($180  less  2  months’  payments  of  $45).  Furthermore,  if  the 
child  in  this  example  had  been  in  covered  employment  and  because 
of  the  employment  income  limitation  (discussed  subsequently)  did 
not  receive  benefits  in  either  of  the  two  instances,  then  under  the 
present  law,  nothing  at  all  would  be  payable,  but  under  the  provision 
in  the  committee-approved  bill,  the  residual  lump-sum  death  payment 
would  amount  to  the  full  $180. 

Under  the  House-approved  bill,  the  lump-sum  death  payment 
would  be  available  for  all  deaths  of  insured  workers  even  though  there 
is  a  survivor  who  is  immediately  eligible  for  monthly  benefits.  Your 
committee  believes  that  in  such  instances,  considering  all  of  the  pri¬ 
vate  life  insurance  protection  in  force  or  available,  there  is  no  need 
for  lump-sum  death  payments  to  be  made  under  the  social  insurance 
program. 

E.  Retirement  age 

Under  present  law  old-age  benefits  (i.  e.  for  the  retired  worker  and 
his  wife,  for  the  widow  without  children,  and  for  the  dependent  parent 
of  a  deceased  worker)  are  payable  only  after  attainment  of  age  65. 
Under  the  committee-approved  bill,  as  under  the  House-approved 
bill,  this  minimum  retirement  age  is  maintained. 

Your  committee  carefully  considered  the  advisability  of  reducing 
the  minimum  age  at  which  old-age  benefits  are  payable  below  the 
present  age  of  65.  However,  cost  considerations  make  any  such 
change  inadvisable.  For  instance,  the  life  expectancy  at  age  65  is 
currently  12.1  years  for  men  and  13.6  years  for  women,  whereas  at 
age  60  the  corresponding  figures  are  15.1  and  17.0  years,  respectively, 
or  about  25  percent  higher.  Moreover,  contributions  would  be  paid 
for  fewer  years  if  benefits  were  paid  on  retirement  at  age  60  instead 
of  age  65. 

VII.  EMPLOYMENT  INCOME  LIMITATION  FOR  OLD-AGE  AND  SURVIVORS 

INSURANCE  BENEFICIARIES 

Under  existing  law  any  person  on  the  old-age  and  survivors  insur¬ 
ance  benefits  rolls  loses  his  benefits  with  respect  to  any  month  in 
which  he  earns  $15  or  more  in  covered  employment.  If  a  retired 
wage  earner  himself  earns  above  this  amount,  not  only  his  own  benefit, 
but  also  all  benefits  payable  to  his  dependents  are  suspended. 

Complete  abandonment,  or  too  drastic  modification,  of  the  income 
limitation  would  be  prohibitive  in  cost  to  the  system.  However, 
in  order  to  enable  beneficiaries  to  supplement  their  social-security 
benefits  to  a  greater  extent,  and  to  encourage  those  who  can  do  so 
to  engage  in  productive  employment,  the  committee-approved  bill 
would  increase  to  $50  a  month  the  amount  that  may  be  earned  by  a 
beneficiary  without  loss  of  benefits. 
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To  place  the  self-employed  on  a  comparable  basis  with  wage  earners, 
notwithstanding  the  fact  that  self-employment  income  is  generally 
computed  annually  and  often  will  not  be  known  with  respect  to  a, 
single  month  of  a  year,  the  committee-approved  bill  provides  that 
an  individual  with  net  earnings  from  self-employment  of  not  more 
than  $600  in  a  full  year  would  not  thereby  be  deprived  of  his  benefit 
for  any  month  of  that  year.  If  a  beneficiary’s  net  earnings  from 
self-employment  exceed  the  exempt  amount  ($600  in  a  taxable  year 
of  12  months),  one  monthly  benefit  payment  would  be  suspended 
for  each  $50  or  fraction  of  $50  of  income  in  excess  of  the  exempt 
amount. 

There  would  be  no  limit  upon  the  earnings  of  insured  persons  age 
75  and  over,  or  of  their  dependents  age  75  and  over,  since  compara¬ 
tively  few  persons  continue  to  work  regularly  at  substantial  wages 
after  that  age.  This  provision  has  particular  significance  for  self- 
employed  persons  and  others  engaged  in  occupations  in  which  retire¬ 
ment  is  customarily  deferred  to  an  advanced  age. 

In  view  of  the  possibility  that  income  from  a  trade  or  business  may 
represent  merely  a  return  on  investment,  or,  even  if  personal  effort 
is  involved,  that  the  services  may  have  been  rendered  in  only  some 
but  not  in  all  months  of  the  year,  the  bill  provides  that  there  shall  be 
no  loss  of  benefits  for  any  month  in  which  an  individual  has  not 
rendered  substantial  services  in  self-employment. 

There  is  no  single  rule  under  which  the  determination  of  whether 
or  not  a  beneficiary  has  rendered  substantial  services  in  self-employ¬ 
ment  in  a  particular  month  can  be  made.  The  factors  to  be  considered 
in  such  determinations  vary  with  the  diverse  conditions  characteristic 
of  the  great  variety  of  trades  or  businesses  covered  by  the  program. 
Such  determinations  must  be  based  on  the  facts  of  the  particular  case 
with  the  aim  of  deciding  whether  by  any  reasonable  standard  the 
beneficiary  can  be  considered  to  have  been  retired  in  that  particular 
month.  The  bill  provides  for  these  determinations  to  be  made  in 
accordance  with  regulations  of  the  Federal  Security  Administrator. 
The  following  factors,  among  others,  would  be  weighed  in  making 
these  determinations: 

(1)  The  presence  or  absence  of  a  paid  manager,  a  partner,  or 
a  family  member  who  manages  the  business. 

(2)  The  amount  of  time  devoted  to  the  business. 

(3)  The  nature  of  the  services  rendered  by  the  beneficiary. 

(4)  The  type  of  business  establishment. 

(5)  The  seasonal  nature  of  the  business. 

(6)  The  relationship  of  the  activity  performed  prior  to  the 
period  of  retirement  with  that  performed  subsequent  to  retire¬ 
ment. 

(7)  The  amount  of  capital  invested  in  the  business. 

Illustrations  of  the  application  of  these  factors  are  given  in  the 

section-by-section  analysis  of  this  report. 

To  prevent  lag  between  the  rendition  of  services  in  self-employment 
and  the  deductions  of  benefits,  beneficiaries  would  be  encouraged  to 
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advise  the  Administrator  when  they  render  substantial  services  and 
expect  to  earn  more  than  the  exempt  amount  (ordinarily  $600).  On 
the  basis  of  this  advice,  the  Administrator  would  suspend  benefits 
concurrently  with  the  beneficiary’s  receipt  of  income  from  his  trade 
or  business.  At  the  end  of  the  year,  the  Administrator  would  review 
the  action  taken  in  the  light  of  the  beneficiary’s  actual  earnings  for 
the  year,  and  make  whatever  adjustments  are  necessary. 

The  House-approved  bill  contains  exactly  the  same  provisions  in 
respect  to  this  element  as  does  the  committee-approved  bill. 

VIII.  INSURED  STATUS  FOR  OLD-AGE  AND  SURVIVORS  INSURANCE 

In  order  to  qualify  for  old-age  and  survivors  insurance  benefits 
under  present  law,  an  individual  must  have  either  (a)  quarters  of 
coverage  at  least  equal  to  one-half  of  the  number  of  quarters  elapsing 
since  1936  and  before  age  65  or  death,  or  (6)  40  quarters  of  coverage. 

The  great  majority  of  younger  workers  now  in  covered  employment 
will  be  able  to  meet  these  requirements  and  thus  will  have  retirement 
protection  when  they  need  it.  However,  that  is  not  the  case  for  many 
middle-  and  higher-age  groups.  Eligibility  requirements  for  the  older 
workers  as  difficult  to  meet  as  those  of  the  present  program  (27  quarters 
of  coverage  will  be  required  under  present  provisions  for  those  attain¬ 
ing  age  65  in  July  1950)  mean  an  unwarranted  postponement  of  the 
effectiveness  of  the  insurance  method  in  furnishing  income  for  the  aged. 
In  a  contributory  social-insurance  system,  as  in  a  private  pension  plan, 
workers  already  old  when  the  program  is  started  should  have  their 
past  service  taken  into  account.  The  unavailability  of  records  of  past 
service  prevents  giving  actual  credits  under  old-age  and  survivors 
insurance  for  employment  and  wages  before  the  coverage  becomes 
effective,  but  eligibility  requirements  and  the  benefit  formula  can  and 
should  take  prior  service  into  account  presumptively.  In  getting  the 
S3rstem  started,  it  is  important  to  make  due  allowance  for  those  who, 
because  of  age,  will  probably  continue  at  work  for  only  a  short  period. 

The  committee-approved  bill  provides  for  a  "new  start”  in  the 
eligibility  requirements.  This  ‘‘new  start”  would  require  the  same 
qualifying  period  for  an  older  worker  now  as  was  required  for  an 
older  worker  when  the  system  began  operation.  The  committee- 
approved  bill  would  require  quarters  of  coverage  for  only  one-half 
of  the  number  of  quarters  since  1950  (with  a  minimum  of  6  quarters  of 
coverage  required),  but  such  quarters  of  coverage  may  include  those 
earned  before  1951.  Accordingly,  any  person  aged  62  or  over  on  the 
effective  date  of  the  bill  would  be  fully  insured  for  benefits  at  age  65 
if  he  had  at  least  6  quarters  of  coverage  acquired  at  any  time.  Persons 
age  61  would  need  8  quarters  of  coverage;  those  age  60,  10  quarters 
of  coverage;  those  age  59,  12  quarters;  those  age  58,  14  quarters; 
etc.,  with  the  maximum  requirement  for  fully  insured  status  never 
exceeding  the  40-quarter  provision  in  existing  law.  (See  table  6.) 
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Table  6. — Illustrations  of  quarters  of  coverage  required,  for  fully  insured  status  for 

old-age  benefits 


Age  attained  in  first 
half  of  1951 

Present 

law 

House- 

approved 

bill 

Com¬ 

mittee- 

approved 

bill 

Age  attained  in  first 
half  of  1951 

Present 

law 

House- 

approved 

bill 

Com¬ 

mittee- 

approved 

bill 

76  or  over . 

6 

6 

6 

64 _ 

30 

>  30 

f 

75. .. 

8 

8 

6 

63 _ 

32 

i  32 

r 

74  _ 

10 

10 

6 

62 _ 

34 

>  34 

r 

73  _ 

12 

12 

6 

61 _ _ 

36 

i  36 

s 

72 _ 

14 

14 

6 

60 _ 

38 

‘  38 

u 

71 _ _ _ 

16 

16 

6 

59 _ 

40 

‘  40 

12 

70 _ 

18 

IS 

6 

58 _ 

40 

'  40 

u 

69 

20 

20 

6 

57 _ 

40 

1  40 

1C 

68 _ 

22 

i  22 

6 

56 _ 

40 

*  40 

18 

67.-- 

24 

i  24 

6 

55 _ 

40 

i  40 

2C 

66.  . 

26 

1  26 

6 

50 _ _ 

40 

1  40 

3C 

4( 

65 _ 

28 

‘28 

6 

45  or  under . 

40 

'  40 

1  Or  20  quarters  of  coverage  out  of  the  last  40  quarters. 

Note. — As  to  both  the  House-approved  bill  and  the  committee-approved  bill,  the  required  quartern 
of  coverage  may  be  acquired  either  before  or  after  extension  of  coverage. 


Not  only  would  this  liberalization  enable  many  persons  already  aged 
to  draw  retirement  benefits  immediately  if  they  have  coverage  in  the 
past,  but  also  would  enable  the  newly  covered  groups  to  qualify  much 
more  quickly.  As  a  result,  about  700,000  additional  persons  would  be 
paid  benefits  in  the  first  year  of  operation,  thus  reducing  the  need  foi 
public  assistance  expenditures  by  the  States. 

Considerable  liberalization  of  the  present  requirements  is  particu¬ 
larly  necessary  because  of  the  decision  to  extend  the  program  to  covei 
additional  occupations  in  which  millions  of  workers  are  engaged.  As 
a  group,  these  newly  covered  workers  will  not  have  had  the  opportunity 
to  build  up  wage  credits.  Under  the  provisions  which  the  House  oi 
Representatives  adopted,  it  would  take  such  newly  covered  workers 
5  years  to  become  fully  insured.  Your  committee  believes  this  is  t-oc 
long  a  period.  A  “new  start,”  treating  those  newly  covered  workers 
in  the  same  way  that  the  program  treated  other  occupational  groups 
when  they  were  first  covered,  seems  reasonable  and  fair. 

The  House-approved  bill  would  also  make  it  more  difficult  to  obtain 
a  quarter  of  coverage  than  under  present  law  since  the  present  require¬ 
ment  of  $50  in  wages  in  a  calendar  quarter  would  be  raised  to  $100, 
Also  under  the  House  bill  $200  in  self-employment  income  would  be 
required  for  a  cpiarter  of  coverage.  Under  the  committee-approveei 
bill  the  present  $50  requirement  would  be  retained  as  to  wages  and 
$100  would  be  established  as  the  requirement  as  to  self-employrment 
income. 

While  it  would  theoretically  be  possible  to  liberalize  requirements 
only  for  newly  covered  workers  and  to  retain  the  present  provisions 
for  all  others,  this  is  not  a  practical  or  desirable  solution.  Shifts 
between  covered  and  noncovered  employment  are  so  common  that  it 
would  be  all  but  impossible  to  establish  a  fair  criterion  for  determining, 
for  the  purpose  of  special  eligibility  requirements,  which  individuals 
should  be  treated  as  belonging  to  a  newly  covered  occupation.  Any 
liberalization  designed  to  reduce  the  handicap  of  newly  covered  work¬ 
ers  must  be  a  generally  applicable  provision. 

The  liberalization  of  eligibility  requirements  would  apply  only  to 
individuals  living  in  the  second  month  after  the  enactment  of  the  bill. 
This  proposal  is  consistent  with  the  provisions  for  increasing  benefits 
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for  present  beneficiaries.  Considerable  administrative  difficulty  would 
arise  if  the  new  eligibility  requirements  were  made  applicable  for 
survivors  of  individuals  who  died  before  the  amendment  of  the  law. 

Of  the  various  possible  methods  of  adjusting  the  fully  insured 
status  requirement  for  newly  covered  workers,  the  one  we  recommend 
seems  to  us  to  offer  the  advantages  of  uniformity  and  simplicity  and 
at  the  same  time  to  provide  a  much -needed  liberalization  in  the 
requirements  for  all  older  workers.  It  would  also  reduce  the  dis¬ 
advantages  which  many  workers  normally  in  covered  employment 
now  face  because  of  their  work  during  the  war  in  Government  ship¬ 
yards  and  munitions  plants,  emergency  Government  agencies,  and 
other  noncovered  occupations. 

The  “new  start”  eligibility  provisions  would  result  in  payment 
of  retirement  benefits  to  a  much  higher  proportion  of  the  aged  during 
the  early  years  of  the  system,  but  it  would  not  increase  beneficiary 
rolls  and  costs  in  the  later  years  since  the  eligibility  requirements 
would  remain  the  same  for  workers  now  young. 

Cost  of  Insurance  Program 

IX.  ACTUARIAL  COST  ESTIMATES  AND  FINANCING  OF  OLD-AGE  AND 

SURVIVORS  INSURANCE 

A.  General 

Estimates  of  the  future  costs  of  the  old-age  and  survivors  insurance 
program  are  affected  by  many  factors  that  are  difficult  to  determine. 
Accordingly,  the  assumptions  used  in  the  actuarial  cost  estimates  may 
differ  widely  and  yet  be  reasonable.  Your  committee  recognizes  and, 
in  fact,  wishes  to  stress  the  difficulties  involved  in  any  attempt  at  pre¬ 
cisely  estimating  the  long-range  costs  for  the  program.  Because  of 
numerous  factors,  such  as  the  aging  of  the  population  of  the  country 
and  the  inherent  slow  but  steady  growth  of  the  benefit  roll  in  any  re¬ 
tirement  insurance  program,  benefit  payments  may  be  expected  to  in¬ 
crease  continuously  for  at  least  the  next  50  years. 

The  cost  estimates  are  presented  here  first  on  a  range  basis  so  as  to 
indicate  the  plausible  variation  in  future  costs  depending  upon  the 
actual  trend  developing  for  the  various  cost  factors  in  the  future.  Both 
the  low-cost  and  high-cost  estimates  are  based  on  “high”  economic 
assumptions,  which  are  intended  to  represent  close  to  full  employment, 
with  average  annual  wages  at  about  the  level  prevailing  in  1944-46, 
which  is  somewhat  below  current  experience.  Following  the  presenta¬ 
tion  of  the  cost  estimates  on  a  range  basis,  intermediate  estimates  de¬ 
veloped  directly  from  the  low-cost  and  high-cost  estimates  (by  aver¬ 
aging  them)  are  shown  so  as  to  indicate  the  basis  for  the  financing  pro¬ 
visions  of  the  committee-approved  bill. 

In  general,  the  costs  are  shown  as  a  percentage  of  covered  payroll. 
It  is  believed  that  this  is  the  best  measure  of  the  financial  cost  of  the 
program.  Dollar  figures  taken  alone  are  misleading  because,  for 
example,  extension  of  coverage  will  increase  not  only  the  outgo  but 
also  the  income  of  the  system. 

Your  committee  has  very  carefully  considered  the  problems  of  cost 
in  determining  the  benefit  provisions  recommended.  Also  your 
committee  is  of  the  belief  that  the  old-age  and  survivors  insurance 
program  should  be  on  a  completely  self-supporting  basis.  Accordingly, 
the  committee-approved  bill,  just  as  the  House-approved  bill,  elimi- 
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nates  the  provision  added  in  1943  authorizing  appropriations  to  the 
program  from  general  revenues.  At  the  same  time,  your  committee 
has  recommended  a  tax  schedule  which  it  believes  will  make  the  system 
self-supporting  as  nearly  as  can  be  foreseen  under  present  circum¬ 
stances.  Future  experience  may  be  expected  to  differ  from  the 
experience  assumed  in  the  estimates  so  that  this  tax  schedule,  at  least 
in  the  distant  future,  may  have  to  be  modified  slightly.  This  may 
readily  be  determined  by  future  Congresses  after  the  revised  program 
has  been  in  operation  for  a  decade  or  two. 

B.  Basic  assumptions  for  actuarial  cost  estimates 

The  following  estimates  have  been  prepared  on  the  basis  of  high- 
employment  assumptions  somewhat  below  conditions  now  prevailing. 
The  estimates  are  based  on  level-wage  assumptions  (somewhat  below 
the  present  level).  If  in  the  future  the  wage  level  should  be  consid¬ 
erably  above  that  which  now  prevails,  and  if  the  benefits  for  those  on 
the  roll  are  at  some  time  adjusted  upward  on  this  account,  the  in¬ 
creased  outgo  resulting  will,  in  the  same  fashion,  be  offset.  The  cost 
estimates,  however,  have  not  taken  into  account  the  possibility  of  a 
rise  in  wage  levels,  as  has  consistently  occurred  over  the  past  history 
of  this  country.  If  such  an  assumption  were  used  in  the  cost  esti¬ 
mates,  along  with  the  assumption  that  the  benefits  nevertheless  would 
not  be  changed,  the  cost  relative  to  payroll  would  naturally  be  lower. 

As  in  the  cost  estimates  for  the  plan  proposed  by  the  Advisory 
Council  on  Social  Security  of  your  committee  (S.  Doc.  208,  80th  Cong., 
2d  sess.),  two  separate  cost  illustrations  have  been  developed  in  order 
to  show  possible  ranges  in  benefit  costs. 

The  low-cost  and  high-cost  assumptions  relate  to  the  cost  as  a  per¬ 
cent  of  payroll  in  the  aggregate  and  not  to  the  dollar  costs.  The  two 
cost  assumptions  are  based  on  possible  variations  in  fertility  rates, 
mortality  rates,  retirement  rates,  remarriage  rates,  etc. 

In  general,  the  cost  estimates  have  been  prepared  according  to  the 
same  assumptions  and  techniques  as  those  contained  in  Actuarial 
Studies  Nos.  23,  27,  and  28  of  the  Social  Security  Administration,  and 
also  the  same  as  in  the  estimates  prepared  for  the  Advisory  Council. 
It  may  be  mentioned  here  that  in  all  those  estimates — as  well  as  the 
the  present  ones— there  are  the  following  important  elements : 

(1)  In  later  years  many  women  will  be  potentially  eligible  for 
both  old-age  benefits  and  either  wife’s  or  widow’s  benefits.  In 
such  instances,  these  individuals  have  been  assumed  to  receive 
full  old-age  benefits  and  any  residual  amount  from  the  wife’s  or 
widow’s  benefits,  if  larger  than  the  old-age  benefit.  The  numbers 
of  such  individuals  receiving  residual  wife’s  or  widow’s  benefits 
and  the  average  sizes  of  such  benefits  are  not  shown,  but  the  total 
amount  of  such  benefits  is  included  in  the  tables  giving  the 
amounts  of  benefits  in  dollars  and  as  percentages  of  payroll. 

(2)  The  effect  of  the  maximum-benefit  provisions  will  be  con¬ 
siderable.  It  Pas  been  assumed  that  the  number  who  would  re¬ 
ceive  benefits  in  a  particular  case  would  include  only  those  who 
would  receive  benefits  at  the  full  rate  plus  one  individual  who 
would  receive  partial  benefits  completing  the  maximum,  and  with 
all  other  potentially  eligible  beneficiaries  being  disregarded. 

The  asumptions  as  to  the  major  elements,  population,  employment,  and 
wages,  may  be  summarized  as  follows: 

(1)  Population. — The  low-cost  estimates  assume  United  States 
1939-41  mortality  rates  constant  by  age  and  sex  throughout  all  years. 
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The  high-cost  estimates  are  based  or  improving  mortality  similar  to  the 
National  Resources  Planning  Board  low-mortality  bases,  with  an 
assumed  further  improvement  with  time  for  ages  over  65  to  allow  for 
possible  gains  due  to  geriatric  medical  research. 

The  low-cost  estimates  assume  birth  rates  which  in  the  aggregate 
are  about  the  same  as  those  for  the  United  States  1940-45  experience, 
which  was  relatively  high.  The  high-cost  estimates  assume  a  decreas¬ 
ing  birth  rate  in  the  future  similar  to  the  National  Resources  Planning 
Board's  medium  estimate. 

For  both  the  low-cost  and  high-cost  estimates  no  net  immigration 
is  assumed. 

Table  7  summarizes  these  population  projections.  In  the  year 
2000,  the  total  population  of  199  million  under  the  low-cost  assump¬ 
tions  is  higher  than  the  173  million  under  the  high-cost  assumptions 
due  to  the  higher  birth-rate  assumption  under  the  former.  The  corre¬ 
sponding  figures  for  the  aged  group  (65  and  over)  are  19  million  and 
28 XA  million,  respectively;  the  high-cost  figure  here  is  higher  due  to  the 
lower  mortality  assumption.  Also  shown  in  this  table  are  the  latest 
estimates  for  1950.  It  will  be  observed  that  these  are  somewhat  higher 
than  either  of  the  two  projections,  especially  as  to  the  total  population. 
These  two  projections  were  prepared  several  years  ago  and  have  been 
used  as  the  base  for  a  number  of  cost  estimates,  including  those  of  the 
Advisory  Council,  so  as  to  maintain  consistency  in  such  estimates. 
The  actual  population  in  1950  is  higher  than  in  either  of  the  two  esti¬ 
mates,  principally  because  of  the  very  high  birth  rates  which  have 
occurred  since  the  war.  The  long-range  cost  estimates  attempt  to 
portray  a  trend  without  considering  cyclical  fluctuations,  and  so  it 
is  not  disturbing  that  the  actual  population  at  the  moment  is  some¬ 
what  higher  than  in  either  of  the  projections. 


Table  7. — Estimated  United  Sates  population  in  f  uture  years 

[In  millions] 


Calendar  year 

Age  20-64 

Age  65  and  over 

All  ages 

Men 

Women 

Total 

Men 

Women 

Total 

Men 

W  omen 

Total 

Latest  estimates  for  1950 

1950 . . . 

4 

44 

88 

5.4 

6.1 

11.5 

75 

76 

151 

Projection  for  low-cost  assumptions 

1950 _ _ _ 

43 

44 

87 

5.3 

5.9 

11.2 

73 

74 

147 

1965 _ _ 

43 

44 

87 

6.0 

6.7 

12.7 

76 

77 

153 

I960 _ _ 

44 

'  45 

89 

6.5 

7.5 

14.0 

79 

80 

159 

1970 _ 

47 

48 

95 

7.1 

8.8 

15.9 

83 

85 

168 

1980 _ 

50 

50 

100 

7.8 

10.1 

17.9 

89 

90 

179 

1990 _ 

62 

52 

104 

8.4 

11. 1 

19.5 

94 

95 

189 

2000 _ _ 

57 

56 

113 

8.3 

10.7 

19.0 

99 

100 

199 

Projection  for  high-cost  assumptions 

1950 _ _ _ _ 

43 

44 

87 

5.4 

6.0 

11.4 

73 

73 

146 

1955 _ _ _ _ 

44 

45 

89 

6.2 

6.9 

13.1 

75 

76 

151 

1960 . . . . 

45 

46 

91 

7.0 

7.9 

14.9 

77 

78 

155 

1970.. _ _ 

49 

49 

98 

8.5 

10.0 

18.5 

81 

82 

163 

1980 _ 

50 

50 

100 

10.4 

12.4 

22.8 

85 

85 

170 

1990 _ 

51 

50 

101 

12.4 

14.7 

27.1 

86 

86 

172 

2000 _ _ _ _ _ 

52 

50 

102 

13.3 

15.2 

28.5 

87 

86 

173 

Note. — See  text  for  description  of  bases  of  population  projections 
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(2)  Employment. — Both  the  low-cost  and  high-cost,  estimates 
assume  close  to  full  employment,  although  somewhat  below  the  level 
prevailing  at  the  end  of  1949.  The  previous  estimates  were,  in  general, 
based  on  conditions  in  1944 --46.  A  change  made  in  these  estimates  to 
allow  partially  for  the  higher  employment  since  then  has  been  to 
assume  that  all  coverage  figures  (and  thus  resulting  beneficiary 
figures)  are  about  5  percent  higher.  Civilian  employment  averaged 
about  53,000,000  in  1944-46,  but  in  1948  averaged  59,400,000,  while 
in  1949  the  average  was  58,700,000,  both  increases  of  over  10  percent. 

(3)  Wages. —  Both  the  low-cost  and  high-cost  estimates  are  based 
on  wage  levels  slightly  below  existing  ones.  An  average  annual  wage 
of  $2,400  is  used  for  men  working  in  covered  employment  in  all  four 
quarters  of  the  year,  and  $1,625  for  women. 

The  actual  recorded  wages  for  four -quarter  workers  may  be  com¬ 
pared  with  those  used  in  the  cost  estimates,  as  follows: 


Men 

Women 

$2, 400 

$1,  625 

Actual  1944,  .  ..  .  _  ..  ...  .  _  _  _  ....  _  .. 

2,  800 

1,402 

Actual  1 94 n _  .  .  _  _  ...  .  _  ..  _  _  .  .  .  .  .  .  .  .. 

2,  293 

1,384 

Actual  1946 _ 

2,262 

1,  47S 

Actual  1947 _ 

2,  372 

1,598 

Actual  1948 . . . 

2,  450 

1,700 

The  table  below  compares  the  estimated  proportion  of  the  popula¬ 
tion  age  65  and  over  who  are  fully  insured  under  the  present  limited 
coverage  and  under  the  expanded  coverage  recommended  in  the 
House-approved  bill  and  in  the  committee-approved  bill: 


Calendar  year 

Present  coverage 

House-approved  bill 

Committee-approved 

bill 

Men 

Women 

Men 

Women 

Men 

Women 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

1951 _  . 

34-38 

4-5 

37-42 

5-6 

43-50 

7-9 

1955 _ 

39-44 

6-7 

47-53 

7-10 

51-58 

8-11 

1960 _  . 

44-49 

7-10 

55-63 

10-13 

57-64 

10-1.3 

1970 _ 

54-62 

10-14 

65-74 

13-19 

66-75 

13-19 

1980 _  . 

64-73 

16-22 

73-82 

20-27 

73-83 

20-27 

1990 _ 

72-81 

27-34 

78-87 

30-37 

78-87 

30-37 

2000 _ 

74-84 

35-43 

81-90 

39-47 

81-90 

39H7 

It  will  be  noted  that  the  above  figures  for  women  include  only  those 
insured  by  their  own  employment  and  not  those  eligible  through  their 
husband’s  earnings.  If  the  latter  group  had  also  been  included,  the 
resulting  figures  would  have  been  somewhat  larger  than  those  showm 
for  men. 

As  in  previous  cost  estimates,  no  account  is  taken  of  the  1947 
amendment  to  the  Railroad  Retirement  Act,  which  provides  for  coor¬ 
dination  of  old-age  and  survivors  insurance  and  railroad  wages  in 
determining  survivor  benefits. 

Under  the  committee-approved  bill  voluntary  coverage  is  permitted 
for  two  groups,  namely,  State  and  local  government  employees  who 
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are  not  under  an  existing  retirement  system  and  employees  of  religious 
denominations  and  organizations  owned  and  operated  by  religious 
denominations.  For  the  purpose  of  these  cost  estimates  it  has  been 
assumed  that  over  the  long  range  virtually  all  of  these  groups  will  be 
covered  as  a  result  of  voluntary  action  on  the  part  of  the  employers 
involved. 

C.  Results  of  cost  estimates  on  range  basis 

Table  8  gives  the  estimated  taxable  payrolls  for  the  coverage  pro¬ 
vided  under  the  committee-approved  bill  and  in  accordance  with  the 
assumptions  made  previously  as  to  participation  by  State  and  local 
governments  and  by  religious  denominations.  As  indicated  in  the 
previous  section,  the  assumptions  made  as  to  wage  rates  are  on  the 
low  side  (in  order  to  be  conservative)  so  that  the  total  payrolls  resulting 
here  are  also  somewhat  on  the  low  side. 

Table  8. — Estimated  taxable  payrolls  under  committee-approved  bill 


[In  billions] 


Calendar  year 

Low-cost 
estimate  1 

High-cost 
estimate  1 

Calendar  year 

Low-cost 
estimate  1 

High-cost 
estimate  1 

1951 _ _ _ 

$104 

106 

$103 

106 

1980 

$129 

137 

$126 

128 

1955 _ 

1990 

1960 _ 

110 

in 

121 

2000 

146 

129 

1970 _ 

121 

>  Based  on  high-employinent  assumptions. 


Since  both  the  low-cost  and  the  high-cost  estimates  assume  a  high 
future  level  of  economic  activity,  the  payrolls  are  substantially  the 
same  under  the  two  estimates  in  the  early  years.  Accordingly,  there 
is  little  difference  in  the  contribution  income  in  the  two  estimates. 
The  assumptions  which  affect  benefits,  however,  have  widely  different 
effects  even  in  the  early  years  of  the  program.  The  range  of  error  in 
the  estimates,  nevertheless,  may  be  fully  as  great  for  contributions 
as  it  is  for  benefits. 

The  taxable  payrolls  under  the  committee-approved  bill  are  slightly 
lower  than  under  the  House-approved  bill.  The  effect  of  retaining 
the  maximum  taxable  wage  at  $3,000  per  year,  as  in  present  law,  rather 
than  increasing  it  to  $3,600  as  in  the  House-approved  bill,  more  than 
offsets  the  factor  of  the  greater  coverage  in  the  committee-approved 

bin. 

Table  9  shows  the  estimated  number  of  monthly  beneficiaries  in 
current  payment  status  under  the  committee-approved  bill.  Because 
of  the  “new  start”  provision  for  determining  insured  status  the 
number  of  beneficiaries  under  the  committee-approved  bill  in  the  early 
years  of  operation  is  materially  higher  than  under  the  House-approved 
bill.  Thus  in  1951  this  increase  is  about  700,000  persons  (including 
150,000  dependents  and  survivors  as  well  as  about  550,000  retired 
workers).  In  subsequent  years  this  difference  decreases  but  even 
eventually  it  is  still  present,  though  very  small,  chiefly  due  to  the 
somewhat  larger  compulsory  coverage  under  flic  committee-approved 

bill. 
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Table  9. — Estimated  numbers  of  monthly  beneficiaries  1  under  committee-approved 

bill 


[In  thousands] 


Calendar  year 

Old-age  beneficiaries  1 

Survivor  beneficiaries 

Primary 

Wife’s 3 

Child’s 

Widow’s 3 

Parent’s 3 

Mother’s 

Child’s 

LOW-COST  ESTIMATE  < 


1951 _ 

2, 033 

598 

57 

348 

19 

200 

700 

1955 _ 

2,  203 

668 

60 

640 

28 

262 

956 

1960 _ 

2,727 

793 

65 

1,101 

37 

304 

1, 135 

1970 _ 

4,089 

1,063 

88 

2,  031 

42 

349 

1,317 

1980 _ 

5,  685 

1,  243 

115 

2,  709 

42 

385 

1,446 

1990 _ 

7,750 

1,260 

130 

3,  029 

39 

417 

1,576 

2000 _ 

8,  910 

1,187 

129 

3,008 

34 

454 

1,714 

HIGH-COST  ESTIMATE  « 


1951 _ 

2,340 

652 

75 

363 

31 

242 

688 

1955 _ 

3,000 

830 

83 

669 

48 

303 

871 

1960 _ 

4,404 

1,190 

101 

1, 133 

69 

320 

901 

1970 _ 

6,943 

1,661 

119 

2,  074 

90 

302 

808 

1980 _ 

10,  332 

2, 153 

130 

2,  788 

97 

280 

718 

1990 _ 

14,  539 

2.  474 

121 

3,141 

94 

265 

653 

2000 _ 

17, 456 

2,  599 

86 

3,083 

90 

255 

602 

1  As  of  middle  of  year. 

3 1.  e.,  for  benefits  paid  in  respect  to  retired  workers. 

3  Does  not  include  beneficiaries  who  are  also  eligible  for  primary  benefits.  For  wife’s  and  widow’s  benefits, 
includes  husband’s  and  widower’s  benefits,  respectively. 

1  Based  on  high-employment  assumptions. 


Table  10  shows  the  estimated  average  benefits  under  the  committee- 
approved  bill.  These  are  given  only  for  the  calendar  years  1951, 
1960,  and  2000,  since  in  general  there  is  a  smooth  trend  in  the  inter¬ 
vening  periods.  For  1951  the  average  old-age  benefit  will  be  over 
$48  per  month  for  a  retired  worker. 

It  will  be  noted  that  for  old-age  beneficiaries  separate  figures  are 
given  for  men  and  women,  since  the  results  differ  greatly  and  since  a 
combination  would  obscure  the  trend.  For  men  the  average  old-age 
benefit  will  remain  relatively  constant  after  1960;  from  1951  to  1960 
there  will  be  some  increase  due  to  the  effect  of  the  “new  start”  average 
wage.  On  the  other  hand,  for  women  the  average  old-age  benefit 
shows  a  decrease  over  the  long-range  future  because  there  will  ulti¬ 
mately  be  a  large  number  of  women  receiving  such  benefits  who  did 
not  engage  in  covered  employment  for  their  entire  adult  lifetime  after 
1950. 


Table  10. — Estimated  average  monthly  benefit  payments  and  average  lump-sum 
death  payments  under  committee-approved  bill 


Category 

1951 

1960 

2000 

Old-age  primary .  . . 

$48-$48 
50-  50 

$50-$50 
53-  53 

$48-$49 
56-  57 

Male. . . . . . 

Female . . . . . 

40-  40 

39-  39 

36-  38 

Wife’s1.  . 

26-  26 

27-  27 

28-  29 

Widow’s  . . . 

Parent’s  2__ . . 

37-  37 
30-  30 

39-  39 
29-  29 

43-  43 
29-  29 

Child’s  3. . 

34-  34 

35-  35 

35-  36 

Mother’s  _  _ 

42-  42 

43-  43 

44-  44 

Lump-sum  death  4 . 

150-150 

150-152 

141-148 

1  Does  not  include  those  elieihle  for  primary  benefits.  Includes  husband’s  and  widower’s  benefits. 

3  Does  not  include  those  eligible  for  primary,  widow’s  or  widower’s  benefits. 

3  Includes  both  child’s  benefits  for  children  of  old-age  beneficiaries  and  child  survivor  beneficiaries. 

4  Average  amount  per  death. 

Note. — Lower  figure  of  range  shown  is  for  high-cost  estimate,  while  higher  figure  is  for  low-cost  estimate. 
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Table  11  presents  costs  as  a  percentage  of  payroll  for  each  of  the 
various  types  of  benefits.  The  level-premium  cost  shown  for  the 
committee-approved  bill  is  roughly  4%  to  7%  percent  of  payroll,  or 
about  the  same  as  for  the  House-approved  bill  and  for  the  plan  of  the 
Advisory  Council.  These  level-premium  costs  are  somewhat  higher 
than  those  for  the  original  Social  Security  Act  of  1935 — namely,  5  to  7 
percent — because  of  two  factors  not  specified  in  the  plans  themselves: 
first,  a  lower  interest  rate  is  used  here — namely,  2  percent  as  against  3 
percent — and,  second,  the  program  proposed  is  nearer  maturity  since 
the  benefit  roll  is  now  quite  sizable;  in  other  words,  some  of  the  period 
of  low  cost  has  been  passed  through  without  building  up  the  sub¬ 
stantial  funds  which  would  have  been  accumulated  if  the  original  tax 
schedule  or  original  level-premium  rate  had  been  in  effect  in  the  past. 


Table  11. — Estimated  relative  costs  in  percentage  of  payroll  for  committee-approved 

bill,  by  type  of  benefit 

[Percent] 


Calendar  year 


Old-age 

Wife’s 1 

Widow’s1 

Parent’s 

Mother’s 

Child’s  » 

Lump¬ 

sum 

Total 

death 

LOW-COST  ESTIMATE  » 


1951 _ 

1. 11 

0.17 

0.15 

0. 01 

0.10 

0.  31 

0. 05 

1.89 

1955 . . 

1.22 

.19 

.27 

.01 

.13 

.41 

.06 

2.30 

1960 _ 

1.  50 

.24 

.47 

.01 

.14 

.48 

.07 

2.  90 

1970 _ 

2.  11 

.30 

.84 

.01 

.15 

.51 

.09 

4.  01 

1980 _ 

2.71 

.34 

1. 10 

.01 

.16 

.52 

.10 

4.  94 

1990 _ 

3.  38 

.33 

1.20 

.01 

.16 

.54 

.11 

5.  73 

2000 _ _ _ 

3.  56 

.29 

1.15 

.01 

.17 

.54 

.12 

5.84 

Level  premium  4 _ 

2. 82 

.28 

.95 

.01 

.16 

.61 

.10 

4.83 

HIGH-COST  ESTIMATE  » 


1951 . 

1.30 

0.20 

0. 16 

0.01 

0.12 

0. 31 

0. 05 

2.15 

1955 _ 

1.67 

.25 

.29 

.02 

.14 

.38 

.06 

2.80 

1960 _ 

2.  39 

.35 

.48 

.02 

.15 

.38 

.06 

3.  84 

1970 _ _ 

3.48 

.47 

.87 

.03 

.13 

.32 

.08 

5.36 

1980 _ 

4.91 

.59 

1.17 

.03 

.12 

.28 

.09 

7. 19 

1990 _ 

6.  61 

.68 

1.35 

.02 

.11 

.25 

.11 

9.13 

2000 _ 

7. 74 

.73 

1.38 

.02 

.10 

.22 

.12 

10. 32 

Level  premium  4 _ 

5. 47 

.58 

1.06 

.02 

.12 

.28 

.10 

7.63 

1  Included  are  excesses  of  wife’s  and  widow’s  benefits  over  primary  benefltsfor  female  primary  beneficiaries 
also  eligible  for  wife’s  or  widow’s  benefits.  Also  includes  husband’s  and  widower’s  benefits,  respectively. 
*  Includes  both  child’s  benefits  for  children  of  old-age  beneficiaries  and  child-survivor  beneficiaries. 

3  Based  on  high-employment  assumptions. 

4  Level-premium  contribution  rate  (based  on  2-percent  interest)  for  benefit  payments  after  1950  and  into 
perpetuity,  not  taking  into  account  the  accumulated  funds  at  the  end  of  1950  or  administrative  expenses. 


Chart  1  compares  the  year-by-year  cost  of  the  committee-approved 
bill  with  that  of  the  House-approved  bill  and  with  the  latest  cost 
estimates  for.  the  present  law.  As  would  be  anticipated,  the  com¬ 
mittee-approved  bill  has  a  higher  cost  throughout  all  years  than  the 
present  act,  since  benefits  are  liberalized  considerably.  Similarly, 
the  committee-approved  bill  has  a  higher  cost  in  the  early  years  and 
a  somewhat  lower  cost  later  than  the  House-approved  bill.  This 
results  for  the  early  years  because  of  the  much  more  liberal  eligibility 
and  benefit  conditions,  while  for  the  middle  and  later  years  these 
factors  are  offset  by  the  elimination  of  the  increment  and  the  perma¬ 
nent  and  total-disability  provisions.  In  the  ultimate  condition 
(year  2000)  the  cost  under  the  committee-approved  bill  approaches 
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more  closely  the  cost  under  the  House-approved  bill  since,  under  the 
latter,  benefits  for  insured  persons  who  are  out  of  covered  employment 
for  a  substantial  period  of  time  (e.  g.,  married  women)  will  be  sharply 
reduced  by  the  harsh  effect  of  the  so-called  continuation  factor  (not 
incorporated  in  the  committee-approved  bill). 

Table  12  gives  the  dollar  figures  for  various  future  years  for  each  of 
the  different  types  of  benefits. 

Table  13  presents  the  estimated  operations  of  the  trust  fund  under 
the  expanded  program.  The  trust  fund  at  the  end  of  1950  is  estimated 
to  be  about  $1314  billion.  The  figures  for  1950  reflect  the  operation  of 
the  present  act  for  the  entire  year  as  to  contribution  receipts,  but  as  to 
benefit  disbursements  the  figure  includes  payments  made  under  the 
present  act  for  the  first  8  months  of  the  year  and  under  the  bill  for  the 
remainder  of  the  year;  the  assumption  is  made  here  that  the  enactment 
date  will  be  some  time  in  June  so  that  the  liberalized  benefit  conditions 
will  be  effective  in  August,  with  the  first  payments  coming  out  of  the 
trust  fund  in  September  (some  such  assumption  must  necessarily  be 
made  in  developing  cost  estimates  although  the  enactment  date  might 
be  somewhat  earlier  or  later). 

The  future  progress  of  the  trust  fund  has  been  developed  on  the  basis 
of  a  2-pcrcent  interest  rate;  following,  some  consideration  will  be 
given  as  to  the  effect  of  a  higher  interest  rate.  Throughout,  there  is 
the  assumption  that  no  Government  contribution  to  the  system 
is  made,  since  both  the  House-approved  bill  and  the  committee- 
approved  bill  strike  out  the  provision  of  present  law  which  would 
permit  this. 


Table  12. — Estimated  absolute  costs  in  dollars  for  committee-approved  bill,  by  type 

of  benefit 

[In  millions] 


Calendar 

Old-age 

Wife’s 1 

Widow’s  1 

Parent’s 

Mother’s 

Child’s  3 

Lump¬ 

sum 

Total 

death 

LOW-COST  ESTIMATE  3 


1951 _ 

$1, 147 

$178 

$154 

$7 

$101 

$319 

$54 

$1,960 

1955 _ 

1,301 

207 

288 

10 

135 

437 

63 

2,  441 

1960 _ 

1,  648 

259 

513 

13 

158 

523 

76 

3, 191) 

1970 _ 

2,  545 

362 

1,013 

15 

186 

611 

104 

4,  836 

1980 _ 

3,  496 

432 

1,416 

15 

205 

676 

127 

6,367 

1990 _ 

4,622 

447 

1,646 

14 

222 

739 

149 

7,  839 

2000 _ 

5,  213 

425 

1,681 

12 

242 

796 

169 

8,  538 

HIGH-COST  ESTIMATE  3 


1951.  _ 

$1,332 

$202 

$164 

$11 

$122 

$317 

$54 

$2,  202 

1955 _ 

1,763 

263 

305 

17 

152 

400 

62 

2,  962 

1960 _ 

2,640 

389 

536 

24 

163 

422 

69 

4,  243 

1970 _ 

4,201 

566 

1,046 

31 

157 

388 

91 

6,  480 

1980. _ _ 

6,  171 

747 

1,476 

33 

147 

352 

111 

9,  037 

1990 _ 

8,  472 

876 

1,  726 

32 

139 

321 

136 

11,702 

2000... . . . . 

9,  964 

946 

1,  779 

31 

134 

287 

157 

13,  298 

1  Included  are  excesses  of  wife’s  and  widow’s  benefits  over  primary  benefits  for  female  primary  beneficiaries 
also  eligible  for  wife’s  or  widow’s  benefits.  Also  includes  husband’s  and  widower’s  benefits,  respectively, 
i  Includes  both  child’s  benefits  for  children  of  old-age  beneficiaries  and  child  survivor  benefits. 

3  Based  on  high-employment  assumptions. 
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Table  13.— Estimated  progress  of  trust  fund  for  committee-approved  bill 


Calendar  year 


[In  millions] 


Contribu- 

Benefit 

Administra- 

Interest  on 

Fund  at  end 

tions  1 

payments 

tive  expenses 

fund  2 

of  year 

LOW-COST  ESTIMATE  « 


1950  * _ _ 

$2,  575 

$1, 118 

$65 

$208 

$13, 475 

1955 _ _ 

3,097 

2. 441 

69 

362 

18, 745 

1960 _ 

5,167 

d,  190 

82 

530 

28, 002 

1970. _ _ _ _ 

7,522 

4,  836 

111 

1,101 

57,  446 

1980 _ _ _ _ _ 

S,  127 

6, 367 

137 

1,818 

93,  541 

1990 . . . 

8,  641 

7,839 

163 

2,  465 

126,  027 

2000 _ _ _ _ 

9,233 

8,  538 

176 

3,113 

159,  024 

HIGH-COST  ESTIMATE  3 


1950  «_ _ _ 

$2,  575 

$1, 118 

$65 

$268 

$13,  475 

1955. . . . . 

3,082 

2,  962 

98 

324 

16, 510 

1960 _ _ 

5, 189 

4,  243 

124 

403 

20,  967 

1970 _ _ 

7,532 

6,  480 

169 

659 

34,  034 

19S0 _ _ 

7,  933 

9,  037 

219 

784 

39, 321 

1990 _ 

8, 086 

11,  702 

270 

398 

18, 355 

2000. . . . . . 

8,129 

13,  298 

301 

(*) 

(>) 

1  Combined  employer,  employee,  and  self-employed  contributions.  The  combined  employer-employee 
rate  is  3  percent  for  1950-55,  4  percent  for  1956-59,  5  percent  for  1960-64,  6  percent  for  1965-69,  and  6)4  percent 
for  1970  and  after.  The  self-employed  pay  %  of  these  rates. 

2  Interest  is  figured  at  2  percent  on  average  balance  in  fund  during  year. 

3  Based  on  high-employment  assumptions. 

4  See  text  for  description  cf  assumptions  made  as  to  1950. 

3  Fund  exhausted  in  1995. 


Under  the  low-cost  estimate  the  trust  fund  builds  up  quite  rapidly 
and  even  some  50  years  hence  it  is  growing  at  a  rate  of  $3%  billion  per 
year  and  at  that  time  is  about  $160  billion  in  magnitude;  in  fact,  under 
this  estimate  benefit  disbursements  never  exceed  contribution  income 
and  even  in  the  year  2000  are  about  8  percent  smaller.  On  the  other 
hand,  under  the  high-cost  estimate  the  trust  fimd  builds  up  to  a  maxi¬ 
mum  of  about  $40  billion  in  1975  but  decreases  thereafter  until  it  is 
exhausted  in  1995;  in  each  of  the  years  prior  to  the  scheduled  tax 
increases  (namely,  1955,  1959,  1964  and  1969)  according  to  this  esti¬ 
mate  the  benefit  disbursements  are  about  10  percent  lower  than  con¬ 
tribution  income,  while  after  1975  benefit  disbursements  exceed  con¬ 
tributions  in  all  years. 

These  results  are  consistent  and  reasonable,  since  the  system  on  an 
intermediate-cost  estimate  basis  is  intended  to  be  approximately  self- 
supporting,  as  will  be  indicated  hereafter.  Accordingly,  a  low-cost 
estimate  should  show  that  the  sytem  is  more  than  self-supporting, 
whereas  a  high-cost  estimate  should  show  that  a  deficiency  would 
arise  later  on.  In  actual  practice  under  the  philosophy  adopted  in 
H.  R.  6000  and  as  set  forth  in  this  report,  the  tax  schedule  would  be 
adjusted  in  future  years  so  that  neither  of  the  developments  of  the 
trust  fund  shown  in  table  13  would  ever  eventuate.  Thus,  if  experi¬ 
ence  followed  the  low-cost  estimate,  the  contribution  rates  would 
probably  be  adjusted  downward  or  perhaps  would  not  be  increased  in 
future  years  according  to  schedule.  On  the  other  hand,  if  the  experi¬ 
ence  followed  the  high-cost  estimate,  the  contribution  rates  would 
have  to  be  raised  above  those  scheduled  in  the  committee-approved 
bill.  At  any  rate,  the  high-cost  estimate  does  indicate  that  under  the 
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tax  schedule  adopted  there  would  be  ample  funds  for  several  decades 
even  under  relatively  unfavorable  experience. 

The  effects  of  the  new  eligibility  conditions  and  the  new  concept  of 
computing  the  average  monthly  wage,  when  combined  with  the  large 
number  of  new  persons  brought  into  coverage,  are  particularly  difficult, 
to  estimate  during  the  early  years  of  operation.  The  number  of  per¬ 
sons  who  will  qualify  and  retire  to  get  benefits  is  more  uncertain  on 
the  new  basis  than  it  is  under  present  law  because  the  qualifying 
period  is  relatively  short.  While  an  attempt  has  been  made  to  allow 
for  the  very  important  factor  of  lag  in  the  filing  of  claims,  the  benefit 
estimates  used  for  the  early  years  in  developing  the  trust-fund  pro¬ 
gression  may  be  overstatements  to  some  extent,  and  this  might  extend 
to  the  figures  shown  for  1960. 

D.  Intermediate  cost  estimates 

In  this  section  there  will  be  given  intermediate-cost  estimates,  de¬ 
veloped  from  the  low-cost  and  high-cost  estimates  of  this  report. 
These  intermediate  costs  are  based  on  an  average  of  the  low-cost 
and  high-cost  estimates  (using  the  dollar  estimates  and  developing 
therefrom  the  corresponding  estimates  relative  to  payroll).  It  should 
be  recognized  that  these  intermediate-cost  estimates  do  not  represent 
the  “most  probable”  estimates,  since  it  is  impossible  to  develop  any 
such  figures.  Rather,  they  have  been  set  down  as  a  convenient  and 
readily  available  single  set  of  figures  to  use  for  comparative  purposes. 

Also,  a  single  intermediate  figure  is  necessary  in  the  development 
of  a  tax  schedule  which  will  make  the  system  self-supporting.  Your 
committee,  in  setting  up  a  specific  schedule,  fully  recognizes  that  this 
is  slightly  different  from  what  will  actually  be  required  to  obtain 
exact  balance  between  contributions  and  benefits.  However,  this 
procedure  does  make  the  intention  specific,  even  though  in  actual 
practice  future  changes  in  the  tax  schedule  might  be  necessary.  Like¬ 
wise,  your  committee  recognizes  that  exact  self-support  cannot  be 
obtained  from  a  specific  set  of  integral  or  rounded  fractional  rates, 
but  rather  that  this  principle  of  self-support  should  be  aimed  at  as 
closely  as  possible. 

The  tax  schedule  contained  in  the  committee-approved  bill  is  as 
follows: 


Calendar  year 

Employee 

Employer 

Self- 

employed 

1950-55 . . . . . . . . 

Percent 

1^ 

2 

2M 

3 

3M 

Percent 

2 

3 

Percent 

2H 

3 

3?i 

4  Vi 

m 

1956-59 . . . . . 

1980-64 . .  .  _ 

1965-69 . . . . . 

1970  and  after . . .  _  . 

The  above  schedule  differs  from  that  in  the  House-approved  bill  only 
in  that  under  the  latter  the  first  increase  from  the  present  rates  would 
occur  in  1951  instead  of  in  1956.  This  tax  schedule  has  been  deter¬ 
mined  on  the  basis  of  the  following  actuarial  cost  analysis. 

Table  14  gives  an  estimate  of  the  level-premium  cost  of  the  program 
recommended  by  your  committee,  tracing  through  the  increase  in  cost 
over  the  present  program  according  to  the  major  types  of  changes  pro- 


44 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


posed,  as  well  as  a  similar  comparison  for  the  House-approved  bill. 
A  “level-premium  cost”  may  be  defined  as  the  contribution  rate 
charged  from  1951  on,  which  together  with  interest  would  meet  all 
benefit  payments  after  1950  (including  the  benefit  payments  to  those 
on  the  roll  prior  to  1951  and  the  increases  which  they  receive  through 
the  conversion  table) .  This  level-premium  rate  would  produce  a  very 
considerable  amount  of  excess  income  in  the  early  years  which,  in¬ 
vested  at  interest,  would  help  considerably  in  meeting  the  higher 
benefit  outgo  ultimately. 

Table  14. — Estimated  level-pre7nium  costs  as  percentage  of  payroll  by  type  of  change 


House-ap¬ 
proved  bill 

Committee- 
approved  bill 

Percent 

4.50 

Percent 

4.  50 

Effect,  of  proposed  changes: 

+1. 30 
(+3.  00) 
(-.00) 
(-.90) 
(-.20) 
+.05 
+.15 
-.05 

+  1.70 
(+3.  70) 
(+.05) 
(-2.  05) 
(?) 

+.  10 
+.15 
-.  10 

(b)  New  average  wage  basis  2_  _  _ _  _ 

(c)  Reduction  in  increment _  .  _  _ 

+.  10 
-.30 

+.15 

-.35 

+.55 

0.30 

(3) 

6. 15 

Cost  of  benefits  under  bill _ _ _  .  .  _  ...  _  _ 

+.  15 
-.20 

+.15 
-.  20 

6.25 

6. 10 

1  Including  minimum  and  maximum  benefit  provisions. 

2  For  House-approved  bill,  including  so-called  continuation  factor. 

3  Not  in  committee-approved  bill. 

<  Including  higher  rate  for  first  survivor  child,  more  liberal  eligibility  conditions  for  determining  child 
dependency  on  married  women  workers,  higher  rate  for  parents  (House-approved  bill  only),  wife’s  benefits 
for  wives  under  65  with  children  (House-approved  bill  only),  and  husband’s  and  widower’s  benefits  (com¬ 
mittee-approved  bill  only). 

Note.— Figures  relate  only  to  benefit  payments  after  1950.  Figures  in  parenthesis  are  subtotal  figures. 
These  figures  represent  an  intermediate  estimate  which  is  subject  to  a  significant  range  because  of  the  possible 
variation  in  the  cost  factors  involved  in  the  future.  The  computations  are  based  on  a  compound  interest 
rate  of  2  percent  per  annum.  The  order  in  -which  these  various  changes  are  considered  in  this  table  affects 
how  much  of  the  increase  in  cost  is  attributed  to  a  specific  element. 


It  should  be  emphasized  that  your  committee  does  not  recommend 
that  the  system  be  financed  by  a  high,  level  tax  rate  from  1951  on 
but  rather  has  recommended  an  increasing  schedule,  which — of 
necessity — will  ultimately  have  to  rise  higher  than  the  level-premium 
rate.  Nonetheless,  this  graded  tax  schedule  will  produce  a  consider¬ 
able  excess  of  income  over  outgo  for  many  years  so  that  a  sizable 
trust  fund  will  arise;  this  fund  will  be  invested  in  Government  securi¬ 
ties  (just  as  is  much  of  the  reserves  of  life  insurance  companies  and 
banks,  and  as  is  also  the  case  for  the  trust  funds  of  the  civil  service 
retirement,  railroad  retirement,  national  service  life  insurance,  and 
United  States  Government  life  insurance  systems),  and  the  resulting 
interest  income  will  help  to  bear  part  of  the  increased  benefit  costs  of 
the  future.  For  comparing  the  costs  of  various  possible  alternative 
plans  and  provisions,  the  use  of  level-premium  rates  is  helpful  as  a 
convenient  yardstick. 

It  should  be  emphasized  that  the  order  in  which  the  various  changes 
in  table  14  are  considered  determines  in  many  instances  how  much  of 
the  increase  in  cost  is  attributed  to  a  specific  recommendation.  For 
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example,  for  the  House-approved  bill  the  increased  cost  arising  from 
the  revised  lump-sum  death  payment  is  shown  as  a  negative  figure 
or.  in  other  words,  as  a  savings  in  cost.  Under  the  House-approved 
bill  there  are  three  important  cost  factors  in  respect  to  the  lump-sum 
death  payment,  namely,  (1)  the  higher  general  benefit  level  due  to  the 
change  in  the  benefit  formula;  (2)  the  reduction  in  the  relation  that 
such  payment  bears  to  the  primary  insurance  amount  (from  6  times 
such  amount  under  present  law  to  3  times) ;  and  (3)  the  granting  of 
such  payment  for  all  insured  deaths,  rather  than  only  for  deaths  where 
no  immediate  monthly  benefit  is  available.  If  the  combined  effect  of 
all  three  factors  is  considered,  there  would  be  an  increase  in  cost  of 
0.05  percent  of  payroll,  but  since  the  first  of  these  factors  had  previ¬ 
ously  been  considered  in  table  14,  the  net  effect  of  the  other  two  factors 
is  the  indicated  reduction  in  cost  of  0.05  percent  of  payroll.  On  the 
other  hand,  under  the  committee-approved  bill,  the  third  factor  is 
not  included,  so  that  the  net  effect  in  reality  is  virtually  no  change  in 
cost,  but  a  reduction  of  0.10  percent  is  listed  in  the  table  since  an 
increase  of  about  0.10  percent  was  included  for  the  lump-sum  death 
payment  in  the  increased  cost  due  to  the  revised  benefit  formula 
shown  above. 

From  table  14  it  may  be  noted  that  the  net  level-premium  cost  of  the 
committee-approved  bill  is  about  0.15  percent  of  payroll  lower  than 
the  House-approved  bill.  There  are  a  number  of  changes  in  the  com¬ 
mittee-approved  bill  from  the  House-approved  bill  which  increase 
costs,  while  there  are  somewhat  more  offsetting  changes  in  the  opposite 
direction.  Increases  in  cost  (taken  as  a  whole,  rather  than  considered 
in  any  particular  order)  as  a  percentage  of  payroll  are  approximately 
as  follows: 

Increase 

Item:  ( percent ) 

New  benefit  formula  giving  15  percent  of  average  wage  beyond  $100 

instead  of  10  percent _  0.  5 

More  liberal  basis  for  determining  average  wage,  not  using  the  so-called 

continuation  factor _  .  6 

Retention  of  the  maximum  taxable  and  creditable  wage  base  at  the 

present  $3,000  per  year _  .  15 

More  liberal  survivor  benefits  for  married  women _  .  05 

More  liberal  immediate  eligibility  conditions _  .  05 

Total _  1.  35 

Correspondingly,  decreases  in  cost  as  a  percentage  of  payroll  for 
the  committee-approved  bill  as  compared  with  the  House-approved 
bill  are  approximately  as  follows: 

Decrease 


Item:  ( percent ) 

Elimination  of  disability  benefits _  0.  5 

Elimination  of  increment _  •  9 

Retention  of  present  basis  of  eligibility  for  lump-sum  death  payment..  .  05 

Greater  extension  of  coverage _  ■  05 


Total _  1.  5 


As  will  be  seen  from  table  14,  the  level-premium  cost  of  the  present 
law — taking  into  account  2  percent  interest — is  about  4 /  percent  of 
payroll;  this  is  considerably  lower  than  the  cost  was  estimated  to  be 
when  the  program  was  revised  in  1939,  largely  because  of  the  rise  in 
the  wage  level  which  has  occurred  in  the  past  decade  (higher  wages 
result  in  lower  cost  as  a  percentage  of  payroll  because  of  the  weighted 
nature  of  the  benefit  formula). 
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Under  the  committee-approved  bill  the  level-premium  cost  of  the 
benefits  is  increased  to  almost  6%  percent  of  payroll.  However,  this 
figure  must  be  adjusted  slightly  for  two  factors,  namely,  the  adminis¬ 
trative  costs,  which  are  charged  directly  to  the  trust  fund,  and  the 
interest  earnings  on  the  present  trust  fund,  which  will  be  about 
$13%  billion  at  the  end  of  1950.  Considering  all  of  these  elements  the 
net  level-premium  cost  of  the  committee-approved  bill  is  shown  to  be 
about  6.10  percent  of  payroll  as  compared  with  about  6.25  percent 
for  the  House-approved  bill. 

As  an  indication  of  the  effect  of  various  factors  on  the  estimated 
actuarial  costs,  it  may  be  pointed  out  that  if  an  interest  rate  of  2% 
percent  were  used  rather  than  2  percent,  the  net  level-premium  cost 
of  the  committee-approved  bill  would  be  reduced  to  about  5.8  percent. 
(The  interest  rate  which  determines  the  yield  of  new  investments  for 
the  trust  fund  is  now  2.23  percent,  but  until  it  rises  to  2.25  percent, 
such  investments  continue  to  be  made  at  2%  percent.) 

Table  15  and  chart  2  compare  the  year-by-year  cost  of  the  benefit 
payments  according  to  the  intermediate-cost  estimate,  not  only  for  the 
committee-approved  bill  but  also  for  the  present  act  and  the  House- 
approved  bill.  These  figures  are  based  on  a  level-wage  trend  in  the 
future  and  do  not  consider  cyclical  business  trends  (booms  and 
depressions)  which  over  a  long  period  of  years  will  tend  to  average  out. 
The  dollar  amount  of  the  increased  cost  in  1951  of  the  committee- 
approved  bill  over  the  present  act  is  substantial  (about  $1%  billion), 
but  the  cost  as  a  percentage  of  payroll  does  not  rise  greatly.  This 
results  from  the  increase  of  the  total  covered  payroll  due  to  the  newly 
covered  categories.  In  contrast  with  the  House-approved  bill, 
the  benefit  disbursements  in  1951  will  be  about  $400  million  higher, 
principally  due  to  the  more  liberal  eligibility  conditions  which  will 
bring  onto  the  rolls  many  now  ineligible  and  also  in  part  due  to  the 
somewhat  more  liberal  treatment  accorded  the  existing  beneficiaries 
now  on  the  roll. 


Table  15. — Estimated  cost  of  benefit  'payments  under  present  act,  House-approved 
bill,  and  committee-approved  bill,  intermediate-cost  estimate 


Calendar  year 

Amount  (in  millions) 

In  percent  of  payroll 

Present 

act 

House- 
approved 
bill  i 

Committee- 

approved 

bill 

Present 

act 

House- 
approved 
bill  > 

Committee- 

approved 

bill 

Percent 

Percent 

Percent 

1951 _ 

$865 

$1,715 

$2,  082 

1.  02 

1.62 

2. 02 

1955 . . . . . . 

1,264 

2, 679 

2,  701 

1.59 

2. 46 

2.55 

1960 _ 

1,  766 

4,  061 

3,  716 

2. 10 

3.58 

3.  37 

1970 . . . . . 

2,  932 

6,221 

5,  658 

3.11 

5.01 

4.68 

1980 _ _ _ 

4,  332 

8,  342 

7,  702 

4.24 

6.  37 

6.  05 

1990 _ 

5,817 

10,  338 

9,  770 

5.41 

7.  59 

7.  37 

2000 _ 

6,768 

11,  328 

10, 919 

6. 03 

8. 01 

7.94 

Level-premium: 

At  2  percent  interest _ _ 

4.  50 

6.  32 

6. 18 

At  2  <4  percent  interest. 

4.  40 

6. 15 

6.01 

At  2H  percent  interest  ... 

4.25 

5.99 

5.85 

1  Includes  cost  of  permanent  and  total  disability  benefits,  which  are  not  included  in  committee-approved 
bill.  These  amount  to  about  $50  million  in  1951,  $250  million  in  1955,  $500  million  in  1960,  and  $800  to  $900 
million  in  1980  and  after. 


Note.— These  figures  represent  an  intermediate  estimate  which  is  subject  to  a  significant  range  because 
of  the  possible  variation  in  the  cost  factors  involved  in  the  future.  For  definition  of  “level-premium,”  see 
text. 


CHART  2. 

COST  OF  PROPOSED  PLAN 
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*  COMBINED  RATE  FOR  EMPLOYEE  AND  EMPLOYER.  SELF-EMPLOYED  PAY  THREE-FOURTHS  OF  THIS  RATE, 
t AVERAGE  OF  LOW  AND  HIGH  COST  ESTIMATES.  THIS  IS  NOT  NECESSARILY  THE  " MOST  PROBABLE"  ESTIMATE. 
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Under  the  committee-approved  bill  benefit  costs  expressed  as  a 
percentage  of  payroll,  according  to  the  intermediate  estimate,  do  not 
exceed  the  employer-employee  combined  tax  rate  until  about  1985. 
In  other  words,  according  to  this  estimate,  for  approximately  the 
next  four  decades  income  to  the  system  will  exceed  outgo;  subse¬ 
quently  there  will  be  discussed  the  possible  effects  over  the  next  few 
years  of  unfavorable  economic  conditions. 

Table  16  presents  costs  of  benefits  under  the  committee-approved 
bill  as  a  percent  of  payroll  for  each  of  the  various  types  of  benefits 
and  is  comparable  with  table  1 1  of  the  previous  section. 

Table  16. — Estimated  relative  costs  in  percentage  of  payroll  for  committee-approved 
bill,  by  type  of  benefit,  intermediate-cost  estimate  1 

[Percent] 


Calendar  year 

Old-age 

Wife’s  2 

Widow’s* 

Parent’s 

Mother’s 

Child’s 3 

Lump¬ 

sum 

death 

Total 

1951 _ 

1.20 

0. 18 

0.15 

0. 01 

0.11 

0.31 

0.05 

2. 02 

1955 _ 

1.44 

.22 

.28 

.01 

.14 

.39 

.06 

2.55 

1960 _ 

1.94 

.29 

.48 

.02 

.15 

.43 

.07 

3. 37 

1970 _ 

2.79 

.38 

.85 

.02 

.14 

.41 

.08 

4.68 

1980 _ 

3.80 

.46 

1. 14 

.02 

.14 

.40 

.09 

6.  05 

1990 _ 

4.94 

.50 

1.27 

.02 

.14 

.40 

.11 

7.  37 

2000 _ 

5.  52 

.50 

1.20 

.02 

.  14 

.39 

.12 

7.94 

Level-premium4.,  . 

4. 10 

.43 

1.00 

.02 

.14 

.40 

.10 

6. 18 

1  Based  on  high-employment  assumptions.  These  intermediate  costs  are  based  on  an  average  of  the 
dollar  costs  under  the  low-cost  and  high-cost  estimates. 

2  Included  are  excesses  of  wife’s  and  widow’s  benefits  over  primary  benefits  for  female  primary  beneficiaries 
also  eligible  for  wife's  or  widow’s  benefits.  Also  includes  husband’s  and  widower’s  benefits,  respectively. 

3  Includes  both  child’s  benefits  for  children  of  old-age  beneficiaries  and  child-survivor  beneficiaries. 

4  Level-premium  contribution  rate  (based  on  2-percent  interest)  for  benefit  payments  after  1950  and  in¬ 
to  perpetuity,  not  taking  into  account  the  accumulated  funds  at  the  end  of  1950  or  administrative  expenses. 

Table  17  gives  the  dollar  figures  for  various  future  years  for  each  of 
the  different  types  of  benefits  for  the  intermediate  cost  estimate  and 
is  comparable  to  table  12  of  the  previous  section.  Total  benefit 
payments  are  shown  to  rise  from  about  $2  billion  in  1951  to  $11  billion 
50  years  hence. 

Table  17. — Estimated  absolute  costs  for  committee-approved  bill,  by  type  of  benefit, 

intermediate-cost  estimate  1 

[In  millions] 


Calendar  year 

Old-age 

Wife’s 2 

Widow’s2 

Parent’s 

Mother’s 

Child’s  3 

Lump¬ 

sum 

death 

Total 

1951 _ 

$1, 240 

$190 

$159 

$9 

$112 

$318 

$54 

$2,  082 

1955 _ 

1,  532 

235 

296 

14 

144 

418 

62 

2,701 

I960 _ 

2,  144 

324 

524 

18 

160 

473 

73 

3,716 

1970 _ _ _ 

3,  372 

464 

1,030 

23 

172 

499 

98 

5,658 

1980 _ 

4,  833 

590 

1,446 

24 

176 

514 

119 

7,  702 

1990 . 

6.  547 

662 

1,  686 

23 

180 

530 

142 

9,  770 

2000 _ 

7,  589 

686 

1,730 

22 

188 

541 

163 

10,  919 

1  Based  on  high-employmont  assumptions.  These  intermediate  costs  are  based  on  an  average  of  the 
dollar  costs  under  the  low-cost  and  high-cost  estimates. 

2  Included  are  excesses  of  wife’s  and  widow’s  benefits  over  primary  benefits  for  female  primary  benefi¬ 
ciaries  also  eligible  for  wife’s  or  widow’s  benefits.  Also  includes  husband’s  and  widower’s  benefits,  re¬ 
spectively. 

3  Includes  both  child’s  benefits  for  children  of  old-age  beneficiaries  and  child  survivor  beneficiaries. 


Table  18  presents  the  estimated  operation  of  the  trust  fund  under 
the  committee-approved  bill  according  to  the  intermediate  estimate 
(using  a  2  percent  interest  rate)  and  is  comparable  to  table  13  of  the 
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previous  section  except  that  figures  are  shown  for  single  calendar 
years  from  1950  to  1955.  The  estimated  contribution  receipts  for 
1951  are  not  greatly  in  excess  of  those  for  1950,  because  for  the  vast 
majority  of  self-employment  covered  by  the  bill  the  tax  return  will  be 
made  on  an  annual  basis  and  thus  in  the  following  calendar  year 
(before  March  15,  1952). 


Table  18. —  Estimated  -progress  of  trust  fund  for  committee-approved  bill,  intermediate 

cost  estimate  1 

[In  millions] 


Calendar  year 

Contribu¬ 
tions  2 

Benefit  pay¬ 
ments 

Administra¬ 
tive  expenses 

Interest  on 
fund  3 

Fund  at  end 
of  year 

1950  * _ _ 

$2,  575 

$1, 118 

$65 

$268 

$13,  475 

1951 _ 

2,718 

2, 081 

72 

275 

14,315 

1952 _ _ _ 

3, 024 

2,236 

75 

293 

15,  321 

1953.. _ _ 

3,  046 

2,392 

78 

312 

16,  209 

1954 _ 

3.  068 

2,547 

81 

329 

16,  978 

1955... _ _ 

3, 090 

2,  702 

84 

343 

17,  625 

1960 _ 

5, 178 

3,  716 

103 

467 

24,  479 

1970 _ 

7,  527 

5,  658 

140 

880 

45,  731 

1980  _ 

8.  030 

7,  702 

178 

1,301 

66,  422 

1990 _ 

8.  363 

9,  770 

216 

1,431 

72,  181 

2000 _ 

8,  681 

10,  918 

238 

1,  276 

63,  836 

1  Based  on  high-employment  assumptions.  These  intermediate  costs  arc  based  on  an  average  of  the 
dollar  costs  under  the  low-cost  and  high-cost  estimates. 

2  Combined  employer-employee  contribution  schedule  is  as  follows:  3  percent  for  1950-55,  4  percent  for 
1956-59,  5  percent  for  1960-64,  6  percent  for  1965-69,  and  6J4  percent  for  1970  and  after.  The  self-employed 
pay  ?4  of  these  rates. 

3  Interest  is  figured  at  2  percent  on  average  balance  in  fund  during  year. 

1  See  text  for  description  of  assumptions  made  as  to  1950. 


According  to  table  18  the  trust  fund  grows  steadily  reaching  a  maxi 
mum  of  about  $72  billion  shortly  before  1990,  and  then  declines  slowly 
thereafter.  Under  the  House-approved  bill  the  trust  fund  grows 
somewhat  more  rapidly,  in  part,  because  the  first  tax  increase  over 
present  rates  is  instituted  in  1951  instead  of  in  1956  as  in  the  com¬ 
mittee-approved  bill  and,  in  part,  because  benefit  disbursements  in 
the  early  years  are  lower  than  under  the  committee-approved  bill. 
Thus  under  the  House-approved  bill,  according  to  the  intermediate 
estimate,  the  trust  fund  increases  to  $25  billion  by  the  end  of  1955  as 
compared  with  $17)2  billion  at  the  same  date  for  the  committee- 
approved  bill;  this  difference  of  about  $8  billion  is  maintained  for 
almost  25  years.  The  maximum  size  of  the  trust  fund  under  the 
House-approved  bill,  according  to  the  intermediate  estimate,  is 
about  $75  billion. 

The  fact  that  the  trust  fund  declines  slowly  after  1990  indicates, 
that  under  the  committe-approved  bill,  as  is  also  the  case  in  the 
House-approved  bill,  the  proposed  tax  schedule  is  not  quite  self- 
supporting  but  is  sufficiently  close  for  all  practical  purposes  consider¬ 
ing  the  uncertainties  and  variations  possible  in  the  cost  estimates. 
Thus  in  regard  to  the  ultimate  6%  percent  employer-employee  rate, 
the  House  Ways  and  Means  Committee  stated  as  follows: 

If  a  7-percent  ultimate  employer-employee  rate  had  been  chosen,  the  cost  esti¬ 
mates  developed  would  have  indicated  that  the  system  would  be  slightly  over¬ 
financed.  Your  committee  believes  that  it  is  not  necessary  in  such  a  long-range 
matter  to  attempt  to  be  unduly  conservative  and  provide  an  intentional  over¬ 
change — especially  when  it  is  considered  that  it  will  be  many,  many  years  before 
any  deficit  or  excess  in  the  ultimate  rate  will  be  determined  and  even  at  that  time 
it  will  probably  be  of  only  a  small  amount. 
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Your  committee  concurs  in  this  statement  and  has  acted  accordingly 
in  its  bill. 

Detailed  calculations  have  also  been  made  for  the  intermediate-cost 
estimate  for  the  committee-approved  bill  to  show  the  effect  of  using 
a  different  interest  rate  than  2-percent  and  the  results  are  shown  in 
the  following  table: 


Fund  at  end  of  year  (in  billions) 

Calendar  year 

2-percent 

interest 

2K-percent 

interest 

254-percent 

interest 

1950 _ _ _ _ _ _ _ 

$13.5 

24.5 

$13.5 

25.0 

$13.5 

1960  _ _ _ _ 

25.5 

1970 _ _ _ _ _ _ 

45.7 

47.3 

48.9 

1980  _ 

66.  4 

69.9 

73.6 

1990  _ 

72.2 

78.5 

85.3 

2000. _ _ _ _ 

63.8 

73.6 

84.5 

If  the  interest  rate  is  taken  as  2%  percent  (it  is  now  very  close  to 
2%  percent),  the  trust  fund  would  reach  a  peak  of  $86,000,000,000 
some  45  years  hence  and  would  decline  very  slightly  thereafter.  In 
fact,  the  tax  schedule  in  the  committee-approved  bill  would,  urder  the 
assumptions  used  under  the  intermediate-cost  estimate,  place  the 
system  virtually  on  a  self-supporting  basis  if  the  interest  rate  on  the 
trust  fund  is  as  high  as  2%  percent. 

Detailed  computations  have  also  been  made  as  to  the  estimated 
progress  of  the  trust  fund  under  the  committee-approved  bill  up 
through  1955  under  unfavorable  economic  conditions.  (See  table  19.) 
It  is  assumed  that  the  benefit  disbursements  would  follow  those  in 
the  high-cost  estimates  previously  presented  except  that  further 
increases  have  been  arbitrarily  assumed,  amounting  to  20  percent 
relatively  for  1955  and  proportionately  smaller  relative  increases  in 
the  preceding  years.  At  the  same  time  it  has  been  assumed  that 
contribution  income  would  be  decreased  by  10  percent  in  1951  and  by 
25  percent  in  each  of  the  following  years  (it  should  be  mentioned 
again  that  based  on  current  conditions,  it  would  appear  that  the 
estimates  of  contribution  income  used  previously  were  conservative 
in  that  they  tend  to  be  somewhat  on  the  low  side  anyway  so  that 
these  arbitrary  reductions  here  represent  even  greater  actual  reduc¬ 
tions  over  present  conditions). 


Table  19.— Estimated  progress  of  trust  fund  for  committee-approved  bill  under 
unfavorable  economic  assumptions  1 


[In  millions] 


Calendar  year 

Contribu¬ 
tions  2 

Benefit 

payments 

Administra¬ 

tive 

expenses 

Interest 
on  fund  3 

Fund  at 
end  oi 
year 

1950 . . . .  . 

$2, 575 

$1, 118 

$65 

$268 

$13, 475 

1951 . 

2, 456 

2,290 

81 

270 

13, 836 

1952 . . . 

2,  259 

2,  583 

82 

273 

13.  697 

1953 . . . 

2,  276 

2,892 

8S 

267 

13, 260 

19c4 _ 

2,294 

3,  216 

95 

255 

12,  498 

1955...  _ _ 

2,312 

3,554 

101 

237 

11,392 

1  See  text  for  assumptions  and  bases. 

2  Combined  employer-employee  contribution  rate  is  3  percent  for  all  years  shown.  The  self-emploved 
pay  2M  percent. 

*  Interest  is  figured  at  2  percent  on  average  balance  in  fund  during  year. 
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Under  these  unfavorable  economic  assumptions,  the  benefit  pay¬ 
ments  exceed  the  contributions  for  each  year  after  1951,  with  the 
difference  in  1955  amounting  to  over  $1  billion.  As  a  result,  the  trust 
fund  reaches  a  peak  of  $13.8  billion  at  the  end  of  1951  and  declines 
slowly  thereafter,  but  remaining  above  $13  billion  until  after  1953. 
At  the  end  of  1955,  the  balance  in  the  trust  fund  is  $11.4  billion,  or 
only  slightly  less  than  the  balance  at  the  end  of  1949  ($11.8  billion). 
Accordingly,  even  with  unfavorable  economic  conditions  in  the  next  5 
years,  the  trust  fund,  along  with  the  tax  income,  will  still  be  ample  to 
meet  the  benefit  obligations  of  those  years. 

The  preceding  cost  estimates  take  into  account  the  special  benefits 
provided  for  veterans,  since,  under  the  committee-approved  bill,  the 
additional  costs  therefor  are  met  from  the  trust  fund  from  time  to 
time  as  they  arise;  under  the  present  law  and  under  the  House- 
approved  bill  such  additional  costs  are  met  from  the  General  Treasury 
as  they  arise.  The  benefits  contained  in  present  law  (namely,  sur¬ 
vivor  benefits  for  veterans  who  die  within  3  years  after  discharge)  are 
continued.  Further,  under  the  committee-approved  bill  it  is  proposed 
to  give  wage  credits  of  $160  for  each  month  of  military  service,  not 
only  to  veterans  but  also  in  respect  to  those  who  died  in  service. 

It  is  estimated  that  the  total  cost  of  these  veterans’  benefits  will 
amount  to  about  $300,000,000  spread  over  the  next  50  years.  There 
will  be  a  very  considerable  outgo  over  the  next  10  years  in  respect  to 
the  children  and  widows  of  men  who  died  in  service.  For  this  group, 
the  increased  outgo  from  the  trust  fund  will  be  about  $20,000,000  in 
1951  and  will  average  about  $15,000,000  a  year  over  the  next  decade. 
However,  since  by  1960  virtually  all  of  these  children  will  have  attained 
age  18,  the  disbursements  for  this  group  will  fall  off  quite  sharply  and 
will  not  thereafter  be  of  any  significant  size  until  about  35  years  from 
now,  when  the  widows  will  be  reaching  retirement  age.  The  remain¬ 
der  of  the  cost  of  these  veterans’  benefits  is  in  regard  to  veterans  who 
did  not  die  in  service;  the  bulk  of  such  cost  will  arise  some  40  to  50  years 
hence. 

Under  the  House-approved  bill,  the  cost  for  these  veterans’  benefits 
would  have  been  about  $1%  billion,  all  of  which  would  be  met,  over  the 
years,  out  of  the  General  Treasury.  Under  the  committee-approved 
bill,  this  benefit  cost  would  be  reduced  by  80  percent  (and  none  would 
be  met  by  the  General  Treasury),  principally  because  of  the  “new 
start”  provisions  as  to  average  wage  and  insured  status  and  because 
of  the  elimination  of  the  increment. 

E.  Combined  withholding  of  income  and  employee  social  security  taxes 

The  committee-approved  bill  would  make  an  important  change  in 
the  tax-collection  procedure  which,  however,  would  have  no  effect 
on  the  actuarial  basis  of  the  system,  but  would  result  in  greater  sim¬ 
plicity  for  the  taxpayer  and  in  administrative  economies.  This  change 
would  provide  for  a  single  combined  withholding  of  income  tax  and 
employee  social  security  tax  applicable  generally  in  those  cases  in 
which  wages  paid  to  the  employee  are  subject  to  withholding  for  both 
classes  of  tax.  If  the  employee’s  wages  are  not  subject  to  withholding 
for  income  tax  purposes,  combined  withholding  will  not  apply.  For 
example,  in  the  case  of  wages  paid  for  domestic  service  in  a  private 
home  or  for  agricultural  labor,  combined  withholding  is  not  applicable, 
since  such  wages  are  not  subject  to  withholding  for  income  tax  pur- 
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poses.  Under  these  provisions  for  combined  withholding,  employers 
would  no  longer  be  required  to  make  separate  determinations  of  the 
amount  of  income  tax  and  the  amount  of  employee  social  security  tax 
to  be  withheld  on  the  same  wage  payments.  Instead  the  combined 
employee  social  security  tax  and  income  tax  would  be  determined 
from  a  wage  bracket  table  or,  at  the  employer’s  election,  on  the  basis 
of  the  percentage  method. 

The  total  tax  withheld  from  each  employee  during  the  calendar  year 
would  be  allocated  to  employee  social  security  tax  and  to  income  tax 
on  the  basis  of  wages  subject  to  employee  social  security  tax  for  the 
year.  Under  the  allocation  formula  the  excess  of  the  total  combined 
tax  withheld  over  1 1/2  percent  (the  employee  rate  through  1955)  of 
the  wages  subject  to  employee  social  security  tax  would  be  attributed 
to  income  tax  withheld. 

Under  the  proposed  provisions,  employers  will  furnish  employees  a 
single  annual  receipt  covering  both  taxes,  instead  of  the  two  separate 
receipts  now  required.  The  receipt  will  show  the  amount  of  wages 
subject  to  employee  social  security  tax,  the  amount  of  employee  social 
security  tax,  the  amount  of  wages  subject  to  income  tax  withholding, 
and  the  amount  of  income  tax  withheld.  In  addition,  under  the 
proposed  provisions,  it  is  contemplated  that  collectors  will  be  per¬ 
mitted  to  make  a  single  assessment  of  social  security  tax  and  income 
tax  withheld,  and  will  be  relieved  of  dual  interest  and  penalty  com¬ 
putations  as  well  as  their  present  duty  of  keeping  the  social  security 
tax  collections  segregated  from  the  payments  of  income  tax  withheld. 

Appropriations  to  the  trust  fund  of  amounts  equal  to  the  social 
security  tax  will  be  authorized  on  the  basis  of  taxable  wages  reported 
to  the  Bureau  of  Internal  Revenue. 

Public  Assistance 

X.  GENERAL  STATEMENT 

Under  the  Social  Security  Act  of  1935,  the  Federal  Government 
assumed  responsibility  for  assisting  the  States  and  localities  to  pro¬ 
vide  public-assistance  payments  to  the  needy  aged,  to  the  needy  blind, 
and  to  dependent  children.  The  original  provisions  of  the  act  obli¬ 
gated  the  Federal  Government  to  match  State  and  local  expenditures 
on  a  50-50  basis  within  individual  maximums  of  $30  a  month  for  old- 
age  assistance  and  aid  to  the  blind;  for  aid  to  dependent  children,  the 
Federal  share  was  one-third  within  maximums  of  $18  for  the  first 
child  and  $12  for  each  additional  child.  In  1939,  the  maximums  for 
old-age  assistance  and  aid  to  the  blind  were  raised  to  $40  and  the 
Federal  matching  for  aid  to  dependent  children  was  established  on  a 
50-50  basis. 
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In  1946  and  again  in  1948,  Federal  financial  participation  in  public- 
assistance  payments  was  substantially  increased.  In  1946,  Federal 
funds  were  made  available  to  the  States  under  matching  formulas 
which  established  the  Federal  share  of  assistance  payments  at  two- 
thirds  of  the  first  $15  of  the  average  monthly  payment  per  recipient 
plus  one-half  the  remainder  within  maximums  of  $45  for  old-age 
assistance  and  aid  to  the  blind.  For  aid  to  dependent  children,  the 
Federal  share  was  two-thirds  of  the  first  $9  of  the  average  payment 
per  child  plus  one-lialf  the  remainder  within  maximums  of  $24  for  the 
first  child  and  $15  for  each  additional  child  in  a  family. 

In  1948,  the  matching  formulas  were  revised  so  the  Federal  share  was 
increased  to  three-fourths  of  the  first  $20  of  the  average  monthly  pay¬ 
ment  per  recipient  plus  one-half  the  remainder  within  maximums  of 
$50  for  old-age  assistance  and  aid  to  the  blind.  For  aid  to  dependent 
children,  the  Federal  share  was  increased  to  three-fourths  of  the  first 
$12  of  the  average  payment  per  child  plus  one-lialf  the  remainder  within 
maximums  of  $27  for  the  first  child  and  $18  for  each  additional  child. 

Under  the  1946  and  1948  amendments  to  the  public-assistance  pro¬ 
visions  of  the  Social  Security  Act,  the  States  were  enabled  to  increase 
their  monthly  old-age  assistance  and  aid-to-the-blind  payments  to 
recipients  as  much  as  $10  per  month  ($5  in  1946  and  $5  in  1948) 
without  increasing  the  amount  of  State  and  local  expenditures  per 
recipient.  Similarly,  in  aid  to  dependent  children,  the  States  were 
enabled  to  increase  the  monthly  payments  $6  per  child.  These  liberal¬ 
izations  of  the  public-assistance  programs  without  comparable  liberali¬ 
zation  in  the  old-age  and  survivors  insurance  program  have  resulted  in 
public  assistance  continuing  to  be  the  major  method  of  affording  pro¬ 
tection  against  the  economic  hazards  of  old  age  and  death. 

The  committee-approved  bill  is  designed  to  have  the  insurance 
program  become  the  basic  method.  The  strengthening  of  old-age  and 
survivors  insurance  will  reduce  the  need  for  public-assistance  expendi¬ 
tures.  The  broad  extension  of  coverage,  the  increase  in  benefits,  and 
the  liberalized  eligibility  requirements  of  the  insurance  program 
will  decrease  the  number  of  people  who  will  have  to  depend  on  the 
assistance  programs.  Therefore,  your  committee  believes  that  the 
only  major  modifications  in  the  public-assistance  programs  necessary 
at  this  time  are  those  outlined  hereafter. 

Tables  20  and  21  present  data  by  States  on  the  three  public-assist¬ 
ance  programs  showing  number  of  recipients,  average  monthly  pay¬ 
ments,  and  annual  costs  of  assistance  subdivided  into  Federal  share 
and  State  and  local  share.  These  data  relate  to  September  1949,  the 
latest  month  for  which  data  showing  the  source  of  funds  for  each  State 
are  available. 


54 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  195  0 


Table  20. — Old-age  assistance  and  aid  to  the  blind:  Number  of  recipients  and  aver¬ 
age  payments  for  September  1949  and  annual  amount  of  assistance,  by  source  of 
funds  1 

[Based  on  data  for  September  1949] 


Old-age  assistance 

Aid  to  the  blind 

Num¬ 
ber 
of  re¬ 
cipi¬ 
ents 
(000) 

(1) 

Aver¬ 

age 

Annual  amount  of  assist¬ 
ance 

Num¬ 
ber 
of  re¬ 
cipi¬ 
ents 
(000) 

(6) 

Aver¬ 

age 

Annual  amount  of  assist¬ 
ance 

State 

pay¬ 

ment 

per 

re¬ 

cipi¬ 

ent 

(2) 

Total 

(000) 

(3) 

Federal 

funds 

(000) 

(4) 

State 

and 

local 

funds 

(000) 

(5) 

pay¬ 

ment 

per 

re¬ 

cipi¬ 

ent 

(7) 

Total 

(000) 

(8) 

Federal 

funds 

(000) 

(9) 

State 

and 

local 

funds 

(000) 

(10) 

Total,  continental 
UnitedStates . 

2,678 

$43. 74 

$1,403, 974 

$784. 037 

$619,  937 

72.4 

$46.  74 

$40,  511 

$21, 464 

$19,  047 

Alabama _ _ 

75 

22.  80 

20,  384 

14.  656 

5,  72S 

1.3 

25.22 

399 

279 

120 

Arizona . 

12 

52.  05 

7,592 

4, 137 

3,  455 

.8 

62.  36 

613 

283 

330 

Arkansas...  ... 

58 

24.  76 

17,  262 

12, 116 

5,146 

1.8 

29. 13 

629 

422 

207 

California . 

260 

70.  52 

219,  904 

92,  459 

127,  445 

8.9 

82.  38 

8,  794 

3,185 

5, 609 

Colorado 

48 

66.79 

38,  694 

17, 145 

21,  549 

.4 

56.  46 

262 

127 

135 

Connecticut . . 

18 

53.  38 

11,527 

5,  823 

5.704 

.2 

50. 11 

121 

66 

55 

Delaware _ 

2 

28.  39 

535 

362 

173 

.  2 

39. 16 

71 

44 

27 

District  of  Columbia _ 

3 

42. 12 

1,345 

797 

548 

.3 

45.  30 

137 

79 

58 

Florida. . . . 

67 

40. 14 

32,  078 

20,  035 

12,  043 

3.2 

42.  45 

1,607 

993 

614 

Georgia _ _ _ 

94 

22.  23 

25,  063 

18, 169 

6,  894 

2.6 

20.  21 

811 

560 

251 

Idaho.  . . . 

11 

46.  76 

6,  117 

3.  415 

2,  702 

.2 

51.39 

131 

67 

64 

Illinois- . . . 

128 

43.99 

67,  521 

38,  717 

28,  804 

4.5 

46.24 

2,518 

1,420 

1,098 

Indiana _ _ 

50 

35.  37 

21,425 

13,  669 

7,  756 

1.9 

37.  77 

840 

528 

312 

Iowa. . . 

49 

48. 14 

28, 112 

15,  593 

12,  519 

1.2 

52.  72 

758 

385 

373 

Kansas. . .  . 

38 

49.  57 

22,  451 

12.  270 

10,  181 

.8 

52.  04 

475 

248 

227 

Kentucky.. _ _  .. 

61 

20.  71 

15,062 

11,  167 

3,895 

2. 1 

22.  06 

564 

410 

154 

Louisiana . . 

120 

47.11 

67.  658 

40,  849 

26,  809 

1.7 

42.  24 

809 

495 

374 

Maine. . . 

14 

42.45 

7,  211 

4,  455 

2,  756 

.7 

43.  08 

341 

210 

131 

Maryland .  . 

12 

36.  45 

5,  228 

3,247 

1,981 

.5 

40.  16 

226 

139 

87 

Massachusetts . 

93 

59.  87 

67.010 

31.321 

35,  689 

1.4 

61.90 

1,035 

471 

564 

Michigan _  .  ...  .. 

97 

45.81 

53, 165 

30,  459 

22,  706 

1.7 

49.  76 

1,040 

577 

463 

Minnesota _ _  . 

56 

44.  49 

29,  733 

17,  434 

12,  299 

1.1 

56.  82 

741 

352 

389 

Mississippi- . . 

60 

18.81 

13,  569 

10,  177 

3,  392 

2.6 

25.  86 

806 

559 

247 

Missouri  _ _ _ 

126 

42.  91 

65,  055 

40, 108 

24,  947 

0 

(!) 

(!) 

0 

(!) 

Montana  . .  .  . 

11 

51. 13 

6,  857 

3, 733 

3, 124 

.5 

54.40 

321 

167 

154 

Nebraska _ _  . 

24 

43.  12 

12,  492 

7,516 

4,  976 

.6 

52.  37 

375 

194 

181 

Nevada  .  .  . 

3 

54.07 

1,633 

899 

734 

(1 * 3) 

0 

0 

(!) 

9) 

New  Hampshire _ 

7 

43.  49 

3,  729 

2, 170 

1,559 

.3 

46.  23 

176 

100 

76 

New  Jersey . . . 

24 

47.  98 

13,714 

7,  461 

6,  253 

.  7 

53.75 

450 

233 

217 

New  Mexico . . 

10 

33.  74 

3,  881 

2,  487 

1,394 

.5 

37.  42 

205 

127 

78 

New  York _ _ 

117 

52.  02 

72,  744 

36,  891 

35,  853 

3.8 

58.  95 

2,  685 

1,253 

1,432 

North  Carolina _ 

57 

21.79 

14,  878 

10,  853 

4,  025 

3.8 

30.  95 

1,409 

932 

477 

North  Dakota..  ....  .. 

9 

46.  86 

4,  964 

2,  728 

2,236 

28.846 

.1 

47.78 

68 

36 

32 

Ohio _ _ 

126 

46.  27 

69,  965 

41, 119 

3.7 

44.34 

1,967 

1,165 

802 

Oklahoma. _ _ 

101 

52. 14 

63,  025 

34,  869 

28,156 

2.7 

53.  21 

1,727 

943 

784 

Oregon _ _ 

23 

48.  53 

13,  496 

7,  231 

6,  265 

.4 

56.  74 

263 

127 

136 

Pennsylvania... . 

89 

39.  57 

42,  464 

25,  772 

16,  692 

(!) 

9) 

0 

(!) 

0 

Rhode  Island. . . . . 

10 

45.  61 

5,  435 

2,  969 

2,466 

.2 

51.96 

100 

51 

49 

South  Carolina . . 

39 

21.53 

9,968 

7,  298 

2,  670 

1.4 

28.  45 

486 

329 

157 

South  Dakota _ 

12 

38.  29 

5,527 

3,  485 

2,042 

.2 

34.90 

90 

58 

32 

Tennessee... . . ... 

63 

30.22 

22,  676 

15,  090 

7,586 

2.4 

36.  32 

1,041 

664 

377 

Texas . . 

219 

34.  21 

89,  757 

57,  997 

31,  760 

6.2 

38.58 

2, 852 

1,  795 

1,  057 

Utah _ 

10 

45. 16 

5,  458 

3, 180 

2,  278 

.2 

49.  91 

123 

67 

56 

Vermont  . . .  . 

6 

34.63 

2,624 

1,691 

933 

.2 

39.23 

83 

52 

31 

Virginia _ 

18 

20.  61 

4,  557 

3,  384 

1,173 

1.4 

28.  51 

486 

328 

158 

Washington . . 

70 

65.  07 

54,  770 

24,  294 

30,  476 

.7 

76.23 

671 

257 

414 

West  Virginia _ _ 

24 

27. 14 

7,  933 

5,428 

2,  505 

.9 

30.  76 

346 

229 

117 

Wisconsin . .  .  . 

50 

41.60 

25,  034 

15,  526 

9,508 

1.3 

45.  S4 

742 

429 

313 

Wyoming . . 

4 

55.  37 

2,692 

1,  386 

1,306 

.1 

55.  02 

57 

29 

28 

1  Data  are  based  on  most  recent  dollar  distributions  of  assistance  payments  and  differ  slightly  for  some 

States  from  data  in  publications  of  the  Social  Security  Administration  which  are  based  on  monthly  reports 
of  State  totals  on  recipients  and  amounts  of  payments. 

3  No  federally  approved  plan. 
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Table  21. — Aid  to  dependent  children:  Number  of  recipients  and  average  payments 
for  September  1949  and  annual  amount  of  assistance,  by  source  of  funds  1 


[Based  on  data  for  September  1949] 


Number  of 
recipients 

Average  payment 

Annual  amount  of  assistance 

State 

Families 

(000) 

Children 

(000) 

Per 

family 

Per  child 

Total 

(000) 

Federal 

funds 

(000) 

State  and 
local 
funds 
(000) 

Total,  continental  United 
States—- . 

557 

1,411 

$72. 37 

$28.48 

$482, 710 

$211,  530 

$271,180 

Alabama - - 

14 

38 

36.  43 

13.  33 

6,024 

4, 367 

1, 657 

Arizona ..  - 

3 

9 

86.  90 

30.  93 

3,478 

1.487 

1,991 

Arkansas _ _ - 

12 

32 

41.52 

16.  09 

6, 176 

4,  239 

1.937 

California - 

26 

58 

111.95 

50.  75 

35,  509 

9,  720 

25,  789 

Colorado _ _  —  - 

5 

14 

75.08 

27.  36 

4,596 

2,  141 

2,  455 

Connecticut - -  - 

4 

9 

97. 64 

41.07 

4,645 

1,508 

3,137 

Delaware -  -  -  - 

1 

2 

72. 87 

24.  70 

474 

252 

222 

District  of  Columbia-.-  .  - 

2 

5 

80.  94 

26.  70 

1,760 

836 

924 

Florida _  _ 

24 

59 

42.06 

17.08 

12,  060 

8,149 

3,  911 

Georgia . . . . . 

12 

31 

41.91 

16.  24 

6, 086 

4, 167 

1,919 

Idaho . - .  -  --  --- 

2 

6 

96.  94 

38. 16 

2,  592 

916 

1,676 

Illinois - - - 

26 

65 

95.  00 

37.  34 

29.  195 

10,  446 

IS,  749 

Indiana  . . . 

10 

24 

61.60 

24.91 

7,  220 

3,  841 

3.  379 

Iowa . .  . .  --- 

5 

12 

74.  80 

29. 15 

4,  210 

1,859 

2.  351 

Kansas —  . . ------ 

5 

13 

81.72 

31.64 

5,  105 

2,  118 

2,987 

Kentucky -  -  .-  --- 

20 

50 

38.20 

15.  16 

9,  092 

6,  345 

2,747 

Louisiana . 

27 

70 

58.  89 

22.  77 

19,210 

10,  643 

8,  567 

Maine _ -  -  -  -  --  - 

3 

9 

66.01 

24.  54 

2,  576 

1,405 

1,  171 

Maryland - - -  -- 

6 

17 

80.  84 

26.  98 

5,  515 

2,  567 

2,948 

Massachusetts.-- . —  - 

12 

29 

112.03 

45.  99 

15.  750 

4,  644 

11,  106 

Michigan . .  --  --- 

26 

59 

87.  58 

37.  87 

26,  823 

9,638 

17,  185 

Minnesota  . 

8 

19 

85.  76 

33.61 

7,  825 

3,089 

4,736 

Mississippi-  -  - - - 

9 

24 

26.50 

9.76 

2,763 

2,  072 

691 

Missouri..  .  _  _ 

25 

62 

53. 33 

20.99 

15,  695 

10.  090 

5,005 

Montana . 

2 

6 

78.08 

29.89 

1,  993 

869 

1,124 

Nebraska .  .  -  - 

4 

8 

84.21 

35.  43 

3,  564 

1,  351 

2,213 

Nevada.  _  .  ...  —  . 

0 

0 

0 

(1 2) 

(2) 

0 

0 

New  Hampshire . . . 

1 

4 

89.  36 

35.28 

1,550 

587 

963 

New  Jersey - - — 

New  Mexico . .  . 

5 

13 

85.11 

33.11 

5,207 

2,  080 

3,127 

5 

13 

51.81 

20. 13 

3, 146 

1,849 

1,297 

New  York _ _ - 

54 

125 

106.  29 

45.  78 

68,  559 

20,  288 

48,  271 

North  Carolina _  _ 

13 

36 

41.76 

14.  82 

6,  367 

4,  472 

1,895 

North  Dakota. . . 

2 

5 

100. 35 

37.40 

2, 059 

730 

1,329 

Ohio _ _ 

13 

35 

63.89 

23.  59 

9, 849 

5,215 

4,634 

Oklahoma _ _ _ 

24 

61 

52.  08 

20.  56 

15,  042 

9,715 

5,  327 

Oregon -  - 

3 

8 

90.98 

35.  94 

3,  518 

1,296 

2,222 

Pennsylvania . 

49 

127 

90.84 

35.  34 

53,  806 

20,  284 

33,  522 
2,312 

Rhode'lsland - - 

3 

8 

87.  59 

35.  99 

3,660 

1,348 

South  Carolina.-.  _  .  — 

8 

22 

28.  85 

10. 14 

2,  684 

2,  013 

671 

South  Dakota . . . 

2 

5 

64.  00 

26.  00 

1,  572 

804 

768 

Tennessee _  _ _ 

20 

55 

48.11 

17. 9.5 

11,  814 

7,882 

3,932 

Texas,  ..  . . -  . 

17 

48 

44.  99 

16. 13 

9,332 

6,402 

2,930 

Utah _ 

3 

9 

94.  46 

36.83 

3,794 

1,366 

2,428 

Vermont..  .  _ _  -  .  - 

1 

2 

53.39 

19.50 

552 

361 

191 

Virginia _  _ 

Washington - - - 

7 

19 

44. 19 

15.58 

3,625 

2, 372 

1,253 

12 

27 

129.  70 

54. 78 

17,  902 

4,501 

13,  401 

West  Virginia . . . 

14 

37 

52.  76 

19.50 

8,668 

5,  668 

3,000 

Wisconsin. . . 

8 

21 

95.15 

38.  33 

9,  516 

3,  329 

6, 187 

Wyoming _ _ 

(?) 

1 

96.06 

35. 18 

552 

209 

343 

1  Data  are  based  on  most  recent  dollar  distributions  of  assistance  payments  and  differ  slightly  for  some 
States  from  data  in  publications  of  the  Social  Security  Administration  which  are  based  on  monthly  reports 
of  State  totals  on  recipients  and  amounts  of  payments. 

2  No  federally  approved  plan. 

>  Less  than  500  families. 
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XI.  AID  TO  DEPENDENT  CHILDREN *  1 

A.  Maximum  assistance  'payments 

Under  existing  law  the  Federal  Government  does  not  share  in  that 
part  of  any  monthly  aid  to  dependent-children  payment  which  exceeds 
$27  for  the  first  child  and  $18  for  each  additional  child  in  a  family. 
The  committee-approved  bill  would  raise  these  matching  maximums 
to  $30  and  $20,  respectively,  with  the  result  that  the  maximum 
Federal  funds  available  to  the  States  would  be  increased  from  $16.50 
to  $18  per  month  for  the  first  child  and  from  $12  to  $13  for  each 
additional  child.  Thus,  the  States  would  be  enabled  to  provide  a  higher 
level  of  payments  for  their  dependent  children.  It  is  estimated  that 
the  additional  cost  to  the  Federal  Government  for  this  modification 
in  the  aid  to  dependent-children  program  will  range  from  $15  to  $20 
million  a  year. 

B.  Notification  to  appropriate  law-enj or  cement  o ffidals 

Your  committee  believes  that  all  instances  of  desertion  and  aban¬ 
donment  of  children  by  parents  which  result  in  the  payment  of  aid 
to  dependent  children  should  be  brought  to  the  attention  of  the 
proper  law-enforcement  officials.  The  committee-approved  bill, 
therefore,  would  amend  title  IV  of  the  Social  Security  Act  by  adding 
the  requirement  that  an  approved  State  plan  must  provide  for  prompt 
notice  to  appropriate  law-enforcement  officials  of  the  furnishing  of 
aid  to  dependent  children  with  respect  to  a  child  who  has  been  deserted 
or  abandoned  by  a  parent. 

XII.  AID  TO  THE  BLIND  2 

A.  Exemption  oj  earnings 

Under  title  X  of  the  Social  Security  Act  the  States  are  required,  in 
determining  the  need  for  assistance,  to  take  into  consideration  the 
income  and  resources  of  claimants  of  aid  to  the  blind.  Your  com¬ 
mittee  believes  this  requirement  stifles  incentive  and  discourages  the 
needy  blind  from  becoming  self-supporting  and  that  therefore  it 
should  be  replaced  by  a  requirement  that  woidd  assist  blind  individuals 
in  becoming  useful  and  productive  members  of  their  communities. 
Accordingly,  the  committee-approved  hill  would  require  all  States 
administering  federally  approved  aid  to  the  blind  programs  to 
disregard  earned  income  up  to  $50  per  month  of  claimants  of  aid  to  the 
blind  beginning  July  1,  1952.  The  exemption  of  earnings  would  be 
discretionary  with  each  State  prior  to  that  date  so  the  State  legislatures 
will  be  afforded  an  opportunity  to  make  any  necessary  changes  in 
their  aid  to  the  blind  laws  to  conform  to  the  new  requirement. 

Aid  to  the  needy  blind,  in  the  judgment  of  your  committee,  is  not  in 
the  same  category  with  assistance  programs  for  other  needy  individ¬ 
uals.  Opportunities  for  gainful  employment  for  blind  individuals 
are  limited  and  their  necessary  expenditures  are  increased  by  the 
need  for  special  books,  for  special  medical  treatment  in  some  cases, 

1  Item  XIV  A ,  which  follows,  relates  to  medical  care  payments  for  aid  to  dependent  children  as  well  as 
for  old-age  assistance  and  aid  to  the  blind.  See.  also  section  by  section  analysis  of  the  public  assistance 
provisions  of  the  bill,  beginning  on  p.  170. 

1  Items  XIV  and  XV  also  relate  to  the  aid  to  the  blind  program.  See  also  the  section  by  section  analysis 

of  the  public  assistance  provisions  of  the  bill,  beginning  on  p.  170. 
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and  for  guide  service  and  readers.  As  with  concessions  and  special 
provisions  for  the  blind  in  other  laws,  the  exemption  of  earnings  up 
to  $50  per  month  is  not  regarded  by  your  committee  as  a  precedent  for 
similar  treatment  for  individuals  who  are  not  blind. 

B.  Temporary  approval  of  certain  State  plans 

Although  the  48  States,  the  District  of  Columbia,  Alaska,  and 
Hawaii  all  are  privileged  to  seek  Federal  grants  under  title  X  to  as¬ 
sist  them  in  financing  programs  of  aid  to  the  blind,  Alaska,  Missouri, 
Nevada,  and  Pennsylvania  are  not  receiving  grants  for  this  purpose. 
Alaska  has  no  special  program  for  aid  to  the  blind,  but  Missouri, 
Pennsylvania,  and  Nevada  are  administering  programs  for  aiding 
blind  persons,  financed  without  the  help  of  the  Federal  Government. 

Pennsylvania  has  been  negotiating  for  some  time  with  the  Social 
Security  Administration  to  arrive  at  a  basis  by  which  it  could  develop 
a  plan  for  aid  to  the  blind  that  could  be  approved  as  conforming  to 
the  requirements  of  the  Social  Security  Act.  To  help  in  solving  the 
issue  which  has  stood  in  the  way  of  accepting  the  plan  proposed  by 
Pennsylvania  and  to  facilitate  formulation  of  acceptable  plans  bv  other 
States  that  do  not  at  the  present  time  have  approved  plans,  the  bill 
would  amend  title  X.  The  bill  would  provide  that,  for  an  interim 
period,  the  Federal  Security  Administrator  shall  approve  a  plan  of  such 
State  for  aid  to  the  blind,  even  though  it  does  not  meet  the  require¬ 
ment  in  title  X  of  the  act,  as  amended,  relating  to  the  determination  of 
need  and  consideration  of  resources,  if  the  plan  meets  all  other  require¬ 
ments.  The  amendment  would  provide,  however,  that  Federal  par¬ 
ticipation  shall  be  available  only  with  respect  to  expenditures  which 
would  be  appro vable  under  the  requirements  of  title  X,  clause  (8), 
section  1002  (a)  of  the  act,  as  amended  by  the  bill.  This  amendment 
would  be  effective  only  for  the  period  October  1,  1950,  to  June  30, 
1953.  Your  committee  believes  that  this  period  of  time  will  enable 
the  States  concerned  to  amend  their  laws  and  develop  aid-to-blind 
plans  that  conform  in  all  respects  with  the  requirements  of  title  X. 

XIII.  OLD-AGE  ASSISTANCE  3 

In  view  of  the  extensive  revisions  in  the  old-age  and  survivors 
insurance  program  in  the  hill,  your  committee  believes  that  a  begin¬ 
ning  should  be  made  in  reducing  the  Federal  participation  in  supple¬ 
mentary  old-age  assistance  payments  made  to  beneficiaries  of  old-age 
benefit  payments  under  the  insurance  program.  The  committee- 
approved  bill,  therefore,  would  provide  that  old-age  assistance  pay¬ 
ments  made  to  retired  workers  who  become  entitled  to  old-age 
insurance  benefits  for  the  first  time  after  enactment  of  the  bill,  would 
be  shared  in  by  the  Federal  Government  on  a  50-50  basis  within  the 
individual  monthly  maximum  of  $50.  Thus,  the  Federal  share  of 
old-age  assistance  payments  in  these  cases  would  be  limited  to  $25 
instead  of  $30  as  in  existing  law.  It  should  be  noted  that  this  pro¬ 
vision  would  apply  only  to  the  retired  insured  worker  and  not  to  his 
wife  or  other  dependents. 


3  Items  XIV  and  XV  also  relate  to  the  old-age.  assistance  program.  See  also  the  section-by-section 
analysis  of  the  public-assistance  provisions  of  the  bill,  beginning  on  p.  170. 
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XIV.  MEDICAL  CARE 

A.  Method  of  'payment 

The  definition  of  assistance  in  existing  law  restricts  Federal  par¬ 
ticipation  to  expenditures  that  are  made  as  money  payments  to  needy 
individuals.  This  definition  limits  the  effectiveness  of  the  three  State- 
Federal  public-assistance  programs  in  assisting  needy  individuals  to 
meet  their  medical  needs.  Some  State  assistance  agencies  consider 
it  preferable  to  pay  the  medical  practitioners  or  institutions  that  sup¬ 
plied  the  medical  care.  Others  have  wanted  to  insure  the  recipients 
with  organizations  for  group  medical  care  such  as  the  Blue  Cross. 

The  committee-approved  bill  would  permit  direct  payments  to  per¬ 
sons  or  institutions  furnishing  medical  care  or  any  other  type  of 
remedial  care  authorized  under  State  law  to  recipients  of  State- 
Federal  public  assistance.  Federal  participation  in  such  payments 
would  be  limited,  however,  to  amounts  which,  when  added  to  any 
money  payment  made  to  the  needy  individual,  do  not  exceed  the 
monthly  maximums  of  $50  for  old-age  assistance  and  aid  to  the  blind 
and  $30  for  the  first  child  and  $20  for  each  additional  child  in  an  aid- 
to-dependent-children  family. 

B.  Public  medical  institutions 

Under  existing  law,  the  Federal  Government  participates  in  the 
cost  of  assistance  payments  to  aged  and  blind  individuals  residing  in 
private  but  not  in  public  institutions.  Under  the  committee-approved 
bill,  the  Federal  Government  would  share  in  the  cost  of  payments  to 
old-age  assistance  and  aid  to  the  blind  recipients  living  in  public 
medical  institutions  other  than  those  for  mental  diseases  and  tubercu¬ 
losis. 

A  serious  situation  has  developed  especially  with  respect  to  needy 
aged  persons  who  are  chronically  ill.  More  than  400,000  recipients 
of  old-age  assistance  are  bedridden  or  so  infirm  as  to  require  help  in 
eating,  dressing,  and  getting  about  indoors.  Of  this  number,  about 
50,000  are  living  in  private  institutions  including  commercial  boarding 
or  nursing  homes.  Many  of  the  others  who  are  living  in  their  own 
homes  are  in  need  of  prolonged  care  in  medical  institutions.  Private 
institutions  with  charges  within  the  financial  reach  of  these  recipients 
do  not  have  sufficient  capacity  to  provide  this  care.  If  State-Federal 
old-age  assistance  is  payable  as  would  be  provided  by  the  bill  to  needy 
aged  and  needy  blind  persons  residing  in  public  medical  institutions, 
it  is  probable  that  many  communities  would  develop  additional 
facilities  for  chronically  ill  persons  and  thereby  assist  in  meeting  the 
increasing  need  for  such  facilities. 

C.  Standards  for  institutions 

Some  States  now  do  not  have  agencies  authorized  to  establish  and 
maintain  standards  for  the  various  kinds  of  institutional  facilities 
in  the  State.  Tragic  instances  of  failure  to  maintain  adequate  stand¬ 
ards  of  care  and  adequate  protection  against  hazards  threatening 
the  health  and  safety  of  residents  of  institutions  emphasize  the  im¬ 
portance  of  this  function  of  State  government.  The  bill  therefore 
would  provide  as  a  requirement  for  a  State  old-age  assistance  or  aid- 
to-tlie-blind  plan  that,  if  assistance  is  paid  to  persons  in  public  or 
private  institutions,  the  State  plan  must  also  provide  for  the  establish¬ 
ment  or  designation  of  a  State  authority  or  authorities  which  shall  be 
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responsible  for  establishing  and  maintaining  standards  for  such 
institutions.  Persons  who  live  in  institutions,  including  nursing  and 
convalescent  homes,  should  be  assured  a  reasonable  standard  of  care 
and  be  protected  against  fire  hazards,  unsanitary  conditions,  and 
overcrowding. 

XV.  OTHER  ADMINISTRATIVE  AND  TECHNICAL  AMENDMENTS  RELATING 
TO  REQUIREMENTS  FOR  STATE  PLANS 

The  provisions  of  the  committee-approved  bill  discussed  previously 
in  this  section  of  the  report  as  well  as  other  administrative  and  tech¬ 
nical  amendments  are  outlined  in  the  section  by  section  analysis  of 
the  public-assistance  provisions  of  the  bill  (see  pp.  170-179).  The 
amendments  contained  in  the  House-approved  bill  that  would  be 
modified  or  deleted  by  the  committee-approved  bill  are  also  referred 
to  in  that  part  of  the  report. 

Child  Health  and  Welfare  Services 

XVI.  GENERAL  STATEMENT 

Title  V  of  the  Social  Security  Act  authorizes  Federal  grants-in-aid 
to  the  States  for  service  programs  to  promote  the  health  and  welfare 
of  children,  especially  in  rural  areas  and  in  areas  of  special  need.  Your 
committee  believes  that  the  three  programs — maternal  and  child 
health  services,  crippled  children  services,  and  child  welfare  services — - 
have  demonstrated  the  effectiveness  of  cooperative  planning  be¬ 
tween  the  State  and  Federal  Governments  in  these  important  areas. 
Unmet  health  and  welfare  needs  of  children,  if  ignored  too  long,  may 
necessitate  expensive  and  less  effective  treatment  later.  By  pro¬ 
viding  additional  Federal  funds,  all  States  would  be  enabled  to  meet 
these  needs  promptly  and  constructively  for  an  increased  number  of 
children. 

XVII.  MATERNAL  AND  CHILD  HEALTH  SERVICES 

Existing  law  authorizes  an  annual  appropriation  of  $11  million  for 
grants  to  States  to  assist  them  in  extending  and  improving  services 
which  promote  the  health  of  mothers  and  children,  especially  in  rural 
areas  and  areas  of  special  need.  Half  of  the  $11  million  ($5 %  million) 
must  be  matched  by  the  States.  Of  this  amount  each  State  receives 
a  uniform  apportionment  of  $35,000  and  the  remainder  is  allotted  on 
the  basis  of  the  relative  number  of  live  births  in  the  State.  The  other 
$5 y2  million  is  allotted  among  the  States  on  the  basis  of  the  financial 
need  of  each  State  after  taking  into  consideration  the  number  of  live 
births  in  the  State. 

The  committee-approved  bill  would  increase  the  $11  million  au¬ 
thorization  to  $20  million  and  would  raise  the  uniform  $35,000  allotment 
to  $60,000.  Otherwise,  the  existing  provisions  of  law  relating  to  the 
apportionment  of  funds  would  be  unchanged.  Thus,  the  States  would 
be  required  to  match  $10  million  annually  (instead  of  $5)(  million). 

Recent  reports  received  by  the  Children’s  Bureau  from  State  health 
departments  indicate  that  because  of  increased  costs,  23  of  the  53 
States  and  Territories  participating  in  the  maternal  and  child-health 
program  have  already,  or  will  soon,  find  it  necessary  to  curtail  some  of 
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their  services  because  of  lack  of  funds.  The  health  departments  also 
indicate  that  demands  for  services  are  increasing  because  of  the  con¬ 
tinued  high  birth  rate.  In  1948,  for  example,  there  were  40  percent 
more  children  under  age  5  (5  million  more)  than  in  1940,  and  21 
percent  more  children  age  5  to  9  years. 

XVIII.  SERVICES  FOR  CRIPPLED  CHILDREN 

Existing  law  authorizes  an  annual  appropriation  of  $712  million 
for  grants  to  States  to  assist  them  in  extending  and  improving  their 
services  for  crippled  children,  especially  in  rural  areas  and  areas  of 
special  need.  Half  of  the  $7)4  million  ($3%  million)  must  be  matched 
by  the  States.  Of  this  amount  each  State  receives  a  uniform  appor¬ 
tionment  of  $30,000  and  the  remainder  is  allotted  on  the  basis  of  need 
after  consideration  of  the  number  of  crippled  children  in  the  State 
needing  services  and  the  costs  of  such  services.  The.  other  $3%  million 
is  allotted  to  the  States  on  the  same  basis  of  need. 

The  committee-approved  bill  would  increase  the  $7)4  million  author¬ 
ization  to  $15  million  and  raise  the  uniform  apportionment  from 
$30,000  to  $60,000.  Otherwise,  the  existing  provisions  of  law  relating 
to  the  apportionment  of  funds  would  be  unchanged.  Thus,  the  States 
would  be  required  to  match  $7)4  million  annually  (instead  of  $3% 
million) . 

The  cost  of  providing  service  to  crippled  children  has  risen  sharply. 
Hospital  costs  make  up  a  large  share  of  expenditures  under  this 
program.  Between  1939  and  1948,  there  was  an  increase  from  $6.42 
to  $14.06  in  the  average  operating  cost  per  patient-day  in  voluntary 
nonprofit  hospitals.  Recent  reports  received  by  the  Children’s 
Bureau  from  the  State  crippled  children’s  agencies  reveal  that  37  of 
them  are  having  to  curtail  their  programs  owing  to  lack  of  funds; 
either  by  closing  clinics  or  limiting  the  intake  of  children  awaiting 
service.  The  additional  Federal  funds  that  would  be  provided  under 
the  committee-approved  bill  woidd  not  only  assist  the  States  to  main¬ 
tain  their  present  services  but  many  States  would  be  enabled  to  extend 
and  improve  their  services.  Thirty-six  agencies  now  have  plans  laid 
to  begin  or  extend  rheumatic  fever  programs;  35  would  start  or  expand 
care  for  children  with  cerebral  palsy  while  others  would  provide  more 
services  for  epileptic  children. 

XIX.  CHILD-WELFARE  SERVICES 

Existing  law  authorizes  an  annual  appropriation  of  $3%  million  for 
grants  to  States  to  assist  them  in  extending  and  strengthening  their 
child-welfare  services,  especially  in  predominantly  rural  areas  or  areas 
of  special  need.  These  services  are  for  the  protection  and  care  of 
homeless,  dependent,  and  neglected  children  and  children  in  danger  of 
becoming  delinquent.  Each  State  receives  a  uniform  allotment  of 
$20,000  and  the  balance  of  the  $3)4  million  is  apportioned  to  the  States 
on  the  basis  of  the  ratio  of  rural  population  in  the  State  to  the  rural 
population  in  the  United  States. 

The  committee-approved  bill  would  increase  the  $3)4  million  authori¬ 
zation  to  $12  million  and  the  uniform  allotment  from  $20,000  to 
$40,000.  The  balance  of  the  $12  million  would  be  allotted  to  the 
States  on  the  basis  of  rural  child  population  so  as  to  gear  the  apportion- 
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ment  of  funds  more  closely  to  the  number  of  children  to  be  provided 
services. 

The  committee-approved  bill  would  also  amend  existing  law  to 
provide  specifically  that  Federal  child-welfare  funds  allotted  to  the 
States  may  be  used  for  paying  the  cost  of  returning  any  runaway  child 
under  age  16  to  his  own  community  in  another  State  if  such  return  is 
in  the  interest  of  the  child  and  the  cost  cannot  otherwise  be  met.  In 
addition  a  proviso  would  be  added  to  existing  law  to  the  effect  that  in 
developing  the  various  services  under  the  State  plans  the  States  would 
be  free  but  not  compelled  to  utilize  the  facilities  and  experience  of 
voluntary  agencies  for  the  care  of  children  in  accordance  with  State 
and  community  programs  and  arrangements. 

Testimony  presented  to  your  committee  indicates  that  by  providing 
$12  million  annually  to  the  States  for  child-welfare  services  the  pro¬ 
gram  would  be  expanded  to  provide  care  and  protection  for  a  greatei 
number  of  children  who  cannot  be  cared  for  in  their  own  homes,  as 
well  as  to  afford  children  who  arc  living  with  their  parents  the  social 
services  that  may  be  required  to  strengthen  family  life. 

Unemployment  Insurance 

XX.  ADVANCES  TO  STATES 

Title  XII  of  the  Social  Security,  Act  allowing  advances  to  the  ac¬ 
counts  of  States  in  the  Unemployment  Trust  Fund,  expired  on  January 
1,  1950.  During  the  operation  of  this  title  no  State  has  been  eligible 
for  such  an  advance.  The  committee’s  action  has  continued  the 
operation  of  title  XII  until  December  31,  1951,  and  provisions  for 
advances  will  operate  retroactively  with  respect  to  calendar  quarters 
expiring  since  January  1,  1950. 

If  the  balance  in  the  State’s  account  in  the  Unemployment  Trust 
Fund  does  not  exceed  the  total  contributions  deposited  during  the 
higher  of  the  two  calendar  years  preceding  the  calendar  quarter  under 
consideration,  the  State  is  entitled  to  an  advance.  Such  advance 
may  equal  the  amount  by  which  the  unemployment  compensation 
paid  out  by  the  State  in  the  calendar  quarter  exceeded  2.7  percent 
of  the  total  wages  which  were  subject  to  the  State’s  unemployment 
compensation  law. 

Advances  made  to  a  State  are  to  be  repaid,  without  interest,  to 
the  Federal  unemployment  account  automatically,  from  the  unem¬ 
ployment  fund  of  that  State,  when  and  to  the  extent  that  the  balance 
in  the  State’s  account  at  the  end  of  any  quarter  exceeds  the  total 
contributions  deposited  during  the  higher  of  the  two  calendar  years 
preceding  that  quarter. 


SECTION  BY  SECTION  ANALYSIS  OF  THE  BILL 


The  first  section  of  the  bill  contains  a  short  title,  Social  Security  Act 
Amendments  of  1950,  and  a  table  of  contents.  The  remainder  of  the 
bill  is  divided  into  four  titles:  Title  I,  which  amends  title  II  of  the 
Social  Security  Act;  title  II,  which  amends  the  Internal  Revenue  Code; 
title  III,  which  contains  the  amendments  to  the  public-assistance  and 
child-welfare  provisions  of  the  Social  Security  Act;  and  title  IV, 
which  contains  miscellaneous  amendments  to  the  Social  Security  Act. 

Title  I— Amendments  to  Title  II  of  the  Social  Security  Act 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFIT  PAYMENTS 

Section  101  (a)  of  the  bill  amends  section  202  of  the  Social  Security 
Act.  Section  202,  as  amended,  contains  provisions  relating  to  old-age, 
wife’s,  husband’s,  child’s,  widow’s,  widower’s,  mother’s,  and  parent’s 
insurance  benefits;  lump-sum  death  payments;  applications  for  bene¬ 
fits;  simultaneous  entitlement  to  benefits;  and  the  effect  of  entitle¬ 
ment  to  survivor  benefits  under  the  Railroad  Retirement  Act  of  1937. 
Subsections  (b),  (c),  and  (d)  of  section  101  of  the  bill  contain  provisions 
(explained  below)  relating  to  the  effective  dates  of  the  amendments 
made  by  subsection  (a),  the  protection  of  individuals  now  receiving 
benefits,  the  protection  of  individuals  eligible  for  benefits  under  the 
Social  Security  Act  before  amendment  by  this  bill,  and  the  filing  of 
applications  for  lump-sum  death  payments  in  the  case  of  deaths  occur- 
ing  on  or  before  the  effective  date.  Substantive  changes  from  the 
bill  as  passed  by  the  House  of  Representatives  will  be  discussed  under 
the  specific  headings  below.  In  addition  changes  have  been  made  in 
the  effective  dates.  Minor  clarifications  and  drafting  changes  will 
be  mentioned  only  when  of  some  significance. 

Old-age  insurance  benefits 

The  name  of  the  benefit  provided  by  section  202  (a)  of  the  Social 
Security  Act  is  changed  from  “primary  insurance  benefit”  to  “old- 
age  insurance  benefit.”  The  conditions  under  which  an  individual 
may  become  entitled  to  old-age  insurance  benefits  are  the  same  as 
those  for  the  present  primary  insurance  benefits,  i.  e.,  fully  insured 
status  (as  redefined  in  section  214  (a)),  attainment  of  retirement  age 
(age  65),  and  filing  application.  Since  the  payment  of  benefits  on 
account  of  permanent  and  total  disability  as  provided  under  the  bill 
as  passed  by  the  House  has  been  eliminated,  the  provision  waiving 
the  requirement  of  filing  application  for  old-age  insurance  benefits  in 
case  the  individual  was  entitled  to  disability  benefits  when  he  attained 
age  65  does  not  appear  in  the  bill  as  reported. 

Under  section  101  (c)  (1)  of  the  bill,  individuals  entitled  to  primary 
insurance  benefits  under  existing  law  will  automatically  become  en¬ 
titled  to  old-age  insurance  benefits  under  the  amended  act. 
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Wife’s  insurance  benefits 

Section  202  (b)  of  the  Social  Security  Act  as  amended  by  the  bill 
continues  the  conditions  required  by  existing  law  for  entitlement  to 
wife’s  insurance  benefits.  In  this  respect  this  bill  differs  from  the 
House  bill,  which  would  have  permitted  the  payment  of  wife’s  insur¬ 
ance  benefits  to  a  woman  under  age  65  if  she  had  in  her  care  a  child 
entitled  to  a  child’s  benefit  based  on  her  husband’s  wage  record. 

Husband’s  insurance  benefits. 

The  bill  adds  a  new  subsection  (c)  to  section  202  of  the  Social  Secur¬ 
ity  Act  to  provide  benefits  for  the  dependent  husband  of  a  female 
old-age  insurance  beneficiary  who  was  currently  insured  at  the  time  of 
her  entitlement  to  the  old-age  insurance  benefit  (or  primary  insurance 
benefit  if  she  is  now  entitled  to  one).  To  be  eligible  for  the  husband’s 
insurance  benefit,  the  husband  must  (1)  have  filed  an  application  there¬ 
for;  (2)  have  attained  retirement  age;  (3)  be  living  with  his  wife  at  the 
time  of  filing  application;  (4)  have  been  receiving  at  least  one-half  his 
support  from  her,  as  determined  in  accordance  with  regulations  of  the 
Administrator,  at  the  time  she  became  entitled  to  her  old-age  insurance 
benefit  and  have  filed  proof  of  such  support  within  2  years  after  the 
month  in  which  she  became  so  entitled,  and  (5)  either  not  be  entitled 
to  an  old-age  insurance  benefit  on  his  own  wage  record  or,  if  entitled 
to  such  a  benefit,  it  must  be  less  than  one-half  his  wife’s  old-age 
insurance  benefit. 

The  determination  whether  the  husband  is  receiving  at  least  one- 
half  of  his  support  from  his  wife  has  been  made  subject  to  regulations 
of  the  Administrator  in  order  to  permit  the  latitude  necessary  to 
enable  him  to  determine  the  existence  of  true  support,  rather  than 
support  or  lack  of  it  resulting  from  income  attributable  to  a  spouse 
under  community  property  laws.  This  is  consistent  with  present 
administrative  practice  under  section  209  (n)  of  the  Social  Security 
Act  as  now  in  effect  which  requires  a  determination  of  whether  a 
husband  was  making  regular  contributions  toward  his  wife’s  support. 

As  in  the  case  of  the  wife’s  insurance  benefit,  the  husband’s  insurance 
benefit  will  be  paid  up  to  the  month  in  which  he  or  his  wife  dies,  they 
are  divorced  a  vinculo  matrimonii,  or  he  becomes  entitled  to  an  old-age 
insurance  benefit  equal  to  or  exceeding  one-half  of  his  wife’s  old-age 
insurance  benefit.  The  husband’s  insurance  benefit  will  be  equal  to 
one-half  of  his  wife’s  old-age  insurance  benefit.  If  the  wife  is  entitled 
to  primary  insurance  benefits  at  the  time  the  new  provisions  be¬ 
come  effective,  the  2-year  period  during  which  proof  of  dependency 
must  be  filed  by  the  husband  will  start  at  the  effective  date.  The  bill 
as  passed  by  the  House  did  not  provide  benefits  for  dependent 
husbands. 

Child’s  insurance  benefits 

Section  202  (d)  of  the  Social  Security  Act  as  amended  by  the  bill 
(sec.  202  (c)  of  the  present  law)  makes  several  changes  in  the 
provisions  relating  to  child’s  benefits.  Under  the  present  law,  the 
benefit  amount  for  a  child  entitled  on  the  wage  record  of  a  deceased 
or  retired  insured  worker  is  equal  to  one-half  the  primary  insurance 
benefit  of  the  worker.  A  widow  with  a  child  receives  one  and  a 
quarter  times  an  old-age  insurance  benefit,  while  a  retired  worker 
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with  a  child  would  receive  one  and  a  half  times  such  benefit.  To 
equalize  family  benefit  amounts  as  between  families  of  deceased  and 
retired  workers,  the  bill  increases  the  total  amount  of  the  family 
benefits  in  a  survivor  family  in  which  there  is  at  least  one  entitled 
child  by  one-fourth  of  the  worker’s  old-age  benefit.  If  there  is  more 
than  one  child,  this  additional  amount  is  to  be  divided  equally  among 
the  children. 

A  child  is  entitled  to  child’s  insurance  benefits  only  if  he  was  depend¬ 
ent  upon  the  individual  on  the  basis  of  whose  wage  record  lie  files 
application  for  child’s  insurance  benefits.  Paragraphs  (3),  (4),  and 
(5)  of  subsection  (d)  of  the  Social  Security  Act  as  amended  by  the 
bill  set  forth  the  circumstances  under  which  a  child  is  deemed  depend¬ 
ent  upon  an  individual. 

Paragraph  (3)  states  the  circumstances  under  which  a  child  is 
deemed  dependent  upon  his  father  or  adopting  father.  This  para¬ 
graph  makes  no  change  in  existing  law. 

Paragraph  (4)  states  the  circumstances  under  which  a  child  is 
deemed  dependent  upon  his  stepfather.  Under  existing  law  a  child 
is  deemed  dependent  upon  a  stepfather  only  if  no  father  or  adopting 
father  was  living  with  or  contributing  to  the  support  of  such  child. 
Under  the  bill  the  child  is  deemed  dependent  upon  his  stepfather  if 
the  child  was  living  with  or  was  receiving  at  least  one-half  of  his 
support  from  such  stepfather. 

Paragraph  (5)  states  the  circumstances  under  which  the  child  is 
deemed  dependent  upon  his  natural  or  adopting  mother  or  upon  his 
stepmother.  Under  existing  law,  the  presence  of  a  father  or  adopting 
father  in  the  household  prevents  a  finding  of  dependency  of  a  child  on 
his  mother.  Any  contributions  from  a  father  or  adopting  father  also 
prevent  finding  a  child  dependent  on  his  mother.  The  bill  permits 
the  payment  of  benefits  to  a  child  on  the  basis  of  his  natural  or  adopt¬ 
ing  mother’s  wage  record  if  she  was  currently  insured  when  she  died 
or  became  entitled  to  an  old-age  insurance  benefit.  This  represents 
a  change  from  the  bill  as  passed  by  the  House,  under  which  a  woman 
worker  who  died  would  have  to  be  both  fully  and  currently  insured 
at  the  time  she  died  to  permit  payment  to  the  child  on  the  basis  of 
her  wage  record,  and  benefits  would  have  been  payable  to  the  child 
of  a  retired  woman  worker  only  as  provided  under  existing  law. 
Benefits  are  also  payable  on  the  basis  of  a  natural,  adopting,  or  step¬ 
mother’s  wage  record,  if  she  was  furnishing  at  least  half  of  the  child’s 
support,  or  if  she  was  living  with  or  contributing  to  the  child’s  support 
and  the  child  has  been  neither  living  with  nor  receiving  any  contribu¬ 
tions  toward  his  support  from  his  father. 

Aside  from  the  change  in  paragraph  (5)  of  section  202  (c),  discussed 
above,  relating  to  a  child’s  dependency  on  a  currently  insured  woman 
worker,  the  bill  as  reported  is  the  same  as  the  House  bill. 

Widow’s  insurance  benefits 

Section  202  (e)  (sec.  202  (d)  of  present  law)  would  be  changed  by 
the  bill  so  as  to  permit  a  wife  entitled  to  wife’s  insurance  benefits  to 
become  entitled  to  widow’s  insurance  benefits  upon  the  death  of  her 
husband  without  filing  a  new  application.  All  conditions  of  eligibility 
for  the  two  benefits  are  the  same  with  one  exception  (death  in  the 
case  of  widow’s  benefits,  and  entitlement  of  the  husband  to  old-age 
insurance  benefits  in  the  case  of  wife’s  benefits).  This  change  will 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  195  0  65 

simplify  administration  and  prevent  delay  in  payment  of  widow’s 
insurance  benefits. 

The  bill  as  reported  differs  from  that  passed  by  the  House  only  by 
reason  of  a  drafting  change  necessitated  by  elimination  of  “wife’s 
insurance  benefits”  for  wives  under  age  65  (discussed  above  in  con¬ 
nection  with  section  202  (b)). 

Widower's  insurance  benefits 

The  bill  adds  a  new  subsection  (f)  to  section  202  of  the  Social 
Security  Act  to  provide  benefits  for  the  dependent  widower  of  a 
woman  who  is  fully  and  currently  insured  at  the  time  of  her  death 
and  who  dies  after  these  amendments  become  effective.  To  be 
eligible  for  .'the  widower’s  benefit,  the  individual  must  (1)  not  have 
remarried;  (2)  have  attained  retirement  age;  (3)  have  filed  application 
for  the  widower’s  insurance  benefits  or  have  been  entitled  to  husband’s 
insurance  benefits  on  the  basis  of  his  wife’s  wage  record  during  the 
month  preceding  the  month  in  which  she  died;  (4)  have  been  living 
with  his  wife  at  the  time  of  her  death;  (5)  have  been  receiving  at  least 
one-half  of  his  support  from  her,  as  determined  in  accordance  with 
regulations  of  the  Administrator,  at  the  time  of  her  death,  or  at  the 
time  she  became  entitled  to  old-age-insurance  benefits  if  she  was  then 
a  currently  insured  individual;  (6)  have  filed  proof  of  such  support 
within  2  years  after  the  month  in  which  she  died  or  became  entitled 
to  old-age-insurance  benefits,  as  the  case  may  be;  and  (7)  either  not 
be  entitled  to  an  old-age-insurance  benefit  or,  if  he  is  so  entitled,  such 
benefit  must  be  less  than  three-fourtlis  of  the  primary  insurance 
amount  of  his  deceased  wife.  The  determination  whether  the  widower 
was  receiving  at  least  one-half  of  his  support  from  his  deceased  wife 
has  been  made  subject  to  regulations  of  the  Administrator  in  order 
to  permit  the  latitude  necessary  to  enable  him  to  determine  the 
existence  of  true  support,  rather  than  support  or  lack  of  it  resulting 
from  income  attributable  to  a  spouse  under  community-property 
laws.  This  is  consistent  with  present  administrative  practice  under 
section  209  (n)  of  the  Social  Security  Act  as  now  in  effect  which 
requires  a  determination  of  whether  a  deceased  husband  was  making 
regular  contributions  toward  his  widow’s  support  at  his  death. 

The  widower’s  insurance  benefits  are  each  equal  to  three-fourths  of 
his  deceased  wife’s  primary  insurance  amount  and  are  payable  until 
he  remarries,  dies,  or  becomes  entitled  to  an  old-age-insurance  benefit 
equal  to  or  exceeding  three-fourths  of  the  primary  insurance  amount 
of  his  deceased  wife. 

The  bill  as  passed  by  the  House  did  not  provide  benefits  for  de¬ 
pendent  widowers. 

Mother's  insurance  benefits 

Subsection  (g)  of  section  202  of  the  Social  Security  Act  as  amended 
by  the  bill  changes  the  title  of  the  present  widow’s  current  insurance 
benefits  (sec.  202  (e)  of  the  present  law)  to  mother’s  insurance  benefits. 
It  provides  for  payment  of  such  benefits  to  the  divorced  wife  of  a  de¬ 
ceased  insured  worker  if  she  had  been  receiving  at  least  half  her  support 
from  the  worker,  and  if  she  is  caring  for  her  son,  daughter,  or  legally 
adopted  child  who  is  receiving  benefits  on  the  worker’s  wage  record. 
Under  section  101  (c)  (1)  of  the  bill,  individuals  entitled  to  widow’s 
current  insurance  benefits  under  existing  law  will  automatically 
become  entitled  to  mother’s  insurance  benefits  under  the  new  law. 
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Parent’s  insurance  benefits 

Under  section  202  (h)  as  amended  by  the  bill  (sec.  202  (f)  of  present 
law),  the  requirement  that  a  parent  must  have  been  chiefly  dependent 
upon  and  supported  by  the  wage  earner  is  changed  to  require  only  that 
the  parent  must  have  been  receiving  at  least  one-lialf  of  his  support 
from  the  wage  earner  in  order  for  the  parent  to  be  found  dependent 
on  him.  This  will  make  it  unnecessary  to  look  to  the  value  of  any 
non-income-producing  property  a  parent  may  own  and  will  avoid  the 
difficulties  involved  in  establishing  dependency  in  cases  where  the 
parent  was  receiving  an  equal  portion  of  his  support  from  two  children. 

The  bill  as  reported  is  the  same  as  the  House  bill  in  this  respect. 
It  differs  from  the  House  bill,  however,  in  that  the  amount  of  the 
parent’s  benefit  will  be  retained  at  one-half  the  deceased  worker’s 
primary  insurance  amount,  as  in  the  present  law,  whereas  the  bill  as 
passed  by  the  House  would  have  raised  the  parent’s  benefit  to  three- 
fourths  of  the  deceased  worker’s  primary  insurance  amount. 

Lump-sum  death  payments 

Section  202  (i)  of  the  Social  Security  Act  as  amended  by  the  bill 
(sec.  202  (g)  of  existing  law)  makes  two  important  changes  in  the  pro¬ 
vision  for  lump-sum  death  payments.  The  first  change  limits  the 
amount  of  the  lump-sum  payment  to  three  times  the  worker’s  primary 
insurance  amount,  instead  of  six  times  the  primary  benefit  as  now  pro¬ 
vided.  As  primary  insurance  amounts  provided  in  the  bill  are  about 
double  the  present  primary  benefits,  the  change  made  by  the  bill 
would  keep  lump-sum  death  payments  at  about  their  present  dollar 
level. 

The  second  major  change  made  by  the  bill  would  provide  that  if 
the  total  of  monthly  benefits  paid  on  the  basis  of  the  deceased  insured 
individual’s  wage  record  for  the  month  in  which  he  died  and  the  11 
succeeding  months  is  less  than  three  times  his  primary  insurance 
amount,  a  lump-sum  equal  to  the  difference  between  the  two  amounts 
is  to  be  paid.  Payment  is  to  be  made  to  the  same  persons  and  to  the 
same  extent  as  is  provided  under  existing  law  and  under  the  bill  in 
cases  in  which  there  are  no  such  monthly  benefits  payable  in  the  month 
of  death  (to  the  widow  or  widower,  or  if  there  is  none,  to  the  person 
who  paid  the  burial  expenses).  This  change  would  prevent  the 
anomalous  situation  possible  at  present  when  a  deceased  worker  is 
survived  by  a  widow  with  a  child  who  is  within  a  few  months  of  attain¬ 
ing  age  18,  and  the  total  amount  of  monthly  benefits  payable  to  the 
family  within  the  year  beginning  with  the  month  of  his  death  is  less 
than  the  lump-sum  payment  would  have  been. 

The  bill  as  reported  differs  on  this  matter  from  the  bill  as  passed  by 
the  House  in  one  substantive  respect.  Under  existing  law  a  lump¬ 
sum  death  payment  is  payable  only  where  there  is  no  surviving  spouse, 
child,  or  parent  who  would,  on  filing  application  in  the  month  of  the 
insured  individual’s  death,  be  entitled  to  monthly  benefits  on  the  basis 
of  such  individual’s  wage  record.  Under  the  bill  as  passed  by  the 
House,  a  lump-sum  death  payment  would  have  been  payable  for  the 
death  of  every  insured  individual.  The  circumstances  under  which 
the  bill  as  reported  would  provide  for  payment  of  a  lump-sum  death 
payment  even  though  monthly  benefits  are  payable  on  the  deceased’s 
wage  record  are  indicated  in  the  preceding  paragraph. 
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Application  -for  benefits 

Paragraph  (1)  of  section  202  (j)  as  amended  by  the  bill  (sec.  202  (h) 
of  present  law)  is  the  same  as  existing  law  except  that  it  increases 
from  3  to  6  the  number  of  months  for  which  benefits  may  be  paid 
retroactively  to  individuals  who  failed  to  file  their  applications  as 
soon  as  they  were  otherwise  eligible,  but  this  applies  only  to  benefits 
payable  for  months  after  the  effective  date  of  the  new  provisions. 

Paragraph  (2)  of  this  subsection  continues  the  provision  of  the 
present  law  (sec.  205  (m))  which  makes  ineffectual  any  application 
filed  more  than  3  months  before  entitlement,  and  adds  the  provision 
that  an  application  filed  during  the  3-month  period  before  the  month 
in  which  the  individual  is  first  eligible  for  benefits  shall  be  deemed  to 
have  been  filed  in  the  first  month  in  which  he  is  eligible.  This  gives 
a  definite  date  of  reference  for  the  application. 

The  bill  as  reported  makes  no  change  in  the  House  bill  on  this 
matter. 

Simultaneous  entitlement  to  benefits 

Subsection  (k)  brings  together  in  one  subsection  the  provisions 
relating  to  simultaneous  entitlement  to  benefits  now  spread  through¬ 
out  section  202.  Paragraph  (1)  of  the  new  subsection  provides  that 
whenever  a  group  of  children  could  all  be  entitled,  upon  application,  to 
child’s  insurance  benefits  based  on  the  same  two  or  more  wage  records, 
all  of  them  (entitled  on  at  least  one  of  the  records)  will  be  deemed 
entitled  on  all  of  such  records  with  respect  to  which  at  least  one  of 
such  children  has  filed  an  application.  Paragraph  (2)  (A)  of  the  new 
subsection  complements  the  new  paragraph  (1)  by  providing  that  a 
child  entitled  to  child’s  insurance  benefits  on  more  than  one  wage 
record  will  be  entitled  only  on  the  record  which  produces  the  highest 
primary  insurance  amount. 

The  effect  of  these  two  paragraphs  is  to  make  all  children,  who 
could  be  entitled  to  child’s  insurance  benefits  on  the  same  two  or  more 
wage  records  (and  who  are  actually  entitled  on  at  least  one  of  these 
records),  entitled  only  on  the  one  of  such  records  with  fespect  to  which 
at  least  one  of  them  has  filed  application  and  which  produces  the 
highest  primary  insurance  amount.  This  is  substantially  the  same 
as  the  effect  of  section  205  (c)  of  existing  law  which  restricts  a  child, 
entitled  to  more  than  one  child’s  insurance  benefit,  to  the  one  of  such 
benefits  which  is  based  on  the  record  of  the  individual  with  the  high¬ 
est  primary  benefit.  (It  will,  however,  produce  substantially  differ¬ 
ent  results  than  present  law  because  of  the  amendments  to  sec.  203  (a) 
of  the  Social  Security  Act,  described  hereafter,  under  which  all  the 
wage  records  on  which  the  group  of  children  could  be  entitled,  and 
with  respect  to  which  at  least  one  of  the  group  has  filed  application, 
will  be  combined  for  purposes  of  determining  the  maximum  amount 
of  benefits  payable  to  such  children  and  any  other  persons  entitled  to 
benefits  on  such  records.)  On  the  other  hand,  this  differs  from  the 
provision  on  the  same  subject  in  the  bill  as  passed  by  the  House. 
Under  the  latter  (sec.  202  (i)  of  the  Social  Security  Act  in  the  bill  as 
passed  by  the  House)  a  child,  as  well  as  any  other  individual,  entitled 
to  more  than  one  monthly  benefit  (other  than  an  old-age  insurance 
benefit)  would  have  been  entitled  only  to  the  largest  of  these.  The 
House  bill  would  also  have  continued  the  requirement  in  existing  law 
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that  a  specific  application  by  a  child  with  respect  to  a  wage  record  be 
made  before  he  can  become  entitled  on  that  record. 

Under  the  House  bill,  there  could  be  fortuitous  losses  to  families  if 
the  children  chose  the  wrong  wage  record  on  which  to  file  a  claim. 
For  example,  total  orphans  may  be  able  to  file  claims  on  the  wage 
records  of  both  deceased  parents.  The  amount  received  by  the  sev¬ 
eral  children  might  be  different,  under  the  House  bill,  depending  on 
how  many  children  actually  filed  on  each  record,  because  of  the  appli¬ 
cation  of  the  maximum  in  section  203  (a)  to  the  total  benefits  payable 
on  one  wage  record  or  because  the  additional  one-fourth  of  a  primary 
insurance  amount  payable  to  all  children  filing  on  a  wage  record  is 
divided  among  such  children.  Additional  complications  would  arise 
if  one  of  the  children  were  to  suffer  a  loss  of  benefits  for  some  months 
because  of  work  for  wages  in  excess  of  the  $50  per  month  maximum. 
In  such  cases,  the  family  would  have  to  determine  under  the  House  bill 
whether  it  would  be  more  advantageous  in  the  long  run  for  another 
child  who  has  not  already  done  so  to  claim  benefits  on  the  same  wage 
record  as  that  on  which  the  working  child  is  entitled,  or  to  continue 
receiving  benefits  on  another  wage  record.  The  necessity  for  these 
difficult  decisions,  and  their  fortuitous  results,  have  been  eliminated 
by  the  changes  made  by  your  committee.  These  changes,  together 
with  the  amended  section  203  (a)  (mentioned  above  and  described 
more  fully  below),  will  produce  results  which  are  both  more  equitable 
than  existing  law  or  the  House  bill  and  more  easily  administered  than 
the  provisions  of  the  House  bill. 

Paragraph  (2)  (B)  of  the  new  subsection  (k)  deals  with  other  situa¬ 
tions  of  entitlement  for  a  month  to  more  than  one  monthly  insurance 
benefit  (other  than  an  old-age  insurance  benefit)  under  the  preceding 
provisions  of  section  202.  Under  it,  only  the  largest  of  such  benefits 
will  be  paid  to  such  individual.  This  amendment  makes  uniform  the 
provisions  for  avoiding  duplicate  benefit  payments,  and  it  will  allow 
each  individual  the  amount  of  the  largest  single  benefit  to  which  he  can 
become  entitled.  The  effect  of  paragraph  (2)  (B)  is  the  same  as  the 
analogous  provisions  of  the  bill  as  passed  by  the  House. 

Paragraph  (3)  of  the  new  section  202  (k)  replaces  the  clause  in  the 
subsections  on  wife’s,  widow’s,  widow’s  current  (mother’s),  and  par¬ 
ent’s  benefits  in  existing  law  which  provides  for  reducing  the  amount 
of  such  benefits  by  the  amount  of  the  old-age  insurance  benefit  to 
which  the  individual  becomes  entitled  on  his  own  wage  record.  (It  is 
of  course,  also  made  applicable  to  the  new  husband’s  and  widower’s 
insurance  benefits.)  This  is  merely  a  language  simplification,  retain¬ 
ing  the  principle  in  the  present  law.  It  is  identical  with  the  provisions 
of  section  202  (i)  (2)  in  the  bill  as  passed  by  the  House. 

Entitlement  to  survivor  benefits  under  Railroad  Retirement  Act 

Subsection  (1)  of  section  202  is  a  new  subsection  which  provides 
that  if  any  person  could  become  entitled  to  an  annuity  under  section 
5  of  the  Railroad  Retirement  Act  of  1937,  or  a  lump-sum  payment 
under  subsection  (f)  (1)  of  that  section,  with  respect  to  the  death  of 
an  employee,  no  lump-sum  death  payment  or  monthly  survivors 
benefits  shall  be  payable  under  the  Social  Security  Act  on  the  basis  of 
the  wages  or  self-employment  income  of  that  employee.  This  amend¬ 
ment  is  necessary  to  continue  the  existing  coordination  of  survivors 
benefits  under  the  railroad  retirement  and  old-age  and  survivors 
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insurance  programs.  As  survivors  benefits  are  based  on  a  combina¬ 
tion  of  the  wage  records  under  the  programs,  it  is  necessary  to  specify 
that  eligibility  for  survivors  benefits  under  one  program  will  preclude 
the  payment  of  survivors  benefits  under  the  other  program.  Section 
205  (o)  of  the  Social  Security  Act,  as  amended  by  the  bill,  contains  the 
corresponding  provisions  for  counting  railroad  compensation  in  com¬ 
puting  survivors  benefits  under  the  Social  Security  Act. 

The  provisions  of  this  new  subsection  are  the  same  as  the  provisions 
on  this  matter  in  the  bill  as  passed  by  the  House. 

Effective  date  of  amendment  made  by  section  101(a) 

Subsection  (b)  of  section  101  of  the  bill  provides  that  the  preceding 
changes  in  section  202  of  the  Social  Security  Act  shall,  with  one  ex¬ 
ception,  be  effective  on  the  first  day  of  the  second  calendar  month 
following  the  month  of  enactment.  The  term  “effective  date” 
after  which  the  new  benefits  are  first  payable,  is  defined  as  the  day 
preceding  that  first  day.  The  new  section  202  (j)  (2),  which  relates 
to  the  filing  of  applications,  becomes  effective  on  enactment,  and  the 
present  section  205  (m),  which  it  replaces,  is  repealed  with  respect 
to  monthly  benefits  for  months  after  the  effective  date.  Thus,  ap¬ 
plications  for  benefits  for  months  after  the  effective  date  will  be  filed 
only  under  the  new  section  202  (j)  (2).  Under  the  bill  as  passed  by 
the  House,  the  changes  would  have  become  effective  on  January  1, 
1950. 

Saving  provisions 

Subsection  (c)  of  section  101  of  the  bill  is  a  saving  clause  for  persons 
already  entitled  under  the  present  law  so  that  they  will  not  lose  their 
entitlement  to  benefits  on  account  of  enactment  of  the  bill.  It 
would  also  protect  the  rights  of  individuals  who  would  be  entitled  to 
benefits  under  existing  law  for  the  first  month  after  the  month  of 
enactment  of  the  new  provisions,  or  any  prior  month,  upon  filing 
application  for  such  benefits  within  3  months  after  the  month  of 
entitlement  to  such  benefit,  in  accordance  with  the  present  retroactive 
filing  provisions  of  section  202  (h).  • 

Section  101  (d)  of  the  bill  continues  existing  law  with  respect  to 
lump-sum  death  payments  on  the  wage  records  of  persons  who  died 
on  or  before  the  effective  date.  There  is,  however,  one  exception. 
The  Social  Security  Act  amendments  of  1946  extended  to  August 
10,  1948,  the  period  for  claiming  the  lump  sum  in  the  case  of  insured 
persons  who  died  outside  the  48  States,  Alaska,  Hawaii,  and  the 
District  of  Columbia  between  December  6,  1941,  and  August  10,  1946. 
The  bill  would  extend  for  2  years  after  the  effective  date  the  period  for 
claiming  lump-sum  death  payments  in  the  case  of  such  deaths  and  in 
the  case  of  deaths  occurring  in  Alaska  and  Hawaii. 

These  saving  provisions  are  the  same  in  substance  as  the  provisions 
of  subsections  (c)  and  (e)  of  section  101  of  the  bill  as  passed  by  the 
House.  The  bill  as  reported  omits  (as  unnecessary  in  view  of  other 
differences  between  the  two  bills)  the  provisions  of  section  101  (d)  of 
the  House  bill.  Under  the  latter  bill,  the  definition  of  a  fully  insured 
individual  was  amended  so  that  an  individual  could  be  fully  insured 
if  he  had  20  quarters  of  coverage  in  the  40-quarter  period  ending  with 
the  quarter  of  death  or  any  quarter  in  which  he  was  65  years  of  age 
or  older.  In  death  cases  this  new  method  of  attaining  fully  insured 
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status  was  made  applicable  whether  the  death  occurred  before  or  after 
enactment  of  the  new  provisions.  Consequently,  the  House  bill  con¬ 
tained  a  provision  extending  the  2-year  period  within  which  a  parent 
must  file  proof  of  dependency  on  a  wage  earner  if  the  latter  died  within 
the  period  (June  1947  through  December  1949)  in  which  the  wage 
earner  could  have  been  insured  under  the  new  provisions  of  that  bill  but 
not  under  existing  law.  Since  under  the  bill  as  reported  by  your  com¬ 
mittee  the  provisions  on  fully  insured  status  under  existing  law  will 
continue  to  be  applicable  in  cases  of  death  in  or  prior  to  the  first  month 
following  the  month  of  enactment  of  the  bill,  the  provisions  of  section 
101  (d)  of  the  House  bill  have  been  deleted. 

MAXIMUM  BENEFITS 

Section  102  of  the  bill  replaces  subsections  (a),  (b),  and  (c)  of 
section  203  of  the  present  Social  Security  Act  with  a  new  section 
203  (a).  The  new  subsection  liberalizes  the  maximum  amount  of 
monthly  benefits  payable,  for  months  after  the  first  calendar  month 
following  the  month  in  which  the  bill  is  enacted.  Under  the  House 
bill,  the  new  provisions  would  have  been  effective  for  months  after 
1949. 

Under  existing  law,  the  benefits  payable  on  the  basis  of  an  indivi¬ 
dual’s  wages,  if  they  exceed  $20  for  any  month,  are  reduced  for  such 
month  to  $85,  to  twice  his  primary  benefit,  or  to  80  percent  of  his 
average  monthly  wage,  whichever  is  smallest,  but  not  below  $20. 
The  bill  increases  the  figure  of  $85  to  $150,  eliminates  the  limitation  of 
twice  the  primary  insurance  benefit,  and  raises  the  figure  of  $20,  below 
which  the  total  of  benefits  may  not  be  reduced,  to  $40.  This  result 
was  accomplished  in  the  House  bill  by  establishing  a  minimum  average 
monthly  wage  of  $50,  so  that  application  of  the  80-percent  maximum 
could  not  reduce  family  benefits  below  $40.  Your  committee  has 
eliminated  the  provision  for  a  minimum  average  monthly  wage  and  it 
thus  becomes  necessary  to  restore  to  the  bill  a  specific  dollar  minimum 
below  which  the  operation  of  the  maximum  of  80  percent  of  the  average 
monthly  wage  will  not  reduce  benefits. 

The  subsection  further  provides  that  when  the  beneficiary  group 
includes  children  who  would  be  entitled’lto  child’s  benefits  on  the  basis 
of  more  than  one  wage  record  (but  for  the  provisions  concerning 
simultaneous  entitlement  to  benefits  in  section  202  (k)  (2)  (A)),  the 
total  benefits  payable  shall  be  reduced  to  the  lesser  of  $150  or  80  per¬ 
cent  of  the  sum  of  the  average  monthly  wages  of  all  the  insured 
individuals  on  whose  wage  records  such  benefits  would  otherwise  be 
payable,  but  in  no  case  to  less  than  $40.  This  provision  complements 
the  provisions  on  simultaneous  entitlement  to  benefits  in  paragraphs 
(1)  and  (2)  (A)  of  section  202  (k)  of  the  Social  Security  Act  as  amended 
by  the  bill.  Under  the  simultaneous  entitlement  provisions  all  chil¬ 
dren  entitled  to  child’s  insurance  benefits  on  the  same  two  or  more 
wage  records  would  be  restricted  to  benefits  based  on  only  the  one  of 
such  records  which  produces  the  highest  primary  insurance  amount. 
To  prevent  this  restriction  from  unduly  limiting  the  total  amount 
payable  to  children  in  the  same  family,  the  above  provision  for  com¬ 
bining  all  the  wage  records,  on  which  any  of  the  family  are  entitled,  for 
determining  the  maximum  benefit  was  inserted.  It  did  not  appear 
in  the  bill  as  passed  by  the  House.  It  is,  however,  an  essential 
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companion  to  the  changes  made  in  existing  law  (and  in  the  House  bill) 
by  paragraphs  (1)  and  (2)  (A)  of  section  202  (k). 

Under  the  present  law,  the  total  of  the  family  benefits  for  a  month 
is  reduced  to  the  maximum  permitted  by  section  203  (a)  prior  to  any 
deductions  on  account  of  the  occurrence  of  any  event  specified  in  the 
law  (such  as' work  for  wages  in  excess  of  the  maximum  permitted). 
Section  203  (a)  as  amended  by  the  bill  reverses  this  procedure  and 
provides  that  tbe  reduction  in  the  total  of  benefits  for  a  month  is  to 
be  made  after  the  deductions.  As  a  result,  larger  family  benefits 
will  be  payable  in  many  cases.  For  example,  if  a  worker  with  a 
primary  insurance  amount  of  $40  and  an  average  monthly  wage  of 
$80  dies  leaving  a  widow  and  two  children,  all  of  whom  have  filed 
claims  and  are  entitled  to  benefits,  the  maximum  of  the  benefits 
payable  to  these  survivors  for  any  month  is  $64  (80  percent  of  $80). 
Prior  to  the  application  of  the  maximum,  the  widow  would  be  entitled 
to  a  benefit  of  $30  and  each  child'to  a  benefit  of  $25  (three-fourths  of 
the  primary  insurance  amount  for  the  widow  and  one-half  of  such 
amount  for  each  child,  with  an  additional  one-fourth  of  such  amount 
divided  equally  between  the  two  children).  Under  the  procedure  in 
existing  law,  these  amounts  would  be  reduced  to  $24  for  the  widow 
and  $20  for  each  child  (so  as  to  total  $64).  The  reduction  in  these 
amounts  applies  even  though  one  beneficiary,  such  as  the  widow, 
suffers  a  loss  of  her  benefit  because  she  earns  more  than  the  permitted 
amount  for  services  in  covered  employment.  Under  section  203  (a) 
as  amended  by  the  bill,  the  maximum  would  be  applied  for  any  month 
after  any  deductions  for  that  month  so  that,  where  the  widow  works 
as  in  the  above  case,  each  child  would  receive  the  full  $25. 

The  bill  eliminates  as  unnecessary  the  present  provision  of  section 
203  (b)  that  benefits  payable  on  any  wage  record  shall  not  be  less  than 
$10  per  month.  Since  the  bill  establishes  a  minimum  primary  in¬ 
surance  amount  of  $20  in  any  case  where  the  average  monthly  wage 
is  less  than  $34,  the  minimum  benefit  payable  on  such  wage  record  is 
$10  if  the  Only  benefit  payable  is  a  parent’s  benefit  and  $15  in  the  case 
of  any  other  single  survivor  benefit  payable  on  such  wage  record;  in 
the  case  where  the  average  monthly  wage  is  $34  or  more,  corresponding 
figures  are  $12.50  and  $18.75,  respectively.  The  provision  of  the 
existing  section  203  (c)  under  which  each  benefit,  except  the  old-age 
insurance  benefit,  is  proportionately  decreased  when  there  is  a  de¬ 
crease  in  the  total  family  benefits  is  transferred  by  the  bill  (as  was  true 
in  the  case  of  the  House  bill)  to  section  203  (a). 

Except  for  the  combination  of  wage  records  for  purposes  of  the 
family  maximum  in  cases  of  children  entitled  on  more  than  one  wage 
record,  which  did  not  appear  in  the  bill  as  passed  by  the  House,  and 
for  the  change  in  effective  dates,  the  bill  as  reported  by  your  committee 
and  the  House  bill  are  the  same  on  this  matter. 

DEDUCTIONS  FROM  BENEFITS 

Section  103  of  the  bill  revises  rather  extensively  the  provisions  of 
the  present  Social  Security  Act  relating  to  deductions  from  benefits. 
Subsections  (d),  (e),  (f),  (g),  and  (h)  of  section  203  of  the  present  act 
are  replaced  by  subsections  (b),  (c),  (d),  (e),  (f),  (g),  (h),  (i),  and  (j)  of 
section  203  of  the  amended  act. 
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Deductions  on  account  of  work  or  failure  to  have  child  in  care 

Paragraphs  (1)  and  (2)  of  section  203  (b)  provide  that  deductions 
are  to  be  made  from  benefits  for  any  month  in  which  a  beneficiary 
is  under  the  age  of  75  and  either  renders  services  for  wages  of  more 
than  $50,  or  is  charged  (under  the  provisions  of  the  new  subsection  (e) 
of  section  203)  with  net  earnings  from  self-employment  of  more 
than  $50.  This  provision  replaces  the  provision  of  the  present  law 
under  which  deductions  from  benefits  are  made,  regardless  of  the  age 
of  the  beneficiary,  for  any  month  in  which  the  beneficiary  renders 
services  for  wages  of  $15  or  more. 

Three  principal  changes  are  effected  by  these  provisions.  First, 
the  amount  of  wages  a  beneficiary  is  permitted  to  earn  in  covered 
employment  in  a  month  without  suffering  a  deduction  from  benefits  is 
raised  from  $14.99  to  $50.  Second,  since  coverage  under  the  act  has 
been  extended  to  certain  of  the  self-employed,  the  bill  provides  for 
deductions  to  be  made  when  beneficiaries  engage  substantially  in 
covered  self-employment  and  derive  net  earnings  from  self-employ¬ 
ment  in  excess  of  that  permitted  (see  the  discussion  of  section  203  (e) 
below).  Third,  deductions  have  been  eliminated  if  the  beneficiary  is 
75  years  old  or  over. 

It  is  made  clear  by  paragraph  (1)  that,  for  deduction  purposes, 
wages  are  to  be  determined  without  regard  to  section  209  (a)  which 
limits  the  meaning  of  the  term  “wages”  for  all  other  purposes  to 
$3,000  in  a  calendar  year.  Thus,  an  individual  who  earns  $3,000  in 
wages  in  the  first  few  months  of  a  year  (for  which  deductions  would 
be  imposed  under  section  203  (b)  (1))  will  not  receive  benefits  for 
any  succeeding  month  of  the  year  in  which  he  renders  service  in 
covered  employment  for  remuneration  of  more  than  $50,  even  though 
the  latter  remuneration  is  not  considered  as  wages  for  other  purposes 
of  title  II  of  the  Social  Security  Act. 

Paragraphs  (3)  and  (4)  provide  that  deductions  are  to  be  made  for 
any  month  in  which  a  widow,  entitled  to  a  mother’s  insurance  benefit 
does  not  have  in  her  care  a  child  of  hey  deceased  husband  entitled  to 
a  child’s  insurance  benefit  (this  is  existing  law) ;  or  in  which  a  former 
wife  divorced,  entitled  to  a  mother’s  insurance  benefit,  does  not  have 
in  her  care  a  child  (of  her  deceased  former  husband)  who  (A)  is  her 
son,  daughter,  or  legally  adopted  child  and  (B)  is  entitled  to  a  child’s 
insurance  benefit  on  the  basis  of  the  wages  and  self-employment  in¬ 
come  of  her  deceased  former  husband.  The  provision  in  the  House 
bill  relating  to  deductions  on  account  of  the  failure  of  a  wife  under 
age  65  to  have  a  child  beneficiary  in  her  care  has  been  deleted,  since 
wife’s' benefits  are  not  payable  to  her  under  the  bill  as  approved  by 
your  committee. 

Deductions  from  dependents’  benefits  because  of  work  by  old-age  bene¬ 
ficiary 

Section  203  (c)  provides  for  the  making  of  deductions  from  depend¬ 
ents’  benefits  for  any  month  in  which  the  old-age  beneficiary  suffers  a 
deduction  with  respect  to  his  own  benefit.  Paragraph  (1)  of  this  sub¬ 
section,  which  is  similar  to  existing  law,  provides  that  deductions  from 
a  wife’s,  husband’s,  or  child’s  benefits  are  to  be  made  for  months  in 
which  the  old-age  beneficiary  suffers  a  deduction  under  section  203  (b) 
(1)  (which  relates  to  the  rendition  of  services  for  wages  of  more  than 
$50).  Paragraph  (2)  adds  a  comparable  provision  so  as  to  deduct  a 
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wife’s,  husband’s,  or  child's  benefit  for  months  in  which  the  old-age 
beneficiary  suffers  a  deduction  under  section  203  (b)  (2)  (which  relates 
to  the  charging  to  a  month  of  net  earnings  from  self-employment  of 
more  than  $50). 

Occurrence  of  more  than  one  event 

The  first  sentence  of  section  203  (d),  which  is  similar  to  present  law, 
provides  that  if  more  than  one  of  the  events  specified  in  subsections 
(b)  and  (c)  of  section  203  occurs  in  any  month,  which  would  occasion 
deductions  equal  to  a  benefit  for  such  month,  only  an  amount  equal 
to  such  benefit  is  to  be  deducted.  The  second  sentence  provides  that 
the  charging  of  net  earnings  from  self-employment  to  any  month 
shall  be  treated  as  an  event  occurring  in  the  month  to  which  such  net 
earnings  are  charged. 

Months  to  which  net  earnings  from  self-employment  are  charged 

Section  203  (e)  provides  the  method  for  charging  net  earnings  from 
self-employment  to  particular  months  of  the  taxable  year  for  the  pur¬ 
poses  of  determining  the  deductions  required  under  the  provisions  of 
sections  203  (b)  (2)  and  203  (c)  (2). 

Paragraph  (1)  provides  that  if  an  individual’s  net  earnings  from 
self-employment  for  the  taxable  year  are  not  more  than  the  product 
of  $50  times  the  number  of  months  in  such  year,  no  month  in  such 
year  is  to  be  charged  with  more  than  $50  of  net  earnings  from  self- 
employment.  Thus,  if  an  individual  has  net  earnings  from  self- 
employment  of  less  than  $600  (for  a  taxable  year  of  12  months)  no 
deduction  would  be  imposed  under  section  203  (b)  (2)  or  203  (c)  (2) 
even  though  all  of  the  net  earnings  from  self-employment  may  have 
been  earned  during  a  period  of  a  few  months  in  such  year  at  a  rate  in 
excess  of  $50  per  month. 

Paragraph  (2)  provides  the  method  for  determining  the  months  of 
a  taxable  year  to  be  charged  with  net  earnings  from  self-employment 
in  the  case  of  an  individual  whose  net  earnings  from  self-employment 
for  his  taxable  year  exceed  the  product  of  $50  times  the  number  of 
months  of  such  year.  In  this  case,  each  month  of  the  year  is  first  to 
be  charged  with  $50  of  net  earnings  from  self-employment,  then  the 
amount  of  net  earnings  in  excess  of  the  product  is  to  be  charged  in 
units  of  $50,  beginning  with  the  last  month  of  the  taxable  year  and 
progressing  toward  the  first  month  of  the  taxable  year.  The  para¬ 
graph  provides  further  that  no  part  of  the  excess  net  earnings  from 
self-employment  is  to  be  charged  to  any  month  in  which  the  indi¬ 
vidual  was  not  entitled  to  a  benefit  under  title  II;  in  which  an  event 
described  in  paragraph  (1),  (3),  or  (4)  of  section  203  (b)  occurred;  m 
which  the  individual  was  age  75  or  over;  or  in  which  the  individual 
did  not  engage  in  self-employment. 

In  connection  with  the  charging  of  the  excess,  it  should  be  noted 
that,  in  the  case  of  an  excess  amount  of  net  earnings  which  is  not 
divisible  by  $50,  it  is  possible  to  charge  a  unit  of  excess  which  is  less 
then  $50.  For  example,  an  individual  who  has  a  full  12-month 
taxable  year  and  has  net  earnings  from  self-employment  of  $651 
would  have  two  units  of  excess  net  earnings  from  self-employment, 
one  of  $50  and  one  of  $1,  and  would  thus  be  potentially  subject  to 
deductions  for  2  months  of  the  year. 

Generally,  the  taxable  year  of  an  individual  will  be  a  calendar  year, 
or  a  fiscal  year,  containing  12  months.  The  most  common  case  of  a 
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taxable  year  of  less  than  12  months  will  occuf  by  reason  of  the  death 
of  a  beneficiary.  If,  for  example,  a  beneficiary  having  a  taxable 
year  which  is  a  calendar  year  should  die  on  June  2,  his  taxable  year 
for  the  year  of  his  death  would  begin  on  January  1  and  end  on  June  2. 
If  his  net  earnings  from  self-employment  for  the  short  taxable  year 
are  not  more  than  $300  ($50  times  6  months),  no  month  in  such 
taxable  year  would  be  charged  with  more  than  $50.  If  his  net  earnings 
from  self-employment  for  such  year  exceed  $300,  paragraph  (2)  of 
subsection  (e)  would  be  applicable  in  determining  whether  deductions 
from  benefits  are  to  be  made. 

The  months  to  which  the  excess  net  earnings  from  self-employment 
may  not  be  charged  include  those  during  which  the  individual  per¬ 
formed  services  for  wages  of  more  than  $50,  and  those  during  which 
an  individual  under  retirement  age  drawing  benefits  as  a  widow  or 
former  wife  divorced  did  not  have  a  child  in  her  care.  These  provisions 
prevent  the  charging  of  the  excess  to  months  for  which  a  deduction 
has  already  been  imposed.  The  excess  net  earnings  from  self-employ¬ 
ment  are  not  to  be  charged  to  months  during  which  the  beneficiary 
was  age  75  or  over,  because  no  deductions  are  imposed  for  such 
months.  These  provisions  and  the  provision  that  the  excess  net 
earnings  from  self-employment  may  not  be  charged  to  months  during 
which  the  individual  was  not  entitled  to  benefits  under  this  title 
prevent  the  dissipation  of  the  excess  net  earnings  from  self-employment 
through  charging  them  to  months  for  which  deductions  may  not  be 
imposed. 

It  should  be  noted  that  a  deduction  for  a  particular  month  may  be 
imposed  under  section  203  (b)  (2)  by  reason  of  an  individual’s  net 
earnings  from  self-employment  for  the  taxable  year  even  though  the 
individual,  as  a  matter  of  fact,  may  not  have  earned  $50  from  his 
trade  or  business  in  that  particular  month.  For  example,  if  an 
individual  entitled  to  old-age  insurance  benefits  engaged  throughout 
the  taxable  year  in  business  as  a  real-estate  broker  and  earned  more 
than  $1,150  for  the  entire  year,  he  will  suffer  a  deduction  under 
section  203  (b)  (2)  for  each  month  of  the  year  even  though  during 
several  months  of  the  year  he  may  have  operated  at  a  loss  through  an 
inability  to  negotiate  any  sales  in  those  months. 

The  following  example  will  illustrate  the  charging  to  months  of  net 
earnings  from  self-employment  for  the  purposes  of  paragraph  (2)  of 
section  203  (e).  Beneficiary  X,  who  was  entitled  to  old-age  insurance 
benefits  during  the  entire  year  and  was  under  75  years  of  age,  owned 
and  actively  operated  a  fruit  stand  during  the  entire  year.  His  net 
earnings  from  the  business  amounted  to  $740.  During  the  month  of 
December  he  worked  a  few  hours  a  day  as  an  employee  at  a  store  in 
connection  with  the  Christmas  trade,  and  received  wages  therefor  in 
excess  of  $50.  Under  paragraph  (2),  each  month  of  the  year  would 
be  charged  with  $50,  and  the  excess  ($140)  would  be  charged  as 
follows:  $50  to  November,  $50  to  October,  and  $40  to  September. 
The  month  of  December,  for  which  a  deduction  would  be  imposed 
under  section  203  (b)  (1)  by  reason  of  wages  earned  in  excess  of  $50, 
would  not  be  charged  with  any  part  of  the  $140  excess.  Beneficiary 
X,  therefore,  would  suffer  deductions  under  section  203  (b)  (2)  for 
the  months  of  September,  October,  and  November,  since  more  than 
$50  of  net  earnings  from  self-employment  is  charged  to  each  of  those 
months. 
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The  individual  is  to  be  given  an  opportunity  to  show  that  he  did 
not  render  substantial  services  with  respect  to  any  trade  or  business 
during  certain  months  of  the  year.  In  that  case,  the  excess  net  earn¬ 
ings  from  self-employment  are  not  to  be  charged  to  those  months  but 
are  to  be  charged  to  any  other  months  during  which  he  did  render  sub¬ 
stantial  services,  and  to  which  the  charging  of  the  excess  is  not  pro¬ 
hibited  by  paragraph  (2).  Thus,  benefit  deductions  would  be  imposed 
for  any  month,  as  a  result  of  the  self-employment  of  a  beneficiary, 
only  when  the  beneficiary  both  had  substantial  net  earnings  from  self- 
employment  in  the  year  and  rendered  substantial  services  in  a  trade 
or  business  in  that  month. 

Paragraph  (3)  (A)  defines.-  the  term  “last  month  of  such  taxable 
year”  as  the  last  calendar  month  of  the  taxable  year  to  which  the 
charging  of  net  earnings  from  self-employment  in  excess  of  the  exempt 
amount  is  not  prohibited  under  paragraph  (2).  An  application  of  the 
function  of  .paragraph  (3)  (A)  is  shown  by  the  following  example: 
John,  who  attained  18  years  of  age  in  July  1960,  was  entitled  to  child’s 
insurance  benefits  for  the  months  of  January  through  June  of  that 
year.  In  May  he  started  a  radio  repair  business,  and  from  May 
through  December  he  had  net  earnings  of  $900.  In  applying  para¬ 
graph  (2),  each  month  of  the  entire  year  would  be  charged  with  $50  of 
the  net  earnings  and  the  excess  ($300)  would  be  charged  as  follows: 
$50  to  June,  and  $50  to  May;  the  remainder  amounting  to  $200  would 
be  disregarded  (in  any  event,  it  could  be  charged  only  to  May  and 
June  and  would  then  have  no  effect  since  the  charging  already  done 
would  result  in  no  benefits  being  paid  for  those  months  anyhow).  The 
month  of  June  is  considered  as  the  last  month  of  the  taxable  year,  for 
the  purposes  of  paragraph  (2),  since  John  was  not  entitled  to  child’s 
insurance  benefits  for  months  after  June.  No  part  of  the  $300  excess 
would  be  charged  to  months  prior  to  May,  since  John  was  not  engaged 
in  self-employment  for  any  months  prior  to  May. 

Paragraph  (3)  (B)  provides  that  for  the  purposes  of  determining 
whether  a  month  was  one  in  which  an  individual  did  not  engage  in 
self-employment  within  the  meaning  of  clause  (D)  of  paragraph  (2), 
an  individual  will  be  presumed  to  have  engaged  in  self-employment 
in  any  month  until  it  is  shown  to  the  satisfaction  of  the  Administrator 
that  the  individual  rendered  no  substantial  services  in  such  month 
with  respect  to  any  trade  or  business  the  net  income  or  loss  of  which 
is  includible  in  computing  his  net  earnings  from  self-employment  for 
any  taxable  year. 

Paragraph  (3)  (B)  also  authorizes  the  Administrator  to  prescribe,  by 
regulation,  the  methods  and  criteria  for  determining  whether  or  not 
an  individual  has  rendered  substantial  services  with  respect  to  any 
trade  or  business.  This  authority  has  been  given  the  Administrator 
because  there  is  no  single  rule  under  which  the  determination  of 
whether  or  not  a  beneficiary  has  rendered  substantial  services  in  self- 
employment  can  be  made.  The  determinations  are  to  be  based  on 
the  facts  in  each  particular  case,  consideration  being  given  to  the 
particular  factors  applicable  to  the  trade  or  business  of  the  individual. 
Exemplary  oi  the  factors  to  be  considered  are:  The  presence  or 
absence  of  a  paid  manager,  a  partner,  or  a  family  member  who  manages 
the  business;  the  amount  of  time  devoted  to  the  business;  the  nature 
of  the  services  rendered  by  the  beneficiary;  the  type  of  business 
establishment;  the  seasonal  nature  of  the  business;  the  relationship 
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of  the  activity  performed  prior  to  the  period  of  “retirement”  with 
that  performed  subsequent  to  retirement;  and  the  amount  of  capital 
invested  by  the  beneficiary  in  the  business. 

The  following  examples  will  illustrate  the  intent  of  your  committee 
with  respect  to  the  application  of  paragraph  (3)  (B). 

Example  1. — Jones  became  entitled  to  benefits  on  the  basis  of  wages 
earned  in  covered  employment.  Since  becoming  a  beneficiary,  Jones 
rents  a  truck  and  sells  frozen  confections  from  June  through  August 
each  year.  Throughout  the  rest  of  each  year,  Jones  does  not  work. 
As  a  result  of  his  summer  work,  he  reports  net  earnings  from  self- 
employment  of  $850  which  without  the  application  of  paragraph 
(3)  (B)  would  result  in  5  months’  deductions.  Jones  should  suffer 
deductions  only  for  the  months  of  June,  July,  and  August. 

Example  2.- — Smith  operated  a  retail  grocery  store  and  became  en¬ 
titled  to  benefits  on  the  basis  of  his  earnings  from  that  store  through 
the  years.  Upon  reaching  retirement  age,  he  turned  over  the  manage¬ 
ment  of  the  store  to  his  son,  although  Smith  retained  ownership  of 
the  store.  Smith  received  the  net  earnings  from  the  store,  which 
were  more,  each  year,  than  $600.  While  his  son  carried  on  the  man¬ 
agement  of  the  business,  he  did  find  it  necessary  on  some  occasions  to 
discuss  the  business  with  his  father.  Because  the  income  from  the 
store  did  not  warrant  the  hiring  of  paid  labor,  Smith  did  relieve  his 
son  in  the  store  during  the  latter’s  lunch  hour.  On  the  basis  of  these 
facts,  Smith  renders  no  substantial  services  in  any  month  with  respect 
to  self-employment. 

Example  3. — White  became  insured  on  the  basis  of  net  earnings 
from  self-employment  derived  from  sales  of  heating  fuel  and  from  the 
servicing  of  oil  burners.  Upon  becoming  entitled  to  benefits  in 
December  1960,  White  turned  over  the  business  to  his  son,  retaining 
ownership,  under  an  agreement  that  he  would  receive  a  third  of  the 
net  earnings.  He  would  not  spend  any  time  in  the  business  except 
to  help  service  burners  if  calls  were  excessive  during  the  height  of  the 
winter  months.  During  November  and  December  of  1961  he  spent 
about  5  hours  a  day  servicing  burners.  Also  in  April  of  that  year, 
while  his  son  was  ill,  he  had  spent  some  80  hours  in  servicing  burners 
and  selling  fuel  oil.  His  share  of  net  earnings  for  the  year  was  $1,700. 
White  should  suffer  deductions  for  the  months  of  April,  November, 
and  December  1961,  but  he  is  entitled  to  benefits  for  the  other  months 
in  the  year. 

Penalty  for  failure  to  report  certain  events 

Section  203  (f)  continues  the  present  provision  requiring  the  report¬ 
ing  of  any  event  which  causes  a  deduction  from  benefits.  As  at 
present,  the  penalty  for  failure  to  report  such  event,  when  the  indi¬ 
vidual  has  knowledge  of  the  event  and  of  his  obligation  to  report  it, 
is  an  additional  deduction  of  1  month’s  benefit  for  each  month  for 
which  deductions  are  required  because  of  the  occurrence  of  the  deduc¬ 
tion  event.  For  the  first  failure  to  report,  however,  only  one  penalty 
deduction  is  to  be  imposed,  even  though  the  failure  to  report  is  with 
respect  to  more  than  1  month. 

Because  different  treatment  is  accorded  net  earnings  from  self- 
employment,  the  requirement  for  reporting  such  earnings  is  treated 
separately  in  section  203  (g). 
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Report  to  Administrator  of  net  earnings  from  self-employment 

Section  203  (g)  describes  the  circumstances  under  which  benefici¬ 
aries  with  net  earnings  from  self-employment  are  required  to  file 
reports  with  the  Federal  Security  Administrator.  Paragraph  (1)  pro¬ 
vides  that,  if  an  individual  entitled  to  any  benefits  under  section  202 
has  net  earnings  from  self-employment  in  excess  of  the  product  of 
$50  times  the  number  of  months  in  his  taxable  year,  he  is  to  file  a 
report  within  2 %  months  after  the  close  of  his  taxable  year.  In  the 
report  the  beneficiary  is  to  include  the  amount  of  his  net  earnings 
from  self-employment  and  such  other  information  as  the  Adminis¬ 
trator  may  by  regulation  require.  The  paragraph  further  provides 
that  such  reports  are  not  required  for  any  taxable  year  during  all  of 
which  the  individual  was  75  years  of  age  or  over. 

Paragraph  (2)  provides  that  where  an  individual  fails  to  report 
within  the  time  prescribed  and  any  deduction  is  imposed  under  sec¬ 
tion  203  (b)  (2)  (which  relates  to  the  charging  of  a  month  with  net 
earnings  from  self-employment  of  more  than  $50)  one  additional 
deduction,  equal  in  amount  to  a  monthly  benefit,  would  be  imposed 
as  a  penalty  if  the  report  is  no  more  than  1J£  months  late.  An  addi¬ 
tional  penalty  deduction  would  be  imposed  for  each  subsequent  cal¬ 
endar  month  during  all  or  any  part  of  which  the  failure  to  report 
continues.  The  paragraph  provides,  however,  that  the  number  of 
penalty  deductions  may  not  exceed  the  number  of  benefit  payments 
under  section  202,  which  the  individual  received  and  accepted  during 
the  taxable  year  and  for  which  deductions  are  imposed  under  section 
203  (b)  (2).  The  paragraph  also  provides  that  for  the  first  failure 
to  file  a  timely  report  not  more  than  one  penalty  deduction  may  be 
imposed  regardless  of  the  length  of  the  period  between  the  due  date 
of  the  report  and  its  actual  filing. 

Paragraph  (3)  authorizes  the  Administrator  to  make  current  sus¬ 
pensions  from  benefits  to  which  an  individual  is  entitled  under  sec¬ 
tion  202  when  there  is  reason  to  believe  that,  after  the  report  of  net 
earnings  from  self-employment  for  the  taxable  year  is  available, 
deductions  will  be  imposed  under  section  203  (b)  (2)  by  reason  of 
the  individual’s  net  earnings  from  self-employment  for  the  taxable 
year.  The  suspensions  so  made  are  in  the  nature  of  temporary 
deductions.  After  the  report  for  the  year  becomes  available  and  the 
deductions  to  be  imposed  are  finally  established,  any  necessary  ad¬ 
justment  for  the  difference  between  the  current  suspensions  and  the 
deductions  imposed  by  section  203  (b)  would  then  be  made.  The 
purpose  of  this  provision  is  to  assure  that,  to  the  extent  possible,  an 
individual’s  loss  of  benefits  as  a  result  of  his  engaging  in  self-employ¬ 
ment  occurs  at  the  same  time  he  is  receiving  his  earnings  from  self- 
employment,  and  to  prevent  the  loss  of  benefits  from  occurring  at  a 
time  when  the  individual  may  no  longer  be  receiving  earnings  from 
self-employment. 

In  order  to  carry  out  the  provisions  of  this  paragraph,  the  Adminis¬ 
trator  is  authorized  to  request,  before  the  end  of  the  individual’s 
taxable  year,  a  declaration  of  the  individual’s  estimated  net  earnings 
from  self-employment  for  the  taxable  year  and  other  pertinent  informa¬ 
tion  with  respect  to  his  net  earnings  from  self-employment.  The 
paragraph  further  provides  that  any  failure  by  an  individual  to  comply 
with  such  a  request  is,  in  itself,  justification  for  a  determination  by 
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the  Administrator  that  it  may  reasonably  be~expected  that  the  indi¬ 
vidual  will  suffer  deductions  imposed  under  section  203  (b)  (2)  by 
reason  of  his  net  earnings  from  self-employment  for  such  year. 

Circumstances  under  which  deductions  not  required 

Section  203  (h)  indicates  the  circumstances  under  which  deductions 
otherwise  required  under  subsections  (b),  (f),  and  (g)  will  not  be  made. 
No  deduction  will  be  made  in  cases  in  which  the  amount  of  benefits 
payable  to  all  beneficiaries  entitled  on  the  same  record  and  living  in 
the  same  household  would  still  be  equal  to  the  maximum  of  the  bene¬ 
fits  payable  on  one  record  even  though  the  benefit  of  one  of  the 
beneficiaries  is  subject  to  deduction.  This  is  a  situation  which  can 
arise  because  of  the  provision  in  section  203  (a)  of  the  act  as  amended 
by  the  bill  for  making  any  reductions  required  by  the  maximum  after, 
rather  than  before,  deductions  from  benefits  have  been  made.  For 
example,  take  the  case  of  a  widow  and  three  children  entitled  to 
benefits  on  the  wage  record  of  a  deceased  worker  whose  average 
monthly  wage  is  $100  and  whose  primary  insurance  amount  is  $50. 
As  computed,  the  benefits  would  be  $37.50  for  the  widow  and  $29.17 
for  each  of  the  three  children.  However,  this  would  bring  the  total 
benefits  above  the  $80.00  maximum  amount  payable  in  respect  to  an 
average  monthly  wage  of  $100.  The  benefits  are  therefore  reduced 
to  $24.00  for  the  widow  and  $18.70  for  each  child.  This  results  in  total 
benefits  of  $80.10.  (The  10  cents  above  the  maximum  is  permitted 
by  the  provision  of  sec.  215  (h),  discussed  hereafter,  covering  rounding 
of  benefits,  which  is  performed  after  the  application  of  the  maximum 
benefit  provision.) 

If  one  child  goes  to  work  while  under  age  18  for  wages  in  excess  of 
$50  per  month,  his  benefit  would,  but  for  the  new  subsection  (h),  be 
withheld  under  the  provisions  of  subsection  (b)  and  the  benefits  for 
the  widow  and  the  other  two  children  would  be  increased  so  that  the 
total  benefits  based  on  the  same  wage  record  would  again  be  at  the 
maximum.  Accordingly,  except  for  the  new  subsection  (h),  the  wid¬ 
ow’s  benefit  would  be  raised  to  $31.30  and  each  of  the  other  two  chil¬ 
dren  to  $24.40,  which  gives  the  family  the  $80.00  maximum  (again, 
subject  to  the  rounding  provision,  which  brings  the  total  to  $80.10). 
Instead  of  requiring  these  changes,  the  new  subsection  (h)  provides  for 
continuing  to  pay  the  widow  $24.00  and  each  of  the  three  children 
$18.70,  making  no  deductions  in  this  case,  inasmuch  as  the  total 
amount  payable  to  the  family  would  remain  the  same  whether  or 
not  the  deduction  is  made. 

Similarly,  the  new  subsection  (h)  provides  for  making  a  reduction 
in  a  benefit  subject  to  deduction  under  subsection  (b)  where  the 
result  of  making  such  a  deduction  would  be  to  leave  the  family  in  the 
same  position  as  if  only  a  partial  reduction  had  been  made.  For 
example,  assume  a  widow  and  three  children  entitled  to  benefits  on 
the  wage  record  of  a  deceased  worker  whose  average  monthly  wage  is 
$150  and  whose  primary  insurance  amount  is  $57.50.  The  benefits 
as  computed  would  be  $43.13  for  the  widow  and  $33.54  for  each  child. 
This,  however,  would  bring  the  total  benefits  above  the  $120.00  maxi¬ 
mum  amount  payable  on  an  average  monthly  wage  of  $150.00.  The 
benefits  are  therefore  reduced  to  $36.00  for  the  widow  and  $28.00  for 
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each  of  the  three  children.  If  one  child  goes  to  work  while  under  age 
18  for  wages  in  excess  of  $50  a  month,  his  benefit  would  (but  for  the 
new  subsection  (h))  be  withheld  under  the  provisions  of  subsection 
(b)  and  the  benefits  for  the  widow  and  the  other  two  children  would 
then  be  raised  to  the  full  amount  to  which  they  are  entitled  (after 
rounding,  $43.20  for  the  widow  and  $33.60  for  each  of  the  other  two 
children),  since  the  total  of  $110.40  is  below  the  maximum  for  the 
family.  However,  rather  than  have  the  full  benefit  for  the  working 
child  suspended  and  checks  recomputed  for  the  new  amounts  for 
the  widow  and  the  other  two  children,  the  new  subsection  (h)  pro¬ 
vides  for  continuing  to  pay  the  widow  a  benefit  of  $36.00  and  the  two 
nonemployed  children  benefits  of  $28.00  each,  a  total  of  $92.00.  The 
employed  child’s  benefit  would  be  subject  to  a  deduction  of  $9.60, 
and  his  remaining  amount,  $18.40  would  bring  the  total  benefits 
paid  to  the  family  to  the  $110.40  which  they  would  receive  even  if 
the  full  amount  of  the  deduction  imposed  with  respect  to  the  em¬ 
ployed  child  had  been  made. 

The  new  subsection  (h)  will  apply  only  as  to  beneficiaries  on  one 
wage  record  who  are  all  living  in  the  same  household.  It,  therefore, 
does  not  result  in  a  loss  to  members  of  one  household  when  the  benefits 
of  a  beneficiary  on  the  same  wage  record  who  lives  in  another  household 
are  subject  to  deduction  under  subsection  (b),  (f),  or  (g). 

This  change  in  existing  law  has  been  made  in  the  interest  of  admin¬ 
istrative  efficiency  and  economy.  It  would  prevent  the  unjustifiable 
costs  resulting  from  applying  deductions  to  one  member  of  a  household 
and  recomputing  the  benefits  payable  to  the  remaining  members  of 
the  same  household  entitled  on  the  same  wage  record  when  the  total 
amount  payable  to  the  group  as  a  whole  would  be  as  great  as  though 
the  deductions  had  not  been  made  at  all,  or  had  been  made  only  in 
part,  from  the  individual  against  whom  deductions  are  otherwise 
assessable  under  subsection  (b),  (f),  or  (g). 

There  was  no  comparable  provision  in  the  bill  as  passed  by  the 
House. 

Deductions  with  respect  to  certain  lump-sum  payments 

Section  203  (i)  continues  the  provision  of  present  law  which  requires 
the  amount  of  any  lump  sum  paid  under  section  204  of  the  original 
Social  Security  Act  to  be  deducted  from  any  benefits  payable  on  that 
individual’s  wage  record. 

Attainment  of  age  75 

Section  203  (j)  provides  that  for  the  purposes  of  section  203  an  in¬ 
dividual  shall  be  considered  as  75  years  of  age  during  the  entire  calen¬ 
dar  month  in  which  he  attains  such  age. 

Effective  date 

Section  103  (b)  provides  that  all  of  the  changes  made  by  section  103 
(a)  of  the  bill  are  to  be  effective  on  the  first  day  of  the  second  calendar 
month  after  the  month  of  enactment,  except  that  the  provisions  of  sub¬ 
sections  (d)  and  (e)  of  section  203  of  the  Social  Security  Act  as  in  effect 
prior  to  the  date  of  enactment  of  this  bill  shall  be  applicable  for  months 
prior  to  such  first  day.  The  bill  as  passed  by  the  House  made  the 
amendments  in  this  section  effective  January  1,  1950. 
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DEFINITIONS  AND  COMPUTATIONS 

Section  104  (a)  of  the  bill  strikes  out  section  209  of  the  Social 
Security  Act  and  inserts  eight  new  sections  (209-216)  each  of  which 
is  explained  below.  Section  104  (b)  of  the  bill  provides  for  the  effec¬ 
tive  date  of  the  amendment  made  by  subsection  (a)  and  is  explained 
below  at  the  end  of  the  explanation  of  the  new  section  216. 

DEFINITION  OF  WAGES 

Section  209  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “wages.” 

Under  existing  law  (section  209  (a))  the  term  “wages”  means  all 
remuneration  for  employment,  including  the  cash  value  of  all  remuner¬ 
ation  paid  in  any  medium  other  than  cash,  with  certain  specific 
exceptions.  The  bill  does  not  change  existing  law  with  respect  to 
remuneration  paid  prior  to  1951.  In  the  case  of  remuneration  paid 
after  1950  the  bill  changes  existing  law  as  explained  in  the  following 
paragraphs. 

Like  the  corresponding  subsection  in  the  bill  as  passed  by  the  House, 
subsection  (a)  clarifies  existing  law  by  providing  expressly  that 
remuneration  specifically  excepted  from  wages  under  other  subsec¬ 
tions  of  section  209  shall  be  disregarded  in  computing  the  amount  of 
remuneration  with  respect  to  employment  which  constitutes  wages. 
Thus,  if  during  a  calendar  year  an  employee  receives  remuneration 
from  his  employer  on  account  of  medical  or  hospitalization  expenses 
in  connection  with  sickness  or  accident  disability,  and  if  such  remuner¬ 
ation  is  excluded  from  the  definition  of  wages  under  the  provisions  of 
section  209  (b)  or  (d)  (as  amended  by  the  bill),  such  remuneration 
paid  to  the  employee  is  not  taken  into  account  in  applying  the  $3,000 
limitation. 

The  bill  differs  from  the  House  bill  in  that  the  House  bill  raised 
the  maximum  limitation  to  $3,600  whereas  the  bill  as  reported  by 
your  committee  retains  the  present  maximum  of  $3,000  a  year. 
Moreover,  the  bill  does  not  contain  two  amendments  of  existing  law 
made  by  the  House,  one  of  which  would  apply  the  maximum  to  remu¬ 
neration  received  from  each  employer  in  a  calendar  year,  rather  than 
all  remuneration  received  during  such  year,  and  the  other  providing 
that,  for  the  purpose  of  determining  whether  an  employer  has  paid 
remuneration  in  excess  of  the  maximum  to  an  employee  during,  the 
calendar  year,  any  remuneration  paid  the  employee  by  a  predecessor 
should  be  considered  as  having  been  paid  by  the  successor  employer. 
These  two  amendments  were  inserted  by  the  House  only  because  of 
the  provisions,  also  contained  in  that  bill,  extending  special  treatment 
to  wages  received  from  nonprofit  institutions.  Since  under  the  bill 
as  reported  no  such  special  treatment  of  wages  from  nonprofit  insti¬ 
tutions  is  necessary,  these  two  amendments  of  the  maximum  on 
creditable  remuneration  are  unnecessary. 

Section  209  (b)  as  amended  by  the  bill  retains  the  provisions  of  the 
existing  section  209  (a)  (4)  which  excludes  from  the  term  “wages”  the 
amount  of  any  payment  made  to  or  on  behalf  of  an  employee  under  a 
plan  or  system  established  by  an  employer  which  makes  provision  for 
his  employees  generally  or  for  a  class  or  classes  of  his  employees 
(including  any  amount  paid  by  an  employer  for  insurance  or  annuities, 
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or  into  a  fund,  to  provide  for  any  such  payment),  on  account  of  (1)  an 
employee’s  retirement,  or  (2)  an  employee’s  sickness  or  accident 
disability,  or  (3)  medical  or  hospitalization  expenses  in  connection 
with  sickness  or  accident  disability  of  an  employee,  or  (4)  the  death  of 
an  employee.  Under  present  law,  payments  made  under  a  plan  or 
system  providing  for  death  benefits  are  not  excluded  from  wages  if  the 
employee  had  certain  options  or  rights,  such  as  the  option  to  receive, 
instead  of  the  provision  for  such  death  benefit,  any  part  of  such  pay¬ 
ment  by  the  employer,  or  the  right  to  assign  the  death  benefit  or  to 
receive  a  cash  consideration  in  lieu  thereof.  The  amended  section 
209  (b),  as  in  the  House  bill,  removes  such  conditions  imposed  under 
existing  law  with  respect  to  payments  providing  for  death  benefits. 
Your  committee  has  further  amended  section  209  (b)  so  as  also  to 
exclude  from  wages  any  payment  made  to,  or  on  behalf  of,  any  depend¬ 
ents  of  an  employee  (including  husbands,  wives,  children,  and  other 
members  of  the  immediate  family)  under  a  plan  or  system  established 
by  an  employer  which  makes  provision  for  his  employees  generally 
and  their  dependents  or  for  a  class  or  classes  of  his  employees  and  their 
dependents  (including  any  amount  paid  by  an  employer  for  insurance 
or  annuities,  or  into  a  fund,  to  provide  for  any  such  payment)  on 
account  of  (1)  an  employee’s  retirement,  or  (2)  sickness  or  accident 
disability  of  an  employee  or  any  of  his  dependents,  or  (3)  medical  oj 
hospitalization  expenses  in  connection  with  sickness  or  accident  dis¬ 
ability  of  an  employee  or  any  of  his  dependents,  or  (4)  the  death  of  an 
employee  or  any  of  his  dependents.  Payments  of  the  prescribed 
character  under  a  plan  or  system  established  by  an  employer  solely  for 
the  dependents  of  his  employees  are  not  within  this  exclusion  from 
wages. 

Section  209  (c)  as  amended  by  the  bill  excludes  from  wages  any 
payment  made  to  an  employee  (including  any  amount  paid  by  an 
employer  for  insurance  or  annuities,  or  into  a  fund,  to  provide  for  any 
such  payment)  on  account  of  retirement,  irrespective  of  whether  such 
payment  is  made  pursuant  to  a  plan  or  system  such  as  is  contemplated 
under  section  209  (b) .  The  same  provision  was  contained  in  the  House 
bill. 

Section  209  (d)  as  amended  by  the  bill  excludes  from  wages  any 
payment  on  account  of  sickness  or  accident  disability,  or  medical  or 
hospitalization  expenses  in  connection  with  sickness  or  accident  disa¬ 
bility,  made  by  an  employer  to,  or  on  behalf  of,  an  employee  after  the 
expiration  of  six  calendar  months  following  the  last  calendar  month  in 
which  the  employee  worked  for  such  employer.  This  provision  of  law 
will  have  application  in  any  instance  in  which  any  such  payment  is  not 
made  pursuant  to  a  plan  or  system  and  therefore  is  not  excepted  from 
wages  by  section  209  (b).  In  order  for  a  payment  to  be  excepted  under 
this  provision,  the  payment  made  by  the  employer  to,  or  on  behalf  of, 
the  employee  must  be  made  by  reason  of  the  employee’s  sickness  or 
accident  disability  or  by  reason  of  medical  or  hospitalization  expenses 
in  connection  with  such  employee’s  sickness  or  accident  disability  and 
there  must  have  elapsed  immediately  prior  to  the  calendar  month  in 
which  the  payment  is  made  at  least  six  consecutive  calendar  months 
during  which  the  employee  did  no  work  for  the  employer.  The  same 
amendment  appeared  in  the  House  bill. 
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Section  209  (e)  as  amended  by  the  bill  contains  an  additional  ex¬ 
clusion  from  the  term  “wages”  with  respect  to  certain  payments  from 
or  into  a  trust  exempt  from  tax  under  section  165  (a)  of  the  Internal 
Revenue  Code  or  under  or  to  an  annuity  plan  which  meets  the  re¬ 
quirements  of  section  165  (a)  (3),  (4),  (5),  and  (6)  of  such  code. 
Under  this  paragraph  a  payment  made  by  an  employer  into  a  trust 
or  annuity  plan  is  excepted  from  wages  at  the  time  of  such  payment, 
if  the  trust  is  exempt  from  tax  under  section  165  (a)  of  such  code  or 
the  annuity  plan  meets  the  requirements  of  section  165  (a)  (3),  (4), 
(5),  and  (6)  of  such  code  at  the  time  the  payment  is  made  thereto. 
A  payment  to,  or  on  behalf  of,  an  employee  from  a  trust  or  under  an 
annuity  plan  is  also  excepted  from  wages  under  this  paragraph  if  at 
the  time  of  the  payment  to,  or  on  behalf  of,  the  employee,  the  trust 
is  exempt  from  tax  under  section  165  "(a)  or  the  annuity  plan  meets 
the  requirements  of  section  165  (a)  (3),  (4),  (5),  and  (6).  Your  com¬ 
mittee  has  made  a  clarifying  amendment  to  section  209  (e)  to  assure 
the  exclusion  from  wages  of  a  payment  of  the  prescribed  character 
made  to  or  on  behalf  of  a  beneficiary  of  an  employee.  A  payment 
made  to  an  employee  of  an  exempt  trust  as  remuneration  for  services 
rendered  as  such  employee  and  not  as  a  beneficiary  of  the  trust  is  not 
within  the  exclusion. 

Section  209  (f)  as  amended  by  the  bill  continues  without  change 
the  existing  exclusion  from  wages  (sec.  209  (a)  (5)  of  existing  law)  of 
payments  by  an  employer  (without  deduction  from  the  remuneration 
of,  or  other  reimbursement  from,  the  employee)  of  the  employees’ 
tax  imposed  by  section  1400  of  the  Internal  Revenue  Code  and 
employee  contributions .  under  State  unemployment  compensation 
laws. 

The  new  subsection  (g)  of  section  209  of  the  Social  Security  Act  as 
amended  by  the  bill  excludes  from  wages  the  remuneration  paid  in  any 
medium  other  than  cash  to  an  employee  for  service  not  in  the  course 
of  the  employer’s  trade  or  business  or  for  domestic  service  in  a  private 
home  of  the  employer.  Subsection  (h)  of  section  209  as  added  by 
your  committee  excludes  from  wages  remuneration  paid  in  any 
medium  other  than  cash  for  agricultural  labor.  Remuneration  in 
any  medium  other  than  cash  includes,  for  example,  lodging,  food, 
clothing,  agricultural  or  horticultural  commodities,  or  car  tokens  or 
weekly  transportation  passes.  Except  for  a  purely  technical  change, 
subsection  (g)  is  the  same  as  that  contained  in  the  House  bill.  The 
new  subsection  (h)  had  no  parallel  in  the  bill  as  passed  by  the  House. 
It  has  been  added  by  the  bill  as  reported  because  your  committee  has 
extended  coverage  to  agricultural  labor  performed  by  individuals 
regularly  employed  by  the  same  employer. 

Subsection  (i)  eliminates  from  the  term  “wages”  the  remuneration 
(other  than  vacation  or  sick  pay)  of  a  stand-by  employee  who  has 
attained  age  65  and  whose  employment  relationship  has  not  termi¬ 
nated,  if  the  employee  does  no  work  for  the  employer  in  the  period  for 
which  such  remuneration  is  paid. 

Section  209  as  amended  by  the  bill  contains  no  provision  compar¬ 
able  to  section  209  (a)  (6)  of  existing  law  which  excludes  from  the 
term  “wages”  dismissal  payments  which  the  employer  is  not  legally 
required  to  make.  Therefore,  a  dismissal  payment  (any  payment 
made  by  an  employer  on  account  of  involuntary  separation  of  the 
employee  from  the  service  of  the  employer)  will  constitute  wages 
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subject,  of  course,  to  the  $3,000  limitation,  irrespective  of  whether  the 
employer  is,  or  is  not,  legally,  required  to  make  such  payment. 

The  bill  as  reported  omits  an  amendment  contained  in  the  bill  as 
passed  by  the  House  which  expressly  included,  as  remuneration  paid 
to  an  employee  by  his  employer,  cash  tips  or  other  cash  remuneration 
customarily  received  by  an  employee  in  the  course  of  his  employment 
from  persons  other  than  the  person  employing  him. 

DEFINITIONS  RELATING  TO  EMPLOYMENT 

Section  210  of  the  Social  Security  Act  as  amended  by  section  104 
(a)  of  the  bill  defines  the  terms  “employment,”  “included  and  ex¬ 
cluded  service,”  “American  vessel,”  “American  aircraft,”  “American 
employer,”  “agricultural  labor,”  “farm,”  “State,”  “United  States,” 
“citizen  of  Puerto  Rico,”  and  “employee.” 

Definition  of  employment 

Section  210  (a)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  term  “employment.”  (Sec.  209  (b)  of  existing  law 
provides  the  definition  of  employment.)  Under  the  amendment  the 
term  “employment”  is  defined  to  mean  any  service  performed  after 
December  31,  1936,  and  prior  to  January  1,  1951,  which  constituted 
employment  under  the  law  applicable  to  the  period  in  which  such 
service  was  performed;  and  also  to  mean  (1)  any  service  performed 
after  December  31,  1950,  by  an  employee  for  the  person  employing 
him.  irrespective  of  the  citizenship  or  residence  of  either,  (A)  within 
the  United  States,  or  (B)  on  or  in  connection  with  an  American 
vessel  or  American  aircraft  (defined  in  subsecs,  (c)  and  (d),  respec¬ 
tively,  of  sec.  210)  under  a  contract  of  service  entered  into  within 
the  United  States  or  during  the  performance  of  which  and  while  the 
employee  is  employed  on  the  vessel  or  aircraft  it  touches  at  a  port  in 
the  United  States  (including  an  airport,  in  the  case  of  an  aircraft),  if  the 
employee  is  employed  on  and  in  connection  with  the  vessel  or  aircraft 
when  outside  the  United  States,  and  (2)  any  service  performed  outside 
the  United  States  after  December  31,  1950,  by  a  citizen  of  the  United 
States  as  an  employee  of  an  American  employer  (as  defined  in  sec. 
210  (e))* 

That  portion  of  section  209  (b)  of  existing  law  which  precedes  the 
numbered  paragraphs  (these  contain  the  exceptions  from  the  term 
“employment”)  is  changed  substantively  in  only  two  respects.  First, 
the  definition  of  employment  is  extended  to  include  service  on  or  in 
connection  with  an  American  aircraft  to  the  same  extent  as  service, 
already  included  in  the  definition,  on  or  in  connection  with  an  Ameri¬ 
can  vessel.  With  respect  to  service  performed  on  or  in  connection 
with  an  American  vessel  or  American  aircraft  where  the  contract  of 
service  is  entered  into  outside  the  United  States,  your  committee  has 
made  a  clarifying  amendment  which  expressly  requires  that,  in  order 
that  the  service  constitute  employment,  the  employee  be  employed 
on  the  vessel  or  aircraft  wheD  it  touches  at  a  port  within  the  United 
States  at  some  time  during  the  performance  of  the  contract  of  service. 
Second,  the  definition  is  extended  to  include  service  performed  out¬ 
side  the  United  States  by  a  citizen  of  the  United  States  as  an  em¬ 
ployee  of  an  American  employer  (the  definition  of  the  term  “Ameri¬ 
can  employer”  is  discussed  below  in  the  explanation  of  subsection  (e) 
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of  this  section  in  the  bill).  Under  existing  law  the  citizenship  or 
residence  of  the  employer  or  employee  has  no  effect  upon  the  deter¬ 
mination  of  whether  or  not  service  constitutes  employment,  except 
as  the  citizenship  or  residence  of  the  employer  may  have  a  bearing  in 
determining  whether  a  vessel  is  an  American  vessel.  Under  the  amend¬ 
ment  this  is  true  with  respect  to  service  performed  either  within  the 
United  States  or  on  or  in  connection  with  an  American  vessel  or  Ameri¬ 
can  aircraft,  but  in  the  case  of  service  performed  outside  the  United 
States,  other  than  on  or  in  connection  with  an  American  vessel  or  air¬ 
craft,  only  service  (which  otherwise  constitutes  employment)  per¬ 
formed  by  a  citizen  of  the  United  States  for  an  American  employer  is 
covered.  v 

The  definition  of  the  term  “employment”  under  the  amendment,  as 
applied  to  service  performed  prior  to  January  1,  1951,  is  subject  to  the 
pertinent  exceptions  under  the  law  applicable  to  the  period  in  which 
the  service  was  performed.  The  definition  applicable  to  service  per¬ 
formed  on  and  after  that  date  continues  unchanged  some  of  the  ex¬ 
ceptions  contained  in  the  present  law,  omits  or  revises  others,  and  adds 
certain  additional  ones.  The  committee  bill  with  respect  to  the  excep¬ 
tions  from  employment  differs  from  the  House  bill  in  certain  respects 
as  discussed  below. 

Paragraph  (1)  of  section  210  (a)  of  the  committee  bill  takes  the 
place  of  the  exceptions  contained  in  paragraphs  (1)  and  (2)  (A)  of 
such  section  under  the  House  bill.  Paragraph  (l)  under  the  House 
bill  would  have  continued  the  existing  exception  of  agricultural  labor 
with  certain  modifications  in  the  definition  of  the  term,  and  paragraph 
(2)  (A)  would  have  excepted  from  employment  service  not  in  the 
course  of  the  employer’s  trade  or  business  (including  domestic  service 
in  a  private  home  of  the  employer)  performed  on  a  farm  operated  for 
profit.  Service  of  the  latter  mentioned  character  is,  by  reason  of  an 
amendment  made  by  your  committee  to  the  definition  of  the  term 
“agricultural  labor”  (which  is  discussed  under  subsection  (f)  of  this 
section  of  the  bill),  included  within  the  definition  of  such  term. 

Subparagraph  (A)  of  paragraph  (1)  under  the  committee  bill  ex¬ 
cludes  from  employment  agricultural  labor  (as  defined  in  section  210 
(f))  performed  in  any  calendar  quarter  by  an  employee,  but  only  if 
the  cash  remuneration  paid  for  such  service  is  less  than  $50  or  the 
service  is  performed  by  an  individual  who  is  not  regularly  employed 
by  the  employer  to  perform  such  service.  The  cash  test  of  at  least 
$50  refers  to  cash  paid  for  services  performed  during  a  calendar 
quarter,  regardless  of  when  paid.  As  used  in  subparagraph  (A),  the 
term  “cash  remuneration”  includes  checks  and  other  monetary  media 
of  exchange.  Subparagraph  (A)  provides  that  an  individual  shall  be 
deemed,  for  the  purposes  of  such  subparagraph,  to  be  regularly  em¬ 
ployed  by  an  employer  during  a  calendar  quarter  only  if  (i)  on  each 
of  some  60  days  during  the  calendar  quarter  such  individual  performs 
agricultural  labor  for  such  employer  for  some  portion  of  the  day,  or 
(ii)  such  individual  was  regularly  employed  (determined  in  accordance 
with  the  test  in  the  preceding  clause)  by  such  employer  in  the  per¬ 
formance  of  service  of  the  prescribed  character  during  the  preceding 
calendar  quarter. 

Subparagraph  (B)  of  paragraph  (1)  in  the  bill  as  reported  excludes 
from  employment  service  performed  in  connection  with  the  production 
or  harvesting  of  any  commodity  defined  as  an  agricultural  commodity 
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in  section  15  (g)  of  the  Agricultural  Marketing  Act,  as  amended,  or  in 
connection  with  the  ginning  of  cotton.  Service  of  the  character 
prescribed  in  this  subparagraph  is  excepted  from  employment, 
regardless  of  the  amount  of  the  remuneration  paid  for,  or  the  regularity 
of  the  performance  of,  such  service.  With  respect  to  service  performed 
in  connection  with  the  production  or  harvesting  of  any  commodity 
defined  as  an  agricultural  commodity  in  section  15  (g)  of  the  Agri¬ 
cultural  Marketing  Act,  as  amended,  the  exception  under  this  sub- 
paragraph  will  apply  only  to  service  performed  in  connection  with 
the  production  or  harvesting  of  crude  gum  (oleoresin)  from  a  living 
tree  or  the  processing  of  such  crude  gum  into  gum  spirits  of  turpentine 
and  gum  resin,  provided  such  processing  is  carried  on  by  the  original 
producer  of  such  crude  gum. 

Paragraphs  (2)  and  (3)  under  the  committee  bill  correspond  to 
paragraphs  (2)  (B)  and  (3)  under  the  House  bill.  Paragraph  (2) 
of  existing  law  excludes  from  employment  domestic  service  in  a  private 
home,  local  college  club,  or  local  chapter  of  a  college  fraternity  or 
sorority;  paragraph  (3)  of  existing  law  excludes  from  employment 
casual  labor  not  in  the  course  of  the  employer’s  trade  or  business. 
Paragraph  (2)  under  the  committee  bill,  which  is  the  same  as  para¬ 
graph  (2)  (B)  under  the  House  bill,  excludes  from  employment 
domestic  service  performed  in  a  local  college  club,  or  local  chapter 
of  a  college  fraternity  or  sorority,  by  a  student  who  is  enrolled  and  is 
regularly  attending  classes  at  a  school,  college,  or  university. 

Paragraph  (3)  under  the  committee  bill  excludes  from  employment 
service  not  in  the  course  of  the  employer’s  trade  or  business  (including 
domestic  service  in  a  private  home  of  the  employer)  performed  in  any 
calendar  quarter  by  an  employee,  but  only  if  the  cash  remuneration 
paid  for  such  service  is  less  than  $50  or  such  service  is  performed  by  an 
individual  who  is  not  regularly  employed  by  the  employer  to  perform 
such  service.  The  amendment  substitutes  a  cash  and  regularity-of- 
employment  test  for  the  test  set  forth  in  existing  law  governing  casual 
labor.  The  cash  test  refers  to  the  cash  paid  for  services  performed 
during  a  calendar  quarter,  regardless  of  when  paid.  The  term  “cash 
remuneration”  includes  checks  and  other  monetary  media  of  exchange. 
Paragraph  (3)  provides  that  an  individual  shall  be  deemed,  for  the 
purposes  of  such  paragraph,  to  be  regularly  employed  by  an  employer 
during  a  calendar  quarter  only  if  (A)  on  each  of  some  24  days  during 
such  quarter  such  individual  performs  for  such  employer  for  some  por¬ 
tion  of  the  day  service  of  the  prescribed  character,  or  (B)  such  indi¬ 
vidual  was  regularly  employed  (determined  in  accordance  with  the 
test  in  the  preceding  clause)  by  such  employer  in  the  performance  of 
service  of  the  prescribed  character  during  the  preceding  calendar 
quarter.  Since  the  definition  of  agricultural  labor  as  amended  by 
your  committee  includes  service  not  in  the  course  of  the  employer’s 
trade  or  business,  and  domestic  service  in  a  private  home  of  the  em¬ 
ployer,  if  performed  on  a  farm  operated  for  profit,  paragraph  (3)  under 
the  committee  bill  has  practical  application  only  to  service  of  the 
prescribed  character  performed  other  than  on  a  farm  operated  for 
profit.  Paragraph  (3)  under  the  committee  bill  differs  from  such 
paragraph  under  the  House  bill  in  several  material  respects.  Your 
committee  has  increased  the  cash  test  from  $25  to  $50  per  quarter  and 
has  substituted  24  days  for  26  days  in  the  regularity-of-employment 
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test,  together  with  a  clarifying  amendment  to  such  latter-mentioned 
test. 

Paragraph  (4) ,  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  present  family  employment  exclusion. 

Paragraph  (5),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  present  exclusion  of  service  performed  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  but  extends  the 
exclusion  to  service  performed  by  an  individual  on  or  in  connection 
with  an  aircraft,  not  an  American  aircraft,  if  such  individual  is  em¬ 
ployed  on  and  in  connection  with  such  aircraft  when  it  is  outside  the 
United  States. 

Paragraphs  (6)  and  (7)  of  the  bill  supersede  paragraph  (6)  of  existing 
law.  The  existing  paragraph  excludes  from  employment  service 
in  the  employ  (1)  of  the  United  States  or  (2)  of  an  instrumentality  of 
the  United  States  which  is  either  wholly  owned  by  the  United  States 
or  exempt  from  the  employers’  tax  imposed  by  section  1410  of  the 
Internal  Revenue  Code  by  virtue  of  any  other  provision  of  law.  The 
effect  of  the  new  paragraphs  (6)  and  (7)  is  to  include  as  employment 
a  portion  of  the  Federal  services  excluded  from  emplojnnent  under 
existing  law. 

The  new  paragraph  (6),  which  is  the  same  as  in  the  House  bill, 
excludes  from  employment  service  performed  in  the  employ  of  any 
instrumentality  of  the  United  States,  if  such  instrumentality  is  exempt 
from  the  employers’  tax  imposed  by  section  1410  of  the  Internal 
Revenue  Code  by  virtue  of  any  other  provision  of  law  which  spe¬ 
cifically  refers  to  such  section  1410  in  granting  the  exemption  from  the 
tax  imposed  by  such  section.  (In  connection  with  par.  (6),  see  the 
explanation  of  sec.  1412  of  the  Internal  Revenue  Code,  added  by 
sec.  202  (a)  of  the  bill.)  Paragraph  (6)  will  not  operate  to  exclude 
from  employment  the  services  referred  to  therein  unless  and  until 
the  Congress  grants  to  a  Federal  instrumentality  a  specific  exemption 
from  the  tax  imposed  by  section  1410. 

The  new  paragraph  (7)  contains  four  separate  subparagraphs. 
Subparagraph  (A)  excepts  from  employment  service  performed  in  the 
employ  of  the  United  States,  if  the  service  is  covered  by  a  retirement 
system  established  by  a  law  of  the  United  States  or  by  a  retirement 
system  established  by  the  agency  for  which  such  service  is  performed. 

In  the  case  of  service  performed  in  the  employ  of  an  instrumentality 
of  the  United  States,  subparagraph  (B)  excepts  such  service  from 
employment,  if  the  service  is  covered  by  a  retirement  system  estab¬ 
lished  by  a  law  of  the  United  States.  Subparagraph  (C)  excepts 
from  employment,  with  certain  exceptions  hereinafter  referred  to, 
service  performed  in  the  employ  (1)  of  a  wholly  owned  instrumentality 
of  the  United  States  or  (2)  of  an  instrumentality  of  the  United  States 
which  (i)  has  a  general  tax  exemption  (i.  e.,  an  exemption  which  does 
not  specifically  refer  to  the  tax  imposed  by  section  1410  of  the  Internal 
Revenue  Code)  in  effect  at  the  time  the  service  is  performed  and 
(ii)  was,  on  December  31,  1950,  exempt  from  the  tax  imposed  by  such 
section  1410.  The  exception  from  employment  under  subparagraph 
(C)  does  not  apply  to  (i)  service  performed  in  the  employ  of  a  national 
farm  loan  association,  a  production  credit  association,  a  State,  county, 
or  community  committee  under  the  Production  and  Marketing 
Administration,  a  Federal  credit  union,  the  Bonneville  Power  Admin¬ 
istrator,  or  the  United  States  Maritime  Commission,  or  (ii)  service 
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performed  in  the  employ  of  the"  Tennessee  Valley  Authority  unless 
such  service  is  covered  by  a  retirement  system  established  by  such 
Authority,  or  (iii)  service  performed  by  a  civilian  employee,  not 
compensated  from  funds  appropriated  by  the  Congress,  in  the  Army 
and  Air  Force  Exchange  Service,  Army  and  Air  Force  Alotion  Picture 
Service,  Navy  Ship’s  Service  Stores,  Alarine  Corps  Post  Exchanges, 
or  other  activities,  conducted  by  an  instrumentality  of  the  United 
States  subject  to  the  jurisdiction  of  the  Secretary  of  Defense,  at 
installations  of  the  National  Alilitary  Establishment  for  the  comfort, 
pleasure,  contentment,  and  mental  and  physical  improvement  of 
personnel  of  such  establishment. 

Subparagraph  (D)  contains  12  special  classes  of  excepted  services 
performed  in  the  employ  of  the  United  States  or  of  any  instrumentality 
of  the  United  States,  which  are  in  addition  to  the  general  exceptions 
contained  in  subparagraphs  (A),  (B),  and  (C).  These  special  classes 
of  excepted  services  are  as  follows: 

(i)  Service  performed  as  the  President  or  Vice  President  of  the 
United  States  or  as  a  Alember  of  the  Congress  of  the  United  States,  a 
Delegate  to  the  Congress,  or  a  Resident  Commissioner; 

(ii)  Service  performed  in  the  legislative  branch  of  the  United  States 
Government  (service  in  the  judicial  branch  of  the  United  States 
Government  is  excluded  from  employment  under  paragraph  (7)  (A) 
by  reason  of  the  fact  that  all  service  performed  in  such  branch  is 
covered  by  a  retirement  system  established  by  congressional  enact¬ 
ment)  ; 

(iii)  Service  performed  in  the  field  service  of  the  Post  Office  Depart¬ 
ment  unless  performed  by  any  individual  as  an  employee  who  is 
excluded  by  Executive  order  from  the  operation  of  the  Civil  Service 
Retirement  Act  of  Alay  29,  1930,  because  he  is  serving  under  a 
temporary  appointment  pending  final  determination  of  eligibility  for 
permanent  or  indefinite  appointment; 

(iv)  Service  performed  in  or  under  the  Bureau  of  the  Census  of  the 
Department  of  Commerce  by  temporary  employees  employed  for  the 
actual  taking  of  any  census  (exclusive  of  clerical  or  other  employees 
employed  for  work  other  than  in  the  actual  taking  of  the  census) ; 

(v)  Service  performed  by  any  individual  as  an  employee  who  is 
excluded  by  Executive  order  from  the  operation  of  the  Civil  Service 
Retirement  Act  of  Alay  29,  1930,  because  of  payment  on  a  contract 
or  fee  basis; 

(vi)  Service  performed  by  an  individual  as  an  employee  for  nominal 
compensation  of  $12  or  less  per  annum; 

(vii)  Service  performed  in  a  hospital,  home,  or  other  institution  of 
the  United  States  by  a  patient  or  inmate  thereof; 

(viii)  Service  performed  by  any  individual  as  a  consular  agent 
appointed  under  the  authority  of  section  551  of  the  Foreign  Service 
Act  of  1946; 

(ix)  Service  performed  by  student  nurses,  medical  or  dental  interns, 
residents-in-training,  student  dietitians,  student  physical  therapists, 
or  student  occupational  therapists,  assigned  or  attached  to  a  hospital, 
clinic,  or  medical  or  dental  laboratory  operated  by  any  department, 
agency,  or  instrumentality  of  the  Federal  Government,  or  by  certain 
other  student  employees  described  in  section  2  of  the  act  of  August  4, 
1947; 
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(x)  Service  performed  by  any  individual  as  an  employee  serving  on  a 
temporary  basis  in  case  of  fire,  storm,  earthquake,  flood,  or  other 
emergency; 

(xi)  Servic  1  performed  by  any  individual  as  an  employee  who  is 
employed  under  a  Federal  relief  program  to  relieve  him  from  unem¬ 
ployment;  or 

(xii)  Service  performed  as  a  member  of  a  State,  county,  or  com¬ 
munity  committee  under  the  Production  and  Marketing  Administra¬ 
tion  or  of  any  other  board,  council,  committee,  or  other  similar  body, 
unless  such  board,  council,  committee,  or  other  body  is  composed 
exclusively  of  individuals  otherwise  in  the  full-time  employ  of  the 
United  States. 

Under  the  committee  bill  service  performed  in  the  employ  of  the 
United  States  which  is  not  covered  by  a  retirement  system  established 
either  by  a  law  of  the  United  States  or  by  the  agency  for  which  the 
service  is  performed  constitutes  employment,  unless  such  service  is 
excepted  from  employment  bjr  1  of  the  12  special  classes  of  excepted 
services  or  by  some  provision  of  section  210  (a)  other  than  paragraph 
(7).  Service  performed  in  the  employ  of  a  wholly  owned  instru¬ 
mentality  of  the  United  States  constitutes  employment  under  the 
amendment,  if  the  service  is  specifically  mentioned  in  subpara¬ 
graph  (C)  as  one  of  the  classes  of  services  to  which  the  basic  provisions 
of  such  subparagraph  shall  not  be  applicable,  unless  the  service  (1)  is 
covered  by  a  retirement  system  established  by  a  law  of  the  United 
States  (subpar.  (B)),  or  (2)  is  excepted  from  employment  by  one  of 
the  twelve  special  classes  of  excepted  services  (subpar.  (D)),  or  (3)  is 
excepted  from  employment  by  some  provision  of  section  210  (a)  other 
than  paragraph  (7). 

Service  performed  in  the  employ  of  an  instrumentality  which  has  a 
blanket  tax  exemption  and  which  had  such  an  exemption  on  Decem¬ 
ber  31,  1950,  is  covered  under  the  same  conditions  as  those  applying 
to  service  performed  in  the  employ  of  a  wholly  owned  instrumentality. 
Service  performed  in  the  employ  of  any  other  instrumentality  of  the 
United  States  constitutes  employment,  unless  the  service  (1)  is  covered 
by  a  retirement  system  established  by  a  law  of  the  United  States 
(subpar.  (B)),  or  (2)  is  excepted  from  employment  by  one  of  the  twelve 
special  classes  of  excepted  services  (subpar.  (D)),  or  (3)  is  excepted 
from  employment  by  some  provision  of  section  210  (a)  other  than 
paragraph  (7).  Determinations  as  to  wdiether  services  are  covered 
by  a  retirement  system  of  the  requisite  character  are  to  be  made  as 
of  the  time  the  services  are  performed. 

Service  performed  by  most  civilian  and  all  military  personnel  of  the 
United  States  will  be  excepted  from  employment  under  the  amend¬ 
ment  since  such  service  is  covered  by  a  retirement  system  established 
by  a  law  of  the  United  States.  On  the  other  hand,  the  amendment  has 
the  effect  of  extending  coverage  to  certain  Federal  employees,  such  as 
temporary  employees  of  the  United  States  who  are  excluded  from 
coverage  under  the  Federal  civil-service  retirement  system  pending 
permanent  or  indefinite  appointment,  and  certain  other  short  duration 
employees  likewise  excluded  from  coverage  under  the  Federal  civil- 
service  retirement  system.  Service  (which  otherwise  constitutes  em¬ 
ployment)  performed  by  certain  civilian  employees  in  the  employ  of 
some  instrumentalities  of  the  United  States,  such  as  national  farm  loan 
associations,  production  credit  associations,  Federal  credit  unions,  and 
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certain  military  post  exchanges  and  similar  organizations,  will  be 
covered  employment  under  the  amendments  made  by  the  bill. 

Paragraph  (8)  of  the  committee  bill  continues  the  existing  exception 
from  employment  of  service  performed  for  State  governments,  their 
political  subdivisions,  and  certain  of  their  instrumentalities  except  as 
such  service  may  be  included  under  an  agreement  under  section  218. 
Your  committee  has  restored  that  portion  of  the  existing  section  209 
(b)  (7)  which  was  omitted  from  the  House  bill,  relating  to  the  excep¬ 
tion  from  employment  of  service  (not  included  in  an  agreement  under 
sec.  218)  performed  in  the  employ  of  an  instrumentality  of  one  or  more 
States  or  political  subdivisions  to  the  extent  that  the  instrumentality 
is,  with  respect  to  such  service,  immune  under  the  Constitution  of  the 
United  States  from  the  employers’  tax  imposed  by  section  1410  of  the 
Internal  Revenue  Code.  Your  committee  has  eliminated  that  pro¬ 
vision  of  the  House  bill  which  would  have  extended  coverage  on  a 
compulsory  basis  to  certain  employees  of  publicly  owned  transit 
systems. 

Paragraph  (9)  of  the  committee  bill  takes  the  place  of  the  existing 
exception  from  employment  of  service  performed  for  certain  religious, 
charitable,  scientific,  literary,  educational,  or  humane  organizations 
(sec.  209  (b)  (8)).  Subparagraph  (A)  of  paragraph  (9),  which  is  the 
same  as  paragraph  (9)  of  the  House  bill,  excepts  from  employment 
service  performed  by  a  duly  ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of  his  ministry  or  by  a  member  of 
a  religious  order  in  the  exercise  of  the  duties  required  by  such  order. 
The  exception  contained  in  subparagraph  (A)  applies  to  the  perform¬ 
ance  of  services  which  are  ordinarily  the  duties  of  such  ministers  or 
members  of  religious  orders.  The  duties  of  ministers  include  the  minis¬ 
tration  of  sacerdotal  functions  and  the  conduct  of  religious  worship, 
and  the  control,  conduct,  and  maintenance  of  religious  organizations 
(including  the  religious  boards,  societies,  and  other  integral  agencies 
of  such  organizations),  under  the  authority  of  a  religious  body  con¬ 
stituting  a  church  or  church  denomination. 

Subparagraph  (B),  which  was  added  by  your  committee  to  the 
House  bill,  excepts  from  employment  (1)  service  performed  in  the 
employ  of  a  corporation,  fund,  or  foundation,  which  is  exempt  from 
income  tax  under  section  101  (6)  of  the  Internal  Revenue  Code  and  is 
organized  and  operated  primarily  for  religious  purposes;  and  (2) 
service  performed  in  the  employ  of  a  corporation,  fund,  or  foundation, 
which  is  exempt  from  income  tax  under  section  101  (6)  of  the  code 
and  is  owned  and  operated  by  one  or  more  of  the  corporations,  funds, 
or  foundations  referred  to  in  clause  (1)  of  this  sentence.  This  ex¬ 
ception  from  employment,  however,  is  not  applicable  to  service  in 
the  employ  of  any  organization  described  in  either  clause  (1)  or  (2) 
of  the  preceding  sentence  which  is  performed  on  or  after  the  first  day 
of  the  calendar  quarter  following  the  calendar  quarter  in  which  such 
organization  files  with  the  Commissioner  of  Internal  Revenue  a 
statement  that  it  desires  to  have  the  insurance  system  established 
by  title  II  of  the  Social  Security  Act  extended  to  service  performed  by 
its  employees.  The  statement  provided  for  under  subparagraph 
(B)  must  be  filed  by  each  organization  which  desires  coverage  for 
its  employees  and  must  apply  to  all  its  employees  other  than  those  to 
which  subparagraph  (A)  is  applicable.  Subparagraph  (B)  further 
provides  that  such  statement  may  be  filed  on,  before,  or  after  January 
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1,  1951;  however,  because  the  effective  date  of  section  104  (a)  of  the 
bill  (in  which  this  subparagraph  is  included)  is  January  1,  1951,  the 
election  will  not  be  effective  with  respect  to  services  performed  prior 
to  January  1,  1951.  Service  with  respect  to  which  an  election  is  in 
effect  constitutes  employment,  unless  excepted  from  employment  under 
some  provision  of  section  210  other  than  paragraph  (9)  (B).  An 
election  once  having  been  duly  made  cannot  be  revoked. 

The  effect  of  the  new  paragraph  (9)  will  be  (a)  to  extend  coverage 
on  a  compulsory  basis  to  service  which  is  excepted  under  present  law 
by  the  provisions  of  section  209  (b)  (8),  other  than  service  performed 
in  the  employ  of  the  organizations  described  in  subparagraph  (B) 
of  paragraph  (9)  or  service  otherwise  excluded  under  section  210; 
and  (b)  to  extend  coverage  on  an  elective  basis  to  service  performed 
in  the  employ  of  the  organizations  described  in  subparagraph  (B) 
of  paragraph  (9),  except,  as  to  service  by  ministers  apd  members  of 
religious  orders  referred  to  in  subparagraph  (A)  of  paragraph  (9), 
or  service  otherwise  excepted  under  section  210. 

Paragraph  (9)  under  the  committee  bill  eliminates  the  necessity 
for  the  special  provision  vdiich  would  have  been  added  as  section 
205  (o)  of  the  Social  Security  Act  by  section  109  (c)  of  the  House 
bill,  relating  to  the  crediting  of  wages  paid  for  service  in  the  employ 
of  religious,  charitable,  educational,  or  similar  nonprofit  employers. 

Paragraph  (10),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  existing  exclusion  of  service  performed  by 
an  employee  or  employee  representative  covered  by  the  railroad 
retirement  system. 

Paragraph  (11)  revises  certain  exclusions  contained  in  paragraph 
(10)  of  existing  law,  and  omits  others.  Subparagraph  (A)  of  para¬ 
graph  (11)  excludes  service  performed  in  any  calendar  quarter  in  the 
employ  of  any  organization  exempt  from  income  tax  under  section 
101  of  the  Internal  Revenue  Code,  if  the  remuneration  for  such 
service  is  less  than  $50  ($45  or  less,  under  existing  law,  and  less  than 
$100  under  the  House  bill).  The  dollar  test  under  subparagraph  (A) 
is  the  amount  earned  in  a  calendar  quarter  and  not  the  amount  paid 
in  a  calendar  quarter.  Subparagraph  (B)  excludes  service  performed 
in  the  employ  of  a  school,  college,  or  university,  whether  or  not 
exempt  from  income  tax  under  such  section  101,  if  such  service  is 
performed  by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  university. 

Paragraphs  (12)  and  (13),  which  are  the  same  as  under  the  House 
bill,  continue  without  change  the  present  exclusion  of  service  per¬ 
formed  in  the  employ  of  a  foreign  government  or  of  a  wholly  owned 
instrumentality  of  a  foreign  government  under  certain  prescribed 
conditions. 

Paragraph  (14),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  exclusion  of  service  performed  by  certain 
student  nurses  and  interns. 

Paragraph  (15),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  present  exclusion  of  certain  fishing  services. 

Paragraph  (16),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  present  exclusion  of  services  performed  in 
the  delivery  and  distribution  of  newspapers,  shopping  news,  and 
magazines  under  certain  prescribed  conditions. 
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Paragraph  (17),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  present  exclusion  of  service  performed  for 
an  international  organization. 

Your  committee  has  eliminated  paragraph  (18),  contained  in  the 
House  bill,  which  would  have  excepted  from  employment  service  per¬ 
formed  by  a  particular  type  of  salesman.  The  exception  is  no  longer 
necessary  in  view  of  the  action  of  your  committee  in  eliminating 
paragraph  (4)  of  the  definition  of  the  term  “employee”  contained  in 
section  210  (k). 

Included  and  excluded  service 

Section  210  (b)  of  the  Social  Security  Act  as  amended  by  the  bill 
sets  forth,  without  change,  the  existing  law  (sec.  209  (c))  relating  to 
the  included-excluded  rule  for  determining  employment. 

Definition  oj  “ American  vessel ” 

Section  210  (c),  which  is  the  same  as  under  the  House  bill,  sets 
forth,  without  change,  the  existing  law  (sec.  209  (d))  defining  the 
term  “American  vessel.” 

Definition  of  “ American  aircraft” 

Section  210  (d),  which  is  the  same  as  under  the  House  bill,  defines 
the  term  “American  aircraft”  to  mean,  for  the  purposes  of  title  II  of 
the  Social  Security  Act,  an  aircraft  registered  under  the  laws  of  the 
United  States. 

Definition  of  11  American  employer ” 

Section  210  (e),  which  is  the  same  as  under  the  House  bill,  defines 
the  term  “American  employer.”  Such  term  means,  for  the  purposes 
of  title  II  of  the  Social  Security  Act,  an  employer  which  is  (1)  the 
United  States  or  any  instrumentality  thereof,  (2)  a  State  or  any 
political  subdivision  thereof,  or  any  instrumentality  of  any  one  or 
more  of  the  foregoing,  (3)  an  individual  who  is  a  resident  of  the  United 
States,  (4)  a  partnership,  if  two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (5)  a  trust,  if  all  of  the  trustees  are 
residents  of  the  United  States,  or  (6)  a  corporation  organized  under 
the  laws  of  the  United  States  or  of  any  State. 

Definition  of 11  agricultural  labor” 

Section  210  (f)  in  the  bill  defines  the  term  “agricultural  labor”  for 
the  purposes  of  title  II  of  the  Social  Security  Act  and  is  the  same  as 
section  210  (f)  in  the  House  bill,  except  for  a  change  in  paragraph  (3), 
the  addition  of  paragraph  (5),  and  a  minor  technical  change.  The 
section  of  existing  law  which  defines  this  term  (sec.  209  (1))  contains 
four  numbered  paragraphs.  The  new  subsection  (f)  of  section  210 
contains  five  numbered  paragraphs.  Paragraph  (1)  of  existing  law 
relates  to  service  performed  on  a  farm,  in  the  employ  of  any  person, 
in  connection  with  cultivating  the  soil  or  in  connection  with  raising 
or  harvesting  any  agricultural  or  horticultural  commodity,  including 
the  raising,  shearing,  feeding,  caring  for,  training,  and  management 
of  livestock,  bees,  poultry,  and  fur-bearing  animals  and  wildlife. 
Paragraph  (2)  of  existing  law  relates  to  service  performed  in  the  employ 
of  the  owner,  tenant,  or  other  operator  of  a  farm  in  connection  with  the 
operation,  management,  conservation,  improvement,  or  maintenance 
of  such  farm  and  its  tools  and  equipment,  or  in  salvaging  timber  or 
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clearing  land  of  brush  and  other  debris  left  by  a  hurricane,  if  the  major 
portion  of  the  service  is  performed  on  a  farm.  The  new  paragraphs 
(1)  and  (2)  continue  without  change  the  provisions  of  paragraphs  (1) 
and  (2)  of  existing  law. 

Paragraph  (3)  of  existing  law  includes  as  agricultural  labor  the 
following  services  even  though  not  performed  on  a  farm:  Services  per¬ 
formed  in  connection  with  the  production  or  harvesting  of  maple  sirup 
or  maple  sugar  or  any  commodity  defined  as  an  agricultural  commodity 
in  section  15  (g)  of  the  Agricultural  Marketing  Act,  as  amended;  or 
in  connection  with  the  raising  or  harvesting  of  mushrooms;  or  in  con¬ 
nection  with  the  hatching  of  poultry;  or  in  connection  with  the  gin¬ 
ning  of  cotton;  or  in  connection  with  the  operation  or  maintenance  of 
ditches,  canals,  reservoirs,  or  waterways  used  exclusively  for  supplying 
and  storing  water  for  farming  purposes.  The  new  paragraph  (3)  of 
the  committee  bill  includes  as  agricultural  labor  only  services  per¬ 
formed  in  connection  with  the  production  or  harvesting  of  any  com¬ 
modity  defined  as  an  agricultural  commodity  in  section  15  (g)  of  the 
Agricultural  Marketing  Act,  as  amended;  or  in  connection  with  the 
ginning  of  cotton;  or  in  connection  with  the  operation  or  maintenance 
of  ditches,  canals,  reservoirs,  or  waterways,  not  owned  or  operated 
for  profit,  used  exclusively  for  supplying  and  storing  water  for  farming 
purposes.  Your  committee  has  added  to  the  House  bill  the  provision 
with  respect  to  the  operation  of  ditches,  canals,  reservoirs,  or 
waterways. 

The  effect  of  the  amended  paragraph  (3)  is  to  exclude  from  the 
definition  of  agricultural  labor  services  performed  in  connection  with 
with  the  production  or  harvesting  of  maple  sap,  or  in  connection  with 
the  raising  or  harvesting  of  mushrooms,  or  in  connection  with  the 
hatching  of  poultry,  unless  such  services  are  performed  on  a  farm 
(as  defined  in  sec.  210  (g)).  Thus,  services  performed  in  connection 
with  the  operation  of  a  hatchery,  if  not  operated  as  part  of  a  poultry 
or  other  farm,  will  be  covered  employment.  Under  the  amendment 
services  performed  in  the  processing  (as  distinguished  from  the  gather¬ 
ing)  of  maple  sap  into  maple  sirup  or  maple  sugar  do  not  constitute 
agricultural  labor,  even  though  such  services  are  performed  on  a  farm. 
Services  performed  in  connection  with  the  operation  or  maintenance 
of  ditches,  canals,  reservoirs,  or  waterways,  not  owned  or  operated 
for  profit,  used  exclusively  for  supplying  and  storing  water  for  farming 
purposes,  constitute  agricultural  labor  under  the  amendment  made  by 
your  committee.  Services  referred  to  in  the  preceding  sentence  would 
not  constitute  agricultural  labor  under  the  House  bill,  unless  the 
major  part  of  such  services  were  performed  on  a  farm  and  such  services 
were  performed  in  the  employ  of  the  owner,  tenant,  or  other  operator 
of  a  farm,  in  connection  with  the  operation,  conservation,  improve¬ 
ment  or  maintenance  of  such  a  farm. 

Paragraph  (4)  of  existing  law  includes  as  agricultural  labor  service 
performed  in  the  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to  storage  or  to 
market  or  to  a  carrier  for  transportation  to  market  any  agricultural  or 
horticultural  commodity,  provided  such  service  is  performed  as  an 
incident  to  ordinary  farming  operations  or,  in  the  case  of  fruits  or 
vegetables,  as  an  incident  to  the  preparation  of  such  fruits  and  vege¬ 
tables  for  market.  Subparagraphs  (A)  and  (B)  of  the  new  paragraph 
(4)  are  a  complete  revision  of  the  afore-mentioned  provisions  of  para- 
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graph  (4)  of  existing  law.  Under  such  subparagraph  (A)  the  term 
“agricultural  labor”  includes  service  performed  in  the  employ  of  the 
owner-operator,  tenant-operator,  or  other  operator  of  a  farm  in  hand¬ 
ling,  planting,  drying,  packing,  packaging,  processing,  freezing, 
grading,  storing,  or  delivering  to  storage  or  to  market  or  to  a  carrier 
for  transportation  to  market,  any  agricultural  or  horticultural  com¬ 
modity  in  its  unmanufactured  state,  provided  such  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to  which  such 
service  is  performed  during  the  pay  period.  Under  such  subpara¬ 
graph  (B)  the  term  “agricultural  labor”  includes  service  of  the 
character  described  in  the  preceding  sentence  performed  in  the  employ 
of  a  group  of  operators  of  farms  (other  than  a  cooperative  organi¬ 
zation),  provided  such  operators  produced  all  of  the  commodity  with 
respect  to  which  such  service  is  performed  during  a  pay  period.  The 
tests  “as  an  incident  to  ordinary  farming  operations”  and  “as  an 
incident  to  the  preparation  of  fruits  or  vegetables  for  market”  have 
been  stricken  by  the  amendment  and  in  lieu  thereof  three  tests  have 
been  substituted,  namely,  the  status  of  the  person  for  whom  the 
service  is  performed,  the  state  of  the  commodity  with  respect  to  which 
the  service  is  performed,  and  the  extent  to  which  such  commodity  was 
produced  by  the  operator  or  group  of  operators  in  whose  employ  the 
service  is  performed. 

Under  existing  law,  service  of  the  prescribed  character  performed 
with  respect  to  fruits  or  vegetables  in  the  employ  of  any  person  con¬ 
stitutes  agricultural  labor,  provided  such  service  is  performed  “as  an 
incident  to  the  preparation  of  such  fruits  or  vegetables  for  market”; 
and  such  service  with  respect  to  all  other  agricultural  or  horticultural 
commodities  constitutes  agricultural  labor,  if  the  service  is  performed 
“as  an  incident  to  ordinary  farming  operations.”  Under  the  amend¬ 
ment  service  of  the  character  prescribed  therein  is  included  as  agricul¬ 
tural  labor  only  if  performed  in  the  employ  of  the  operator  of  a  farm  or 
a  group  of  operators  of  farms  (other  than  a  cooperative  organization). 
The  term  “operator  of  a  farm”  as  used  in  paragraph  (4)  means  an 
owner,  tenant,  or  other  person,  in  possession  of  a  farm  and  engaged  in 
the  operation  of  such  farm.  Service  of  the  prescribed  character  per¬ 
formed  in  the  employ  of  a  cooperative  organization  does  not  constitute 
agricultural  labor.  The  term  “organization”  as  used  in  subparagraph 
(B)  includes  corporations,  joint-stock  companies,  and  associations 
which  are  treated  as  corporations  under  the  Internal  Revenue  Code. 
For  the  purposes  of  such  subparagraph,  any  unincorporated  group  of 
operators  will  be  deemed  a  cooperative  organization  if  the  number  of 
operators  comprising  such  group  is  more  than  20  at  any  time  during 
the  calendar  quarter  in  which  the  service  involved  is  performed. 

Under  the  amendment  service  of  the  prescribed  character  with 
respect  to  an  agricultural  or  horticultural  commodity  constitutes  agri¬ 
cultural  labor  only  if  the  service  is  performed  with  respect  to  such 
commodity  in  its  unmanufactured  state.  The  effect  of  this  provision 
is  to  exclude  from  the  definition  of  agricultural  labor  under  paragraph 
(4)  any  service  of  the  prescribed  character  performed  with  respect  to 
a  commodity  the  character  of  which  has  been  changed  from  its  raw 
or  natural  state  by  a  processing  operation,  For  example,  the  slicing 
and  sun-drying  or  dehydration  of  apples  are  not  processing  operations 
which  change  the  character  of  the  apples,  but  the  grinding  of  dried 
apples  or  the  pressing  of  raw  apples  into  cider  is  a  processing  opera- 
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tion  which  changes  the  character  of  the  apples  from  their  raw  or 
natural  state.  Where  the  service  of  the  prescribed  character  is  per¬ 
formed  in  the  employ  of  the  operator  of  a  farm,  such  service  does  not 
constitute  agricultural  labor  under  the  amendment  unless  such  oper¬ 
ator  produced  more  than  one-half  of  the  commodity  with  respect  to 
which  the  service  is  performed  during  the  pay  period.  Where  the 
service  is  performed  in  the  employ  of  a  group  of  operators  of  farms 
(other  than  a  cooperative  organization),  such  service  does  not  consti¬ 
tute  agricultural  labor  under  the  amendment  unless  such  operators 
produced  all  of  the  commodity  with  respect  to  which  the  service  is 
performed  during  the  pay  period.  The  term  “commodity”  refers  to 
a  single  agricultural  or  horticultural  product;  that  is,  all  apples  are  to 
be  treated  as  a  single  commodity,  while  apples  and  peaches  are  to  be 
treated  as  two  separate  commodities.  The  service  with  respect  to 
each  such  commodity  is  to  be  considered  separately. 

Paragraph  (5)  which  has  been  added  by  your  committee  to  section 
210  (f)  includes  as  agricultural  labor  service  not  in  the  course  of  the 
employer’s  trade  or  business  or  domestic  service  in  a  private  home  of 
the  employer,  if  such  service  is  performed  on  a  farm  operated  for 
profit.  The  inclusion  of  these  services  as  agricultural  labor  eliminates 
the  necessity  for  any  separation  of  services  performed  within  the 
residence  of  the  farm  operator  by  his  employees  from  those  performed 
by  such  employees  on  any  other  part  of  the  farm.  It  also  eliminates 
the  necessity  for  any  separation  of  services  not  in  the  course  of  an 
employer’s  trade  or  business  from  those  which  are  in  the  course  of  his 
trade  or  business.  Generally,  a  farm  is  not  operated  for  profit  if  it  is 
occupied  primarily  for  residential  purposes,  or  is  used  primarily  for 
the  pleasure  of  the  occupant  or  his  family  such  as  for  the  entertainment 
of  guests  or  as  a  hobby  of  the  occupant  or  his  family. 

Section  210  (f)  provides  in  effect  that  service  of  the  character 
prescribed  in  paragraph  (4) ,  performed  in  connection  with  commercial 
canning  or  commercial  freezing  or  in  connection  with  any  agricultural 
or  horticultural  commodity  after  its  delivery  to  a  terminal  market 
for  distribution  for  consumption,  does  not  constitute  agricultural 
labor  under  paragraph  (4).  This  provision  is  in  all  material  respects 
the  same  as  that  in  existing  law. 

Definition  of  “farm” 

Section  210  (g),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  definition  of  the  term  “farm”  as  defined 
in  section  209  (1)  of  existing  law,  but  extends  the  application  of  such 
definition  to  all  of  title  II  of  the  act,  rather  than  limiting  it  to  the 
definition  of  the  term  “agricultural  labor”  as  in  existing  law. 

Definition  of  “State” 

Section  210  (h),  which  is  the  same  as  under  the  House  bill,  defines 
the  term  “State.”  Under  existing  law  the  term  “State”  includes 
Alaska,  Hawaii,  and  the  District  of  Columbia.  The  amendment  also 
includes  within  such  term  the  Virgin  Islands  and,  on  and  after  the 
effective  date  specified  in  section  219  (i.  e.,  the  date  on  which  the 
provisions  of  title  II  of  the  Social  Security  Act  are  extended  to  Puerto 
Rico),  Puerto  Rico. 
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Definition” of  11  United  States” 

Section  210  (i),  which  is  the  same  as  under  the  House  bill,  provides 
that  the  term  “United  States”  when  used  in  a  geographical  sense 
includes  the  Virgin  Islands  and,  on  and  after  the  effective  date 
specified  in  section  219,  Puerto  Rico. 

Citizen  of  Puerto  Pico 

Section  210  (j),  which  is  the  same  as  under  the  House  bill,  provides 
that  an  individual  who  is  a  citizen  of  Puerto  Rico  (but  not  otherwise 
a  citizen  of  the  United  States)  and  who  is  not  a  resident  of  the  United 
States  shall  not  be  considered,  for  the  purposes  of  section  210,  as  a 
citizen  of  the  United  States  prior  to  the  effective  date  specified  in 
section  219.  Section  210  (j)  is  designed  to  exclude  from  employment 
(prior  to  the  effective  date  specified  in  sec.  219)  services  performed 
by  such  a  citizen  of  Puerto  Rico  who  works  in  Puerto  Rico  (or  else¬ 
where  outside  the  United  States)  as  an  employee  for  an  American 
employer  (as  defined  in  sec.  210  (e)). 

Definition  of  “employee” 

Section  210  (k)  defines  the  term  “employee”  for  the  purposes  of 
title  II  of  the  Social  Security  Act.  The  existing  definition  of  employee 
(sec.  1101  (a)  (6)  of  existing  law)  is  repealed  by  section  403  (a)  of  the 
bill,  effective  with  respect  to  services  performed  after  December  31, 
1950. 

Paragraphs  (1),  (2),  and  (3)  of  the  definition  provide  separate  and 
independent  tests  for  determining  who  are  employees.  If  an  individ¬ 
ual  is  an  employee  under  any  one  of  the  paragraphs,  he  is  to  be  con¬ 
sidered  an  employee  whether  or  not  he  is  an  employee  under  the 
other  paragraphs. 

Paragraph  (1)  continues  without  change  the  present  provision 
that  any  officer  of  a  corporation  is  an  employee. 

Under  paragraph  (2)  the  usual  common-law  rules  applicable  in 
determining  the  employer-employee  relationship  are  to  be  used  to 
determine  whether  an  individual  is  an  employee.  Your  committee 
has  eliminated  the  second  sentence  of  paragraph  (2)  of  the  definition 
of  the  term  “employee”  in  the  House  bill  which  was  designed  to 
modify  the  effect  of  the  United  States  Supreme  Court’s  holding  in 
Bartels  v.  Birmingham  ((1947)  332  U.  S.  126). 

The  statutory  provisions  set  forth  in  paragraph  (3)  are  designed  to 
extend  the  definition  to  include  certain  individuals  who,  although  not 
employees  under  the  usual  common-law  rules,  occupy  substantially 
the  same  status  as  those  who  are  employees  under  such  rules. 

Paragraph  (3)  covers  individuals  in  the  following  occupational 
groups  who  perform  services  for  remuneration  under  certain  prescribed 
circumstances: 

(A)  As  an  agent-driver  or  commission-driver  engaged  in  distributing 
meat  products,  bakery  products,  or  laundry  or  dry-cleaning  services; 
or 

(B)  As  a  full-time  life  insurance  salesman. 

The  application  of  this  paragraph  of  the  definition  requires  the 
indentifying  of  the  individual  as  one  who  performs  service  in  one  of 
the  designated  occupational  groups.  If  the  services  are  not  performed 
in  one  of  the  designated  occupational  groups,  paragraph  (3)  is  in¬ 
applicable  with  respect  to  such  services.  The  language  used  in  the 


96 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  195  0 


bill  to  designate  the  respective  occupational  groups  relates  to  fields 
of  endeavor  in  which  particular  designations  are  not  necessarily  in 
universal  use  with  respect  to  the  same  service.  The  designations  are 
addressed  to  the  actual  services  without  regard  to  any  techpical  or 
colloquial  labels  which  may  be  attached  to  such  services.  The  pur¬ 
pose  in  listing  these  categories  is  not  to  define  but  to  identify  each 
occupational  group.  Thus,  a  determination  whether  services  fall 
within  one  of  the  categories  depends  upon  the  facts  of  the  particular 
situation. 

The  factual  situations  set  out  below  are  illustrative  of  some  of  the 
individuals  falling  within  each  of  the  occupational  groups  enumerated 
in  paragraph  (3)  of  the  definition.  The  mere  fact  that  an  individual 
falls  within  an  enumerated  occupational  group,  however,  does  not  in 
itself  make  such  individual  an  employee  under  this  paragraph,  unless 
the  contract  of  service  contemplates  that  substantially  all  of  the 
services  arc  to  be  performed  personally  by  such  individual,  there  is 
no  substantial  investment  by  such  individual  in  facilities  used  in  con¬ 
nection  with  the  performance  of  such  services  (other  than  the  invest¬ 
ment  in  facilities  for  transportation),  and  the  service  is  not  in  the 
nature  of  a  single  transaction. 

The  illustrative  factual  situations  are  as  follows: 

(A)  Agent-driver  or  commission-driver  engaged  in  distributing  meat 
products,  bakery  products,  or  laundry  or  dry-cleaning  services. — This 
category  includes  an  individual  who  operates  his  own  truck  or  the 
truck  of  the  company  for  which  he  performs  services,  serves  customers 
designated  by  the  company  as  well  as  those  solicited  on  his  own,  and 
whose  compensation  is  a  commission  on  his  sales  or  the  difference 
between  the  price  he  charges  his  customers  and  the  price  he  pays  to  the 
company  for  the  product  or  service. 

(B)  Full-time  lije  insurance  salesman. — Any  individual  who  is  not 
an  employee  under  the  usual  common-law  rules  and  whose  entire  or 
principal  business  activity  is  devoted  to  the  solicitation  of  life  insurance 
or  annuity  contracts  primarily  for  one  life  insurance  company  is 
deemed  to  be  an  employee  of  such  company  or  of  its  general  agent 
under  paragraph  (3)  of  the  definition.  Such  a  salesman  ordinarily 
uses  the  office  space  provided  by  the  company  or  its  general  agent, 
and  stenographic  assistance,  telephone  facilities  and  forms,  rate 
books,  and  advertising  materials  are  usually  made  available  to  him 
without  cost.  He  occupies  a  general  status  in  many  ways  comparable 
to  that  of  common-law  employees.  An  individual  who  is  engaged  in 
the  general  insurance  business  under  a  contract  or  contracts  of  service 
which  do  not  contemplate  that  the  individual’s  principal  business 
activity  will  be  the  solicitation  of  life  insurance  and  annuity  contracts 
for  one  company,  or  any  individual  who  devotes  only  part  time  to  the 
solicitation  of  life  insurance  or  annuity  contracts,  and  is  principally 
engaged  in  other  endeavors,  is  not  within  paragraph  (3)  of  the 
definition. 

In  order  for  an  individual  to  be  an  employee  under  paragraph  (3), 
the  individual  must  perform  services  for  remuneration  in  an  occupation 
falling  within  one  of  the  enumerated  groups,  and-  the  contract  of 
service  must  contemplate  that  substantially  all  the  services  to  which 
the  contract  relates  in  the  particular  designated  occupation  are  to  be 
performed  personally  by  such  individual.  However,  even  though 
this  condition  is  met,  the  individual  is  not  an  employee  within  the 
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meaning  of  paragraph  (3)  if  (a)  such  individual  has  a  substantial 
investment  in  facilities  used  in  connection  with  the  performance  of 
such  services  (other  than  the  investment  in  facilities  for  transporta¬ 
tion),  or  ( b )  the  particular  services  are  in  the  nature  of  a  single 
transaction  not  part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed. 

For  the  purposes  of  paragraph  (3)  of  the  definition,  the  term  “con¬ 
tract  of  service”  means  an  arrangement,  formal  or  informal,  under 
which  the  particular  services  are  performed.  The  requirement  that 
the  contract  of  service  shall  contemplate  that  substantially  all  of  the 
services  are  to  be  performed  personally  means  that  it  is  not  contem¬ 
plated  that  any  material  part  of  the  services  to  which  the  contract 
relates  will  be  delegated  to  any  other  person  by  the  individual  who 
undertakes  to  perform  such  services. 

In  order  for  an  individual  to  be  an  employee  under  paragraph  (3) 
of  the  definition,  he  must  not  have  a  substantial  investment  in  facilities 
used  in  connection  with  the  performance  of  such  services  (other  than 
the  investment  in  facilities  for  transportation).  The  facilities  here 
pertinent  include  equipment  and  premises  available  for  the  work  or 
enterprise  as  distinguished  from  education,  training,  and  experience, 
but  do  not  include  such  tools,  instruments,  equipment,  or  clothing  as 
are  commonly  or  frequently  provided  by  employees.  An  investment 
in  an  automobile  by  an  individual  which  is  used  primarily  for  his  own 
transportation  in  connection  with  performance  of  services  for  another 
person  lias  no  significance  under  this  paragraph  since  such  investment 
is  comparable  to  outlays  for  transportation  by  an  individual  perform¬ 
ing  similar  services  who  does  not  own  an  automobile.  Moreover, 
under  paragraph  (3),  the  investment  in  facilities  for  the  transportation 
of  the  goods  or  commodities  to  which  the  services  relate  is  to  be  ex¬ 
cluded  in  determining  the  investment  in  a  particular  case. 

If  an  individual  has  a  substantial  investment  in  facilities  of  the 
requisite  character,  he  is  not  an  employee  within  the  meaning  of 
paragraph  (3)  of  the  definition,  since  a  substantial  investment  of  the 
requisite  character  standing  alone  is  sufficient  to  exclude  the  individual 
from  the  employee  concept  under  such  paragraph. 

If  the  services  are  not  performed  as  part  of  a  continuing  relationship 
with  the  person  for  whom  the  services  are  performed,  but  are  in  the 
nature  of  a  single  transaction,  the  individual  performing  such  services 
is  not  an  employee  within  the  meaning  of  paragraph  (3)  of  the  defini¬ 
tion. 

The  House  bill  listed  six  other  occupational  groups  but  did  not  list 
a  separate  category  of  agent-driver  or  commission-driver.  Your 
committee  has  limited  the  application  of  paragraph  (3)  to  the  two 
groups  listed. 

Your  committee  has  eliminated  the  statutory  concept  set  forth  in 
paragraph  (4)  of  the  definition  of  the  term  “employee”  in  the  House 
bill. 

SELF-EMPLOYMENT  INCOME 

Section  211  of  the  Social  Security  Act,  as  amended  by  the  bill, 
defines  the  following  terms  for  the  purposes  of  title  II  of  such  act: 
“net  earnings  from  self-employment,”  “self-emplojnnent  income,’’ 
“trade  or  business,”  “partnership  and  partner,”  and  “taxable  year.” 
All  of  such  terms,  as  defined  in  section  211,  have  exactly  the  same 
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meaning  as  when  used  in  the  Self-Employment  Contributions  Act 
(subch.  E  of  ch.  1  of  the  Internal  Revenue  Code).  A  detailed  discus¬ 
sion  of  the  definitions  of  “net  earnings  from  self-employment,” 
“self-employment  income,”  and  “trade  or  business”  appears  in  the 
explanation  in  this  report  of  section  208  of  the  bill. 

It  will  be  noted,  in  connection  with  the  term  “net  earnings  from 
self-employment,”  that  income  derived  by  a  nonresident  alien  indi¬ 
vidual  from  a  trade  or  business  carried  on  within  the  United  States 
constitutes  net  earnings  from  self-employment  for  the  purposes  of 
title  II  of  the  Social  Security  Act  and  the  Self-Employment  Contribu¬ 
tions  Act,  although  no  part  of  such  net  earnings  from  self-employment 
constitutes  “self-employment  income”  as  defined  by  section  211  (b)  of 
the  Social  Security  Act  or  by  section  481  (b)  of  the  Internal  Revenue 
Code.  The  bill  provides  that  the  term  “net  earnings  from  self- 
employment”  rather  than  “self-employment  income”  is  applicable  in 
determining  whether  deductions  from  benefits  are  to  be  made.  Thus, 
a  nonresident  alien  (who  may  be  a  beneficiary)  can  suffer  a  deduction 
from  benefits  under  section  203  of  the  Social  Security  Act  as  amended, 
if  he  has  net  earnings  from  self-employment  in  excess  of  $50  in  a  month 
even  though  he  has  no  “self-employment  income.” 

CREDITING  OF  SELF-EMPLOYMENT  INCOME  TO  CALENDAR  QUARTERS 

Section  212  of  the  Social  Security  Act  as  amended  by  the  bill  pro¬ 
vides  a  method  for  crediting  self-employment  income  derived  during 
a  taxable  year  (as  defined  in  section  211  (e))  to  calendar  quarters. 
Crediting  self-employment  income  to  calendar  quarters  is  required  in 
order  to  make  possible  computations  of  an  individual’s  average 
monthly  wage  and  determinations  of  his  quarters  of  coverage,  as 
required  under  title  II  of  the  Social  Security  Act. 

Subsection  (a)  of  section  212  provides  for  the  crediting  of  self- 
employment  income  to  calendar  quarters.  Paragraph  (1)  of  subsec¬ 
tion  (a)  provides  that  self-employment  income  reported  for  a  taxable 
year  which  is  a  calendar  year  will  be  credited  equally  to  each  quarter 
of  such  calendar  year.  Paragraph  (2)  provides  that  self-employment 
income  reported  for  any  other  taxable  year  (i.  e.,  a  fiscal  year  or  a 
part  year  beginning  or  ending  within  a  calendar  year)  will  be  credited 
equally  to  the  calendar  quarter  in  which  such  taxable  year  ends  and 
to  each  of  the  three  or  fewer  preceding  quarters  any  part  of  which  is 
in  such  taxable  year.  This  differs  from  the  provision  in  the  House- 
approved  bill,  but  the  change  is  in  line  with  the  change  in  this  bill 
in  the  method  of  computing  the  average  monthly  wage. 

QUARTER  AND  QUARTER  OF  COVERAGE 

Definitions 

Section  213  (a)  of  the  Social  Security  Act  as  amended  by  the  bill 
defines  the  terms  “quarter,”  “calendar  quarter,”  and  “quarter  of 
coverage.”  As  in  the  present  law,  the  term  “quarter”  and  the  term 
“calendar  quarter”  are  defined  as  a  period  of  three  calendar  months 
ending  on  March  31,  June  30,  September  30,  or  December  31.  The 
term  “quarter  of  coverage”  refers  to  the  minimum  amount  of  wages 
which  the  individual  must  receive,  or  self-employment  income  with 
which  he  must  be  credited,  in  a  calendar  quarter  in  order  to  receive 
credit  toward  his  insured  status  for  the  period.  In  the  case  of  wages, 
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a  worker  must  receive  $50  or  more  during  a  quarter  to  be  credited  with 
a  quarter  of  coverage.  A  self-employed  individual  will  have  to  be 
credited  with  self-employment  income  of  at  least  $100  during  a  quarter 
to  have  a  quarter  of  coverage.  Under  the  House  bill,  the  amounts 
necessary  for  the  crediting  of  quarters  of  coverage  after  1949  were 
raised  to  $100  in  the  case  of  wages  and  established  at  $200  in  the  case  of 
self-employment  income. 

Under  the  bill,  as  at  present,  an  individual  will  not  be  credited  with 
a  quarter  of  coverage  for  any  quarter  after  the  quarter  in  which  he 
died;  of  course  no  quarter  may  be  treated  as  a  quarter  of  coverage 
until  the  beginning  of  such  quarter. 

The  provision  of  existing  law  which  permits  the  crediting  of  quar¬ 
ters  of  coverage  for  each  quarter  after  the  first  quarter  of  coverage 
(except  the  quarter  of  death  or  entitlement  to  primary  insurance 
benefits  and  any  quarter  thereafter)  in  any  year  in  which  the  worker’s 
total  wages  equal  or  exceed  $3,000  is  changed  for  years  after  1950. 

The  amendments  (sec.  213  (a)  (2)  (B)  (ii)  and  (iii))  will  permit  credit¬ 
ing  a  quarter  of  coverage  for  each  quarter  of  the  year  (subject  to  the 
exceptions  mentioned  in  the  preceding  paragraph),  whether  before 
or  after  the  first  earned  quarter  of  coverage,  if  the  total  of  the  indi¬ 
vidual’s  wages  and  self-employment  income  credited  for  the  year 
reach  $3,000. 

The  provisions  in  the  House  bill  relating  to  exclusion  from  quarters 
of  coverage  of  quarters  when  an  individual  is  entitled  to  disability 
benefits  have  been  eliminated  in  the  bill  as  reported  because  of  the 
omission  of  disability  benefits. 

Crediting  of  wages  paid  in  1987 

Section  213  (b)  of  the  Social  Security  Act  as  amended  by  the  bill 
retains  the  provisions  of  the  present  law  governing  determinations  of 
quarters  of  coverage  for  wages  paid  during  1937  when  wages  were 
reported  on  a  semiannual  basis.  This  is  the  same  as  section  213  (c) 
in  the  bill  as  passed  by  the  House.  The  provisions  of  section  213  (b) 
in  the  latter  bill  have  been  changed  somewhat  and  transferred  to 
section  212. 

INSURED  STATUS  FOR  PURPOSES  OF  OLD-AGE  AND  SURVIVORS  INSURANCE 

BENEFITS 

Section  214  of  the  Social  Security  Act  as  amended  by  the  bill  modi¬ 
fies  the  requirements  for  eligibility  for  old-age  and  survivors  insur¬ 
ance  benefits  to  take  account  of  the  extension  of  coverage  provided 
by  the  bill  and  to  permit  older  Workers  to  qualify  for  benefits  on  a 
more  liberal  basis  than  either  the  present  law  or  the  amendments 
approved  by  the  House.  The  special  provisions  made  in  the  House 
bill  for  persons  under  a  disability  have  been  omitted  here  since  your 
committee  has  not  included  disability  benefits. 

Fully  insured  individual 

Under  section  214  (a)  a  fully  insured  individual  may  qualify  himself 
-for  old-age  insurance  benefits,  and  his  dependents  (as  defined  in  the 
bill)  for  all  types  of  dependents’  and  survivors’  benefits.  Under  the 
present  law  (sec.  209  (g)),  an  individual  is  fully  insured  if  he  had  at 
least  one  quarter  of  coverage  for  each  two  quarters  elapsing  after  1936 
(or  after  attainment  of  age  21,  if  later)  and  before  death  or  attainment 
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of  age  65,  but  in  no  case  less  than  six  quarters  of  coverage,  or  if  he 
had  40  quarters  of  coverage.  Section  214  (a)  (1)  of  the  bill  retains 
this  requirement  for  those  individuals  who  die  prior  to  the  first  day 
of  the  second  calendar  month  following  the  month  of  enactment  of 
the  bill. 

For  individuals  who  were  living  on  the  day  specified  above,  the 
requirements  for  fully  insured  status  are  modified  so  that  an  individual 
will  be  fully  insured  if  he  had  at  least  one  quarter  of  coverage  (whether 
acquired  before  or  after  such  day)  for  each  two  of  the  quarters  elapsing 
after  1950,  or  after  the  quarter  in  which  he  attained  age  21,  if  later, 
and  up  to  hut  excluding  the  quarter  in  which  he  attained  retirement 
age  or  died,  whichever  first  occurred,  but  in  no  case  less  than  six 
quarters  of  coverage.  As  under  the  present  law,  the  number  of 
elapsed  quarters  is  reduced  by  one,  if  it  is  an  odd  number;  and  an 
individual  who  has  40  quarters  of  coverage  will  remain  fully  insured 
even  though  he  does  no  more  work  in  covered  employment. 

The  effect  of  this  change  in  the  eligibility  requirements  will  be  to 
enable  many  individuals  who  are  not  insured  under  the  present  pro¬ 
visions,  but  who  have  at  least  six  quarters  of  coverage,  to  be  fully 
insured  immediately  after  the  effective  date  of  this  provision.  Thus, 
those  individuals  who  have  six  quarters  of  coverage  and  who  are 
already  past  retirement  age  could  apply  for  and  receive  benefits 
immediately.  In  addition,  all  newly  covered  workers  age  62  or  over 
could  become  fully  insured  if  they  earned  as  few  as  six  quarters  of 
coverage  after  the  effective  date  of  coverage  extension. 

Under  the  bill  as  passed  by  the  House,  all  individuals  would  have 
had  to  meet  the  present  tests  for  fully  insured  status  or  would  have 
had  to  have  20  quarters  of  coverage  in  the  40-quarter  period  ending 
with  death  or  any  quarter  in  which  they  were  age  65  or  over.  Thus, 
the  great  majority  of  the  newly  covered  individuals  would  have  had  to 
work  for  at  least  5  years  in  covered  employment  to  acquire  fully 
insured  status. 

Currently  insured  individual 

Subsection  (b)  of  the  section  defines  the  term  "currently  insured 
individual”  to  mean  any  individual  who  had  not  less  than  6  quarters 
of  coverage  during  the  13-quarter  period  ending  with  the  quarter  in 
which  he  died  (this  continues  existing  law),  the  quarter  in  which  he 
became  entitled  to  old-age  insurance  benefits,  or  the  quarter  in  which 
he  became  entitled  to  primary  insurance  benefits  under  the  provisions 
of  the  present  law.  The  changes  made  in  this  definition  are  necessary 
because  the  payment  of  husband;s  and  widower’s  benefits  depends 
upon  whether  the  fully  insured  wife  was  currently  insured  at  the  time 
of  her  entitlement  to  old-age  insurance  benefits  or  primary  insurance 
benefits.  Without  these  changes,  her  currently  insured  status  might 
lapse  before  the  husband  files  his  application.  In  addition,  a  child  is 
deemed  dependent  on  his  mother  if  she  was  currently  insured  at  her 
death  or  entitlement  to  old-age  insurance  benefits  or  primary  insurance 
benefits.  The  House  bill  did  not  provide  for  payment  of  husband’s 
and  widower’s  benefits  or  for  deeming  a  child  dependent  on  the  mother 
under  the  circumstances  specified  in  the  preceding  sentence;  conse¬ 
quently  the  House  bill  made  no  changes  in  the  existing  definition 
(although  it  did  exclude  quarters  of  entitlement  to  the  disability 
benefits  provided  by  that  bill). 
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COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT 

Section  215  of  the  Social  Security  Act  as  amended  by  the  bill  pro¬ 
vides  the  method  of  computing  an  individual’s  primary  insurance 
amount  (from  which  old-age  and  survivors  insurance  benefits  are 
computed). 

Primary  insurance  amount 

Subsection  (a)  of  the  new  section  215  defines  an  individual’s  “prim¬ 
ary  insurance  amount.”  Paragraph  (1)  of  that  subsection  applies  to 
individuals  who  attain  age  22  after  1950  and  who  acquire  6  quarters 
of  coverage  after  that  date.  Any  such  individual  will  have  his 
primary  insurance  amoimt  computed  on  a  “new  start”  average 
monthly  wage  (defined  in  subsection  (b)).  His  primary  insurance 
amount  is  defined  as  50  percent  of  the  first  $100  of  his  new  start 
average  monthly  wage  plus  15  percent  of  the  next  $150  of  such  wage. 
If  the  individual’s  average  monthly  wage  is  $34  or  more,  the  minimum 
primary  insurance  amoimt  wall  be  $25.  If  his  average  monthly  wage 
is  less  than  $34,  his  minimum  primary  insurance  amount  will  be  $20. 
This  dual  provision  of  minimum  primary  insurance  amounts  instead 
of  a  single  minimum  will  prevent  the  payment  of  excessive  benefits  for 
very  low-paid  workers,  such  as  many  of  those  in  Puerto  Rico  and  the 
Virgin  Islands,  and  those  engaged  in  domestic  service  on  less  than  a 
full-time  basis. 

Paragraph  (2)  of  the  subsection  applies  to  individuals  who  attained 
age  22  prior  to  1951  and  acquire  at  least  6  quarters  of  coverage  after 
1950.  Any  such  individual  will  have  a  choice  of  two  methods  of 
computing  his  primary  insurance  amount.  For  him,  the  primary 
insurance  amount  will  be  computed  with  the  new-start  formula  based 
on  the  new-start  average  monthly  wage  as  provided  in  paragraph  (1) 
or,  if  it  will  yield  a  larger  amount,  it  will  be  computed  on  the  basis  of 
the  provisions  in  existing  law  for  computation  of  the  primary  insurance 
benefit  (with  certain  modifications  to  assure  to  individuals  entitled 
to  primary  insurance  benefits  under  existing  law  the  highest  benefits 
their  respective  wage  records  could  yield  in  the  month  following  the 
month  of  enactment  of  this  section)  and  then  raised  to  the  amount 
provided  for  in  the  conversion  table  (subsec.  (c)). 

Paragraph  (3)  of  the  subsection  applies  to  all  individuals  who  do  not 
acquire  6  or  more  quarters  of  coverage  after  1950.  Their  benefits  will 
be  computed  as  provided  in  existing  law  for  computation  of  the  primary 
insurance  benefit  and  then  raised  to  the  amount  provided  in  the  con¬ 
version  table.  These  individuals  will  not  have  the  option  of  using  the 
new-start  average  monthly  wage  and  new-start  formula  for  the  com¬ 
putation  of  their  primary  insurance  amount. 

These  provisions  are  completely  different  from  those  in  the  House 
bill  which  required  use  of  the  new  formula  in  that  bill  for  new  entitle¬ 
ments  and  use  of  the  conversion  table  for  persons  who  had  died  or 
received  benefits  before  the  effective  date  of  that  bill  (January  1,  1950). 

Average  monthly  wage 

Subsection  (b)  of  section  215  defines  the  “average  monthly  wage,” 
from  which  the  primary  insurance  amount  is  computed  under  para¬ 
graphs  (1)  and  (2)  of  subsection  (a)  for  individuals  who  acquired  at 
least  6  quarters  of  coverage  after  1950.  The  average  monthly  wage 
for  such  an  individual  is  the  quotient  obtained  by  dividing  the  total 
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wages  and  self-employment  income  after  his  starting  date  and  prior 
to  his  closing  date  by  the  number  of  months  elapsing  between  those 
dates.  Any  month  in  any  quarter  before  the  quarter  in  which  he 
attained  age  22  which  was  not  a  quarter  of  coverage  would  be  excluded 
from  the  elapsed  period. 

An  individual’s  starting  date  will  be  December  31,  1950,  or  the  day 
preceding  the  quarter  in  which  he  attained  age  22,  whichever  results 
in  the  higher  average  monthly  wage.  His  closing  date  will  ordinarily 
be  the  first  day  of  the  second  quarter  preceding  the  quarter  in  which 
he  died  or  became  entitled  to  old-age  insurance  benefits,  whichever 
first  occurred.  If  the  number  of  months  elapsing  after  his  starting 
date  and  prior  to  his  closing  date  as  so  determined  is  less  than  18,  his 
closing  date  will  instead  be  the  first  day  of  the  quarter  in  which  he 
died  or  became  entitled  to  old-age  insurance  benefits,  whichever  first 
occurred.  In  the  case,  however,  of  an  individual  who  died  or  became 
entitled  to  old-age  insurance  benefits  after  the  first  quarter  in  which 
he  was  both  fully  insured  and  had  attained  retirement  age,  the  closing 
date  will  be  either  the  beginning  of  such  first  quarter  or  the  closing 
date  determined  as  described  above,  whichever  results  in  the  higher 
average  monthly  wage. 

The  first  two  methods  just  described  of  determining  an  individual’s 
closing  date  are  designed  to  eliminate  the  need  for  securing  special  re¬ 
ports  from  an  individual’s  employer  of  his  wages  during  the  two  calendar 
quarters  preceding  the  quarter  in  which  he  dies  or  files  his  applica¬ 
tion  for  benefits  (commonly  known  as  the  lag  period)  except  where  a 
report  of  those  wages  is  needed  because  the  period  elapsing  between 
his  starting  date  and  closing  date  is  less  than  6  quarters.  It  is  esti¬ 
mated  that  the  administrative  savings  arising  from  this  change  will 
be  substantial.  At  the  same  time,  the  amount  of  the  individual’s 
benefit  will  be  safeguarded  by  the  provisions  for  recomputation  of 
benefits  in  section  215  (g),  under  which  the  wages  in  this  lag  period 
will  be  taken  into  account  at  a  later  date  if  their  addition  to  the  wage 
record  would  serve  to  increase  the  primary  insurance  amount.  The 
third  method  of  determining  the  closing  date  will  prevent  the  reduc¬ 
tion  of  old-age  insurance  benefits  in  cases  where  the  individual  con¬ 
tinues  to  work  after  he  attains  age  65,  but  at  a  rate  of  pay  which  will 
lower  his  average  monthly  wage.  His  benefits  wdl  be  computed  as 
of  the  time  he  was  first  fully  insured,  at  or  after  age  65,  if  that  will 
yield  a  higher  average  monthly  wage  than  the  computation  made  as 
of  the  time  he  filed  application  for  benefits  or  died,  whichever  first 
occurred.  This  is  substantially  the  same  as  the  protection  now 
afforded  such  individuals  by  section  209  (q)  of  the  present  Social 
Security  Act. 

Subsection  (b)  also  provides  that  only  self-employment  income  for 
taxable  years  ending  prior  to  the  month  of  entitlement,  or  death, 
whichever  first  occurred,  shall  be  taken  into  account  in  the  compu¬ 
tation  of  the  average  monthly  wage. 

The  provisions  of  this  subsection  are  completely  different  from  those 
approved  by  the  House. 

Determinations  made  by  use  of  conversion  table 

Subsection  (c)  (1)  of  the  section  sets  forth  the  conversion  table  to 
be  used  in  computing  the  benefits  of  individuals  who  do  not  have  as 
many  as  6  quarters  of  coverage  after  1950,  or  individuals  who  have 
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attained  age  22  prior  to  1951  and  have  6  quarters  of  coverage  acquired 
after  1950  and  for  whom  the  conversion  table  may  yield  a  higher 
benefit  than  use  of  the  new-start  formula  and  new-start  average 
monthly  wage.  Column  I  of  the  table  lists  dollar  amounts  of  primary 
insurance  benefits  (computed  as  explained  hereafter  in  the  discussion 
of  subsection  (d)).  Column  II  of  the  table  lists  the  new  primary 
insurance  amount  for  each  of  the  amounts  in  column  I.  Column  III 
lists  the  corresponding  new'  assumed  average  monthly  wage  for  the 
purpose  of  fixing  the  maximum  family  benefits. 

The  basis  of  the  table  is  similar  to  that  in  the  House  bill,  but,  in 
general,  the  primary  insurance  amount  shown  for  a  given  present 
primary  insurance  benefit  is  higher  than  that  in  the  House  bill,  while 
the  average  monthly  wage  is  virtually  the  same. 

The  table  to  be  used  is  as  follows: 


Primary  insurance  bene¬ 
fit  (as  determined 
under  subsec.  (d)) 

(I) 

Primary 

insurance 

amount 

(II) 

Assumed 
average 
monthly 
wage  for 
purpose 
of  com¬ 
puting 
maximum 
benefits 

(III) 

$10 . . . . 

$20.00 

$50. 00 

$11 _ 

22.00 

52.00 

$12 . . 

24.00 

64.00 

$13 _ 

28.00 

56.00 

$14 _ _ _ 

29.50 

59.00 

$15 . . . . 

31. 00 

62.00 

$16 _ _ _ 

32.50 

65.00 

$17 . — _ _ 

34. 00 

68.00 

$18 _ 

35.00 

70. 00 

$19 _ _ 

36.00 

72.00 

$20 . . . . 

37.00 

74.00 

$21. . . . 

38.50 

77. 00 

$22 _ 

40.50 

81.00 

$23 . . 

43.00 

86. 00 

$24 _ 

46.00 

92. 00 

$25 . . . . 

48.50 

97.00 

$26. _ _ 

50.90 

106. 00 

$27 . . 

52.40 

116.00 

$28 . . . 

53.80 

125.00 

Primary  insurance  bene¬ 
fit  (as  determined 
under  subsec.  (d)) 

(I) 

Primary 

insurance 

amount 

(II) 

Assumed 
average 
monthly 
wage  for 
purpose 
of  com¬ 
puting 
maximum 
benefits 

(III) 

$29 _ 

$55. 00 

$133.00 

$30 . . . . 

56.20 

141.00 

$31 . 

57.40 

149.00 

$32 _ _ _ _ _ 

58.60 

157. 00 

$33 . . . 

59.80 

165. 00 

$34 . . . __ 

61.00 

173. 00 

$35. . . . . 

62.20 

181.00 

$36 . . - 

63.40 

189. 00 

$37 _ 

64.40 

196. 00 

$38. _ _ 

65.50 

203. 00 

$39 _ 

66.50 

210. 00 

$40 _ _ 

67.  60 

217. 00 

$41 _ _ _ 

68.60 

224. 00 

$42 . . 

69.70 

231.00 

$43 . . 

70.  70 

238. 00 

$44 _ _ _ 

71.60 

244. 00 

$45 _ _ _ 

72.50 

250.  00 

$46 . . 

72.50 

250. 00 

So  far  as  increasing  the  benefits  of  those  individuals  now  on  the 
rolls  is  concerned,  this  method  will  permit  substantial  administrative 
savings,  in  contrast  to  an  individual  recomputation  of  benefit  amounts 
as  might  otherwise  be  necessary  to  prevent  undue  discrimination 
against  those  now  on  the  rolls  as  compared  with  those  coming  on  the 
rolls  soon  after  enactment  of  the  new  legislation.  It  will  also  assure 
that  the  increased  amount  of  benefits  will  reach  the  beneficiaries  within 
a  reasonable  time.  The  table  has  been  so  constructed  that,  on  the 
average,  benefits  derived  by  its  use  will  be  about  85  to  90  percent 
higher  than  at  present.  In  addition,  to  assure  that  individuals  attain¬ 
ing  age  22  before  1951  and  having  six  quarters  of  coverage  acquired 
after  1950  will  not  receive  old-age  insurance  benefits  under  the  new 
benefit  formula  in  the  bill  lower  than  those  they  could  have  received 
under  the  method  of  computation  in  the  present  law  plus  use  of  the 
conversion  table,  computation  of  benefits  on  both  bases  is  provided 
for  them  in  section  215  (a)  (2). 
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Paragraph  (2)  of  subsection  (c)  provides  that  when  the  table  is  to 
be  used  and  an  individual’s  primary  insurance  benefit  as  computed 
under  existing  law  falls  between  the  amounts  shown  on  any  two 
consecutive  lines  in  column  I  of  the  table  (i.  e.,  where  it  is  not  a 
multiple  of  $1),  his  primary  insurance  amount  and  average  monthly 
wage  shall  be  determined  by  regulations  which  will  yield  results 
consistent  with  those  obtained  under  the  preceding  provisions  for 
individuals  whose  primary  insurance  benefits  are  a  multiple  of  $1. 
An  example  of  how  this  subsection  would  be  applied  follows:  If  an 
individual  had  a  primary  insurance  benefit  before  the  effective  date 
of  $25.25,  his  primary  insurance  amount  after  such  date  will  be 
$49.10,  which  is  one-fourth  of  the  way  between  $48.50  (the  new 
primary  insurance  amount  for  an  individual  whose  primary  insurance 
benefit  is  $25)  and  $50.90  (the  new  primary  insurance  amount  for 
an  individual  whose  primary  insurance  benefit  is  $26).  In  such  a  case 
the  assumed  average  monthly  wage  for  the  purpose  of  computing 
maximum  monthly  benefits  after  the  effective  date  will  be  $99.25, 
which  is  one-fourth  of  the  way  between  $97  (the  assumed  average 
monthly  wage  of  an  individual  whose  primary  insurance  benefit  is  $25) 
and  $106  (the  assumed  average  monthly  wage  of  an  individual 
whose  primary  insurance  benefit  is  $26).  The  provision  for  reducing 
the  average  monthly  wage,  if  it  is  not  a  multiple  of  $1,  to  the  next 
lower  multiple  of  $1  (sec.  215  (e)  (2)  of  the  Social  Security  Act  as 
amended  by  the  bill)  does  not  apply  to  the  assumed  average  monthly 
wage  since  column  III  of  the  table  states  specifically  that  the  amounts 
therein  are  the  ones  which  will  be  applied  for  purposes  of  section 
203  (a)  of  the  Social  Security  Act  as  amended  by  the  bill.  Further¬ 
more,  since  the  individual  benefits,  as  distinguished  from  the  average 
monthly  wage,  which  are  not  a  multiple  of  $0.10,  are  to  be  rounded 
to  the  next  higher  multiple  of  $0.10  (pursuant  to  sec.  215  (h)  of  the 
Social  Security  Act  as  amended  by  the  bill),  the  primary  insurance 
amount  will  be  $49.10  for  an  individual  who  has  a  primary  insurance 
benefit  falling  within  the  range  of  $25.22  to  $25.25,  both  inclusive; 
and  for  all  such  cases  the  assumed  average  monthly  wage,  for  the 
purpose  of  computing  the  maximum  monthly  benefits  payable  on 
the  same  wage  record,  will  be  $99.25. 

Primary  insurance  benefits  for  purposes  oj  conversion  table 

Section  215  (d)  sets  forth  the  method  of  computing  the  primary 
insurance  benefit  of  individuals  whose  primary  insurance  amount  is 
to  be  obtained  through  use  of  the  conversion  table.  Like  the  other 
provisions  for  computation  of  benefits,  these  provisions  differ  from 
those  adopted  by  the  House  of  Representatives. 

Paragraph  (1)  of  the  subsection  provides  that,  in  the  case  of  an 
individual  who  was  entitled  to  a  primary  insurance  benefit  under  the 
existing  Social  Security  Act  for  the  first  month  following  the  month  in 
which  the  new  section  215  is  enacted,  his  primary  insurance  benefit, 
except  as  provided  in  paragraph  (2)  of  the  subsection,  shall  be  his 
benefit  under  present  law. 

Paragraph  (2)  provides  that  any  beneficiary  to  whom  paragraph  (1) 
is  applicable  and  who  is  a  World  War  II  veteran  or  who  rendered 
services  for  wages  of  $15  or  more  in  the  first  month  following  the  month 
of  enactment,  shall  have  his  primary  insurance  benefit  recomputed 
automatically.  The  recomputation  will  be  made  as  provided  in  sec- 
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tion  209  (q)  of  the  present  Social  Security  Act,  except  that,  if  he  is  a 
World  War  II  veteran,  the  recomputation  is  to  be  made  after  inclusion 
of  wage  credits  on  account  of  military  service  under  section  217  (a)  of 
the  act  as  amended  by  the  bill.  If  the  recomputed  amount  is  larger 
than  the  benefit  to  which  he  was  previously  entitled,  that  larger 
amount  will  be  the  primary  insurance  benefit  to  be  used  in  column  I 
of  the  conversion  table.  If  it  is  not,  the  primarjT  insurance  benefit 
prior  to  the  recomputation  will  be  used.  As  indicated  above,  the 
effect  of  this  paragraph  is  to  base  the  individual’s  increased  primary 
insurance  amount  on  the  highest  primary  insurance  benefit  his  wage 
record  could  yield  on  the  effective  date  of  the  new  section. 

Paragraph  (3)  of  the  new  section  215  (d)  provides  that,  in  the  case 
of  any  individual  who  died  prior  to  the  second  month  following  the 
month  of  enactment  of  the  section,  the  primary  insurance  benefit  is 
to  be  computed  as  under  present  law,  except  that  for  veterans  of 
World  War  II  the  provisions  of  the  new  section  217  (a)  (relating  to 
wage  credits  for  World  War  II  service)  are  to  be  applicable  instead 
of  section  210  of  the  present  law  (relating  to  presumed  average  monthly 
wage  of  $160  per  month  for  veterans  dying  within  3  years  after  dis¬ 
charge),  if  it  yields  a  larger  benefit. 

Paragraph  (4)  sets  forth  the  conditionsTfor7eomputation  of  the 
primary  insurance  benefit  for  all  other  individuals  who  may  have 
their  benefits  computed  under  the  conversion  table.  Their  primary 
insurance  benefits  for  purposes  of  the  conversion  table  would  be 
computed  as  provided  in  existing  law,  but  with  certain  exceptions. 
For  such  individuals  the  starting  date  for  computation  of  the  average 
monthly  wage  will  be  December  31,  1936.  As  under  present  law, 
months  in  calendar  quarters  before  the  individual  attained  age  22 
which  were  not  quarters  of  coverage  would  not  be  counted  in  the 
elapsed  period.  Also,  self-employment  income  would  be  taken  into 
account  but  only  for  taxable  years  ending  before  the  month  of  en¬ 
titlement  or  death,  whichever  first  occurred.  For  purposes  of  the 
computation,  the  date  on  which  the  individual  became  entitled  to 
old-age  insurance  benefits  would  be  deemed  to  be  the  date  he  became 
entitled  to  primary  insurance  benefits.  In  order  to  provide  primary 
insurance  benefits  comparable  to  those  of  individuals  now  on  the 
benefit  rolls,  those  individuals  whose  primary  insurance  benefits  are 
computed  under  this  paragraph  would  be  given  the  1 -percent  incre¬ 
ment  provided  in  section  209  (e)  (2)  of  the  present  Social  Security  Act, 
but  only  with  respect  to  calendar  years  prior  to  1951.  In  making 
the  computation,  the  provisions  of  section  215  (e)  in  the  bill,  excluding 
certain  wages  and  sell-employment  income,  would  be  applicable. 

Certain  wages  and  self-employment  income  not  to  be  counted 

Section  215  (e)  provides  that,  in  computing  any  individual’s 
average  monthly  wage,  there  shall  not  be  counted,  in  the  case  of  any 
calendar  year  after  1950,  the  excess  over  $3,000  of  the  sum  of  the  wages 
paid  to  him  and  the  self-employment  income  derived  by  him.  This 
is  comparable  to  the  provision  of  the  present  act  for  not  counting  the 
excess  over  $3,000  of  wages  in  any  year.  The  House  bill  provided  a 
maximum  of  $3,600. 

The  subsection  also  provides  for  the  rounding  of  the  average  monthly 
wage.  The  average  monthly  wage  (except  where  computed  for  the 
purpose  of  fixing  maximum  benefits  under  the  conversion  table),  if 
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not  a  multiple  of  $1,  is  to  be  reduced  to  the  next  lower  multiple  of  $1. 
This  provision  was  adopted  by  the  House.  Also  in  the  House  bill  it 
was  provided  that  if  the  total  of  an  individual’s  wages  paid  in  and  self- 
employment  income  credited  to  any  calendar  year  was  not  a  multiple 
of  $1,  it  was  to  be  reduced  to  the  next  lower  multiple  of  $1 ;  this  is  not 
in  the  committee  bill.  It  has  been  eliminated  because  it  would  not 
under  the  benefit  formula  adopted  by  your  committee  produce  any 
administrative  savings,  as  it  would,  have  under  the  benefit  formula 
adopted  by  the  House. 

Average  monthly  wage  jor  computing  maximum  benefits 

Section  215  (f)  is  applicable  to  individuals  who  have  a  choice  of 
computing  their  primary  insurance  amount  either  under  the  new-start 
formula  and  new-start  average  monthly  wage  or  under  existing  law 
and  the  conversion  table  (i.  e.,  individuals  who  attained  age  22  prior 
to  1951  and  have  acquired  at  least  6  quarters  of  coverage  after  1950). 
No  matter  which  of  the  two  alternative  methods  is  used  to  determine 
the  primary  insurance  amount  of  any  such  individual,  he  can  use,  for 
the  purpose  of  determining  the  maximum  of  the  benefits  payable  on 
his  wage  record,  the  average  monthly  wage  derived  under  the  other 
method  if  it  is  larger.  However,  in  practically  every  instance  the 
same  method  will  be  used  for  determining  both  the  primary  insurance 
amount  and  the  average  monthly  wage. 

Recomputation  oj  benefits 

Section  215  (g)  defines  the  conditions  under  which  an  individual’s 
primary  insurance  amount  will  be  recomputed  to  provide  higher  bene¬ 
fits  on  the  basis  of  wages  or  self-employment  income  not  included  in 
the  original  computation  or  in  previous  recomputations. 

Paragraph  (1)  of  this  subsection  permits  recomputation  of  benefit 
amounts  only  as  provided  in  the  succeeding  paragraphs,  except  that 
the  primary  insurance  amount  of  a  World  War  II  veteran  who  dies 
after  the  calendar  month  following  the  month  of  enactment  and  before 
July  27,  1954,  is  to  be  recomputed  in  accordance  with  the  provisions 
of  section  217  (b)  of  the  Social  Security  Act  as  amended  by  the  bill. 
This  provision  was  also  in  the  bill  as  passed  by  the  House. 

Paragraph  (2)  permits  a  recomputation  of  an  old-age  insurance 
benefit,  upon  application  by  the  beneficiary  to  take  account  of  wages 
paid  to  and  self-employment  income  derived  by  the  individual  since 
his  last  computation  or  recomputation,  but  only  if,  because  of  the 
receipt  of  wages  or  self-employment  income,  he  has  earned  six  quar¬ 
ters  of  coverage  after  1950  and  before  the  calendar  quarter  in  which 
he  requests  the  recomputation,  and  his  benefits  have  been  subject 
to  deduction  under  section  203  (b)  (1)  or  (2)  for  12  months  within  a 
period  of  36  months  occurring  after  the  month  following  the  month 
of  enactment  and  after  his  last  recomputation.  This  provision  is 
designed  to  avoid  frequent  recomputations  which  would  result  in 
negligible  increases  in  benefits  at  a  disproportionate  administrative 
cost.  An  individual’s  benefit  will  be  recomputed  only  under  the  new 
formula  (sec.  215  (a)  (1)) ;  it  will  not  be  recomputed  under  the  formula 
in  existing  law  and  then  run  through  the  conversion  table.  Only 
such  wages  and  self-employment  income  will  be  considered  as  would 
have  been  used  under  the  new  formula  if  the  application  for  recom¬ 
putation  were  considered  an  original  application  for  benefits.  The 
new  benefit  amount  will  become  effective  as  of  the  month  of  applica- 
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tion  for  recomputation.  The  restriction  of  recomputations  under  this 
paragraph  to  persons  who  acquire  at  least  six  quarters  of  coverage 
after  1950  did  not  appear  in  the  comparable  provision  adopted  by 
the  House. 

Paragraph  (3)  provides  (in  subpar.  (A))  for  recomputation,  upon 
application  by  the  old-age  insurance  beneficiary  6  months  or  more 
after  the  month  of  his  entitlement,  to  take  into  account  wages  and 
self-employment  income  before  the  quarter  in  which  he  became  en¬ 
titled,  which  were  omitted  from  the  initial  computation.  If  the  re¬ 
computed  benefit  is  larger,  the  excess  is  payable  retroactively  to  the 
month  of  entitlement,  and  the  larger  benefit  amount  is  payable  from 
and  after  the  month  of  filing  the  application  for  recomputation.  This 
provision  will  prevent  any  loss  of  benefit  income  which  might  other¬ 
wise  result  because,  under  subsection  (b)  of  section  215,  the  last  two 
quarters  before  entitlement  are  generally  not  included  in  the  original 
computation  in  order  to  save  administrative  expenses. 

The  paragraph  provides  (in  subpar.  (B))  also  for  a  similar  recom¬ 
putation  of  the  primary  insurance  amount  of  an  individual  who  died 
after  the  month  following  the  month  of  enactment,  upon  the  filing  of 
an  application  at  least  6  months  after  such  death  or  after  the  deceased's 
entitlement  to  old-age  insurance  benefits,  whichever  first  occurs,  by 
a  survivor  entitled  to  monthly  benefits  on  the  deceased’s  record.  This 
recomputation  is  likewise  to  be  made  in  order  to  take  account  of  wages 
paid  and  self-employment  income  derived  before  the  quarter  in  which 
the  individual  died  or,  if  earlier,  became  entitled  to  old-age  insurance 
benefits,  since  these  amounts  are  generally  omitted  from  the  initial 
computation.  Such  recomputation  will  not  affect  the  amount  of  the 
lump-sum  death  payment,  but  the  larger  benefit  amount  for  the 
survivors  will  be  effective  retroactively  through  the  month  in  which 
the  survivor  who  filed  the  application  for  recomputation  became 
entitled  to  benefits  on  the  deceased’s  wage  record. 

These  provisions  were  not  included  in  the  House  bill. 

Paragraph  (4)  provides  for  a  recomputation,  in  certain  cases,  of 
the  primary  insurance  amount  upon  which  survivors  benefits  or  a 
lump-sum  death  payment  is  based  when  an  individual  entitled  to 
old-age  insurance  benefits  dies.  Except  for  cases  covered  by  the 
preceding  paragraph  (subpar.  (B)  of  par.  (3)),  this  recomputation 
may  be  made  only  if  the  deceased  individual  would,  upon  application 
in  the  month  of  his  death,  have  been  entitled  to  a  recomputation 
under  paragraph  (2)  (because  his  benefits  were  subject  to  deductions 
in  12  out  of  the  last  36  months  on  account  of  his  earnings),  or  if  he 
had  been  paid  compensation  for  employment  under  the  Railroad 
Retirement  Act  which  is  treated  as  wages  under  title  II  of  the  Social 
Security  Act  for  purposes  of  survivors  benefits.  If  the  recomputation 
is  permitted  for  the  first  reason,  it  will  be  made  as  though  the  individual 
had  applied  for  it  under  such  paragraph  (2)  in  the  month  in  which  he 
died,  except  that  any  compensation  for  employment  under  the  Rail¬ 
road  Retirement  Act  paid  him  before  the  closing  date  applicable  to 
such  computation  will  be  included.  If  the  recomputation  is  permitted 
for  the  second  reason  (receipt  of  railroad  compensation),  it  will 
include  only  the  wages  and  self-employment  income  considered  in 
the  last  previous  computation  of  his  primary  insurance  amount  and 
any  railroad  compensation  paid  to  the  individual  before  the  closing 
date  applicable  to  such  computation.  If  any  such  individual  could 
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have  had  his  benefits  computed  originally  either  under  the  new 
formula  or  under  the  old  one  with  the  conversion  table  adjustment, 
whichever  of  these  two  methods  is  more  beneficial  will  be  used  in  the 
recomputation.  If  a  recomputation  is  permitted  for  both  the  first 
and  second  reasons,  only  the  recomputation  which  results  hi  the  larger 
primary  insurance  amount  will  be  made. 

Except  for  the  parts  of  this  paragraph  relating  to  the  alternative 
methods  of  computing  the  primary  insurance  amount,  which  are 
appropriate  to  the  new  provisions  of  the  bill  as  reported,  this  para¬ 
graph  is  similar  to  that  adopted  by  the  House. 

Paragraph  (5)  prevents  any  recomputation  from  reducing  benefits 
otherwise  payable.  No  recomputation  is  to  be  effective  unless  it 
results  in  a  higher  primary  insurance  amount.  If  it  does  result  in  a 
higher  primary  insurance  amount  but  happens  to  result  in  a  lower 
average  monthly  wage,  the  lowering  of  such  wage  will  not  be  effective 
for  purposes  of  the  maximum  on  family  benefits  payable  on  the  same 
wage  record  (sec.  203  (a)  of  the  Social  Security  Act).  This  provision 
was  also  in  the  bill  as  passed  by  the  House. 

Rounding  oj  benefits 

Section  215  (h)  of  the  Social  Security  Act  as  amended  by  the  bill 
provides,  as  did  the  House  bill,  that  any  monthly  benefit  which,  after 
reduction  under  the  applicable  section  of  the  Social  Security  Act 
(sec.  203  (a)),  is  not  a  multiple  of  $0.10,  shall  be  raised  to  the  next 
higher  multiple  of  $0.10. 


OTHER  DEFINITIONS 

Retirement  age 

Section  216  (a)  defines  “retirement  age”  as  age  65.  This  makes  no 
change  in  existing  law;  it  is  inserted  only  for  convenience  in  reference. 
It  was  also  contained  in  the  House  bill. 

Wife 

Section  216  (b)  makes  a  small  change  in  the  definition  of  “wife.” 
Under  existing  law,  an  individual  is  considered  to  be  the  wife  of  a 
primary  beneficiary  only  if  she  has  been  married  to  him  for  at  least 
36  calendar  months  before  the  month  in  which  her  application  is  filed 
unless  she  is  the  mother  of  his  son  or  daughter.  The  bill  changes  this 
time  limit  to  3  years.  The  change  eliminates  anomalies  which  have 
arisen  as  between  couples  married  early  in  one  month  and  those  mar¬ 
ried  late  in  the  preceding  month.  The  same  provision  was  in  the  bill 
as  passed  by  the  House. 

Widow 

Section  216  (c)  amends  the  definition  of  “widow”  in  several  respects. 
Under  existing  law  a  woman,  to  be  considered  a  widow  of  an  insured 
individual,  must  be  the  mother  of  his  son  or  daughter  or  must  have 
been  married  to  him  for  not  less  than  12  calendar  months  before  the 
month  in  which  he  died.  For  the  reasons  stated  above  in  connection 
with  the  change  in  the  definition  of  “wife,”  the  time  period  is  changed 
to  1  year.  In  addition,  this  subsection  (as  amended)  provides  that, 
if  a  widow  had  legally  adopted  her  husband’s  son  or  daughter  before 
that  child  attained  age  18,  or  if  she  and  her  husband  together  had 
legally  adopted  a  child  under  age  18,  she  need  not  have  been  married 
to  him  for  a  year  before  his  death  to  qualify  for  benefits. 
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The  bill  as  reported  and  the  bill  as  passed  by  the  House  are  identical 
on  this  matter. 

Former  wife  divorced 

Section  216  (d)  adds  a  new  definition,  “former  wife  divorced,”  which 
is  used  (in  sec.  202  (g)  and  sec.  203  (b)  of  the  Social  Security  Act  as 
amended  by  the  bill)  with  reference  to  mother’s  insurance  benefits.  A 
woman  divorced  from  a  deceased  individual  is  considered  to  be  a  for¬ 
mer  wife  divorced  only  if  she  meets  one  of  the  following  conditions: 
(1)  She  is  the  mother  of  his  son  or  daughter,  (2)  she  legally  adopted 
his  son  or  daughter  while  she  was  married  to  him  and  while  such  son  or 
daughter  was  under  18,  or  (3)  she  was  married  to  the  deceased  individ¬ 
ual  at  the  time  both  of  them  legally  adopted  a  child  under  18. 

There  are  no  differences  between  the  bill  as  reported  and  the  House 
bill  on  this  matter. 

Child 

Section  216  (e)  amends  the  definition  of  “child”  to  correspond  with 
the  change  made  for  “wife,”  so  that  the  time  required  to  establish  a 
parent-child  relationship,  in  cases  of  adopted  children  or  stepchildren, 
is  expressed  in  terms  of  years  rather  than  of  months.  A  further  change 
permits  the  adopted  child  of  a  deceased  individual  to  qualify  as  a  child 
without  regard  to  the  length  of  time  elapsing  after  the  adoption  and 
before  the  adopting  parent’s  death. 

Again,  this  provision  is  the  same  as  that  contained  in  the  House  bill. 

Husband 

Section  216  (f)  adds  a  new  definition,  “husband,”  because  of  the 
addition  of  benefits  for  dependent  husbands.  This  provision  did  not 
appear  in  the  bill  as  passed  by  the  House.  The  definition  of 
“husband”  is  comparable  to  that  of  “wife”  and  provides  that  to  be  a 
“husband”  a  man  must  be  either  the  father  of  the  woman  worker’s 
son  or  daughter  or  have  been  married  to  her  for  at  least  3  years  before 
filing  his  application  for  benefits. 

Widower 

Section  216  (g)  adds  a  new  definition,  “widower,”  to  effectuate  the 
provision  for  benefits  for  dependent  widowers  of  insured  women 
workers.  This  provision  also  did  not  appear  in  the  House  bill.  To 
be  a  “widower,”  a  man  must  be  the  surviving  husband  of  the  woman 
and  have  been  married  to  her  for  at  least  a  year  before  her  death 
unless  he  was  the  father  of  her  son  or  daughter  or,  while  married  to 
her,  he  had  legally  adopted  her  son  or  daughter  who  was  under  the 
age  of  18,  or  they  had  both  legally  adopted  a  child  under  age  18 
while  they  were  married.  These  provisions  make  the  definition  of 
widower  comparable  to  that  of  widow. 

Determination  of  family  status 

Section  216  (h)  continues  the  provisions  in  sections  209  (m)  and 
(n)  of  the  existing  Social  Security  Act  for  determining  when  an 
individual  is  the  wife,  widow,  child,  or  parent  of  an  insured  indi¬ 
vidual  and  when  a  wife  or  widow  is  considered  as  living  with  her 
husband.  In  addition,  because  of  the  other  changes  approved  by 
your  committee  but  not  in  the  House  bill,  this  section  provides  for 
determining  when  a  man  is  the  husband  or  widower  of  an  insured 
woman  and  sets  up  a  provision  for  determining  if  a  husband  or 
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widower  was  living  with  his  wife.  The  conditions  are  the  same  as 
those  for  the  wife  or  widow. 

EFFECTIVE  DATES  OF  SECTIONS  209  TO  216,  INCLUSIVE,  OF  THE  SOCIAL 
SECURITY  ACT  AS  AMENDED  BY  SECTION  104  OF  THE  BILL 

Section  104  (b)  of  the  bill  provides  that  the  amendment  made  by 
section  104  (a)  will,  with  certain  exceptions,  take  effect  January  i, 
1951.  The  new  requirements  for  insured  status  (sec.  214  of  the 
amended  act),  the  new  benefit  computations  (sec.  215  of  the  amended 
act),  and  the  new  definitions  in  section  216  (wife,  etc.)  are  effective 
in  the  case  of  applications  for  monthly  benefits  filed  after  the  date 
of  enactment  of  the  bill  for  months  beginning  with  the  second  month 
after  that  in  which  such  enactment  occurs.  These  changes  are  effec¬ 
tive  for  lump-sum  death  payments  only  if  death  occurred  after  the 
month  following  the  month  of  enactment  of  the  bill.  Thus,  if  an 
individual  dies  before  the  beginning  of  the  second  calendar  month 
following  the  month  of  enactment,  the  right  of  any  of  his  survivors 
to  benefits  will  be  determined  under  the  provisions  of  the  Social 
Security  Act  before  amendment  by  this  bill.  The  amount  of  such 
benefits  will  also  be  determined  generally  in  accordance  with  existing 
law,  but  after  such  determination  the  amounts  thereof  for  months 
after  the  effective  date  will  be  increased  by  the  conversion  table  in 
section  215  (c). 

WORLD  WAR  II  VETERANS 

Section  105  of  the  bill  adds  a  new  section  217  to  the  Social  Security 
Act,  which  replaces  the  present  section  210  guaranteeing  temporary 
survivor  protection  to  certain  World  War  II  veterans.  The  new 
section  provides  veterans  with  wage  credits  for  World  War  II  military 
service,  and  continues  without  change  or  extension  the  survivor 
protection  now  provided  under  section  210. 

Paragraph  (1)  of  subsection  (a)  of  section  217  would  provide  World 
V\  ar  II  veterans  (including,  with  certain  minor  exceptions,  individuals 
who  died  in  service)  with  wage  credits  of  $160  for  each  month  any  part 
of  which  was  spent  in  military  or  naval  service  during  World  War  II 
except  where  the  military  service  has  been  credited  toward  a  benefit 
payable  under  the  civil  service,  railroad,  military  or  other  Federal 
retirement  or  similar  system  (other  than  a  benefit  determined  by  the 
Veterans’  Administration  to  be  payable  by  it).  The  wage  credits 
would  be  used  in  determining  the  monthly  benefits  payable  to  a  veteran 
and  his  dependents,  or  to  his  survivors,  for  any  month  after  the  first 
month  following  the  month  in  which  section  217  is  enacted,  and  in 
determining  the  lump-sum  death  payment  payable  to  the  survivors 
of  a  veteran  who  dies  after  the  first  month  following  the  month  in 
which  the  section  is  enacted.  The  subsection  would  not  apply  to 
any  benefit  or  payment  if  (1)  a  larger  benefit  or  payment  would  be 
payable  without  its  application,  or  (2)  if  another  Federal  benefit 
(other  than  a  lump-sum  payment  which  is  not  a  commutation  of  or 
a  substitute  for  periodic  payments)  based  in  whole  or  in  part  on  active 
V  orld  W  ar  II  military  or  naval  service,  other  than  a  benefit  deter¬ 
mined  by  the  Veterans’  Administration  to  be  payable  by  it,  is  payable. 

Paragraph  (2)  of  subsection  217  (a)  contains  provisions  for  carrying 
out  the  provision  of  paragraph  (1)  that  the  subsection  is  inapplicable 
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where  another  Federal  benefit,  other  than  one  determined  by  the 
Veterans’  Administration  to  be  payable  by  it,  is  payable.  The  Civil 
Service  Commission  would  act  as  a  clearing  house  for  the  various  Fed¬ 
eral  systems,  and  the  Federal  Security  Administrator  would  deal  only 
with  the  Commission.  The  provisions  are  substantially  the  same  as 
those  now  in  section  210  for  effectuating  cooperation  between  the 
Veterans’  Administration  and  the  Federal  Security  Administrator. 
The  Federal  Security  Administrator  would  report  to  the  Civil  Service 
Commission  cases  in  which  old-age  and  survivors  insurance  benefits, 
based  in  whole  or  in  part  upon  World  War  II  military  or  naval  serv¬ 
ice,  are  determined  to  be  payable.  The  Commission  would  ascertain 
whether  in  such  cases  another  Federal  benefit  is  payable,  and  would 
notify  the  Federal  Security  Administrator  if  it  finds  that  such  other 
benefit  is  payable.  Payments  certified  by  the  Federal  Security  Ad¬ 
ministrator  before  the  receipt  of  such  notification  would  not  be  con¬ 
sidered  erroneous  and  adjustments  would  be  made  against  the  amount 
of  the  payments  accrued  on  account  of  such  other  Federal  benefit. 

Paragraph  (3)  of  subsection  217  (a)  provides  that  the  various  Fed¬ 
eral  agencies  which  pay  benefits  based  in  whole  or  in  part  on  World 
War  II  military  or  naval  service  shall  certify  to  the  Civil  Service  Com¬ 
mission  the  information  the  Commission  needs  to  cany  out  its  func¬ 
tions  under  paragraph  (2). 

Subsection  (b)  is  included  so  as  to  carry  over  into  the  amended  law, 
with  appropriate  changes  to  take  account  of  other  amendments  to  the 
Social  Security  Act  made  by  the  bill,  the  provisions  for  the  special 
3-year  survivor  protection  for  veterans  under  section  210  of  the  pres¬ 
ent  Social  Security  Act. 

Paragraph  (1)  of  this  subsection  provides  that  the  veterans  to 
whom  it  applies,  and  who  die  within  3  years  after  separation  from 
service,  will  be  deemed  to  have  died  fully  insured  with  an  average 
monthly  wage  of  $160.  The  existing  method  of  computing  benefits 
(with  the  increase  provided  through  the  conversion  table)  would 
apply.  For  purposes  of  the  increment  under  section  209  (e)  (2)  the 
the  veteran  would  be  deemed  to  have  been  paid  the  required  amount 
of  wages  in  each  year  (through  1950)  in  which  he  had  30  days  or  more 
of  wartime  military  or  naval  service.  The  paragraph  further  pro¬ 
vides  that  subsection  (b)  will  not  apply  (1)  if  a  larger  benefit  or  pay¬ 
ment  would  be  payable  without  it,  (2)  if  pension  or  compensation  is 
determined  by  the  Veterans’  Administration  to  be  payable  because 
of  the  veteran’s  death,  (3)  if  the  veteran  died  in  service,  or  (4)  if  he 
was  discharged  or  released  from  military  or  naval  service  after  July  26, 
1951.  These  provisions  are  the  same  as  those  now  contained  in 
section  210. 

Paragraph  (2)  of  the  subsection  contains  provisions  substantially 
identical  with  those  now  in  section  210  for  effectuating  cooperation 
between  the  Veterans’  Administration  and  the  Federal  Security  Ad¬ 
ministrator  in  order  to  carry  out  the  provision  in  paragraph  (1)  that 
the  subsection  is  inapplicable  where  veterans’  benefits  are  payable. 

Subsection  (c)  of  the  new  section  217  provides  that  the  parent  of  a 
World  War  II  veteran  to  whom  subsection  (a)  is  applicable  shall  have 
at  least  until  July  1951  to  file  proof  of  support.  Proof  of  support  is 
ordinarily  required  to  be  filed  by  the  parent  within  2  years  after  the 
wage  earner’s  death,  as  a  condition  of  eligibility  for  parents’  benefits. 
Parents  of  veterans  who  died  more  than  2  years  before  the  enactment 
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date  of  the  bill  could  therefore  not  become  eligible  for  benefits  on  the 
basis  of  wage  credits  provided  by  the  new  section  217  (a)  unless  some 
extension  of  time  for  filing  is  given. 

Subsection  (d)  contains  definitions  to  be  used  for  purposes  of  section 
217.  Paragraph  (1)  defines  “World  War  II”  as  the  period  beginning 
with  September  16,  1940,  and  ending  at  the  close  of  July  24,  1947. 
(September  16,  1940,  is  the  enactment  date  of  the  Selective  Training 
and  Service  Act  of  1940;  July  25,  1947,  is  the  date  set  as  the  termina¬ 
tion  of  World  War  II  by  Public  Law  239,  80th  Cong.,  for  purposes  of 
the  present  sec.  210  of  the  Social  Security  Act.) 

Paragraph  (2)  defines  a  “World  War  II  veteran”  as  any  person  who 
served  in  the  active  military  or  naval  service  during  World  War  II, 
and  who,  if  discharged,  was  discharged  under  conditions  other  than 
dishonorable  either  after  90  days  of  service  or  because  of  a  service- 
connected  disability.  It  does  not,  however,  include  any  individual 
whose  death  while  in  the  active  military  or  naval  service  was  inflicted 
(other  than  by  an  enemy  of  the  United  States)  as  lawful  punishment 
for  a  military  or  naval  offense. 

An  important  change  made  by  your  committee  from  section  217  in 
the  House  bill  is  the  provision  that  military  wage  credits  will  not  be 
given  under  subsection  (a)  when  Federal  benefits  (other  than  benefits 
determined  by  the  Veterans’  Administration  to  be  payable  by  it)  based 
in  whole  or  part  on  World  War  II  military  or  naval  service  are  payable. 
Benefits  based  on  section  217  (b),  the  continuation  of  the  present  sec¬ 
tion  210,  would  in  all  cases  be  computed  under  the  benefit  formula  in 
the  present  law  (with  the  conversion  table  increase).  The  House  bill 
provided  for  using  the  new  formula  in  some  cases.  Also  of  impor¬ 
tance,  under  the  committee  bill,  the  cost  of  the  section  217  benefits 
would  be  paid  from  the  trust  fund,  with  no  reimbursement  from  the 
general  funds  of  the  Treasury.  The  House  bill  provided  that  the  costs 
would  be  paid  from  the  general  funds  of  the  Treasury. 

COVERAGE  OF  STATE  AND  LOCAL  EMPLOYEES 

Section  106  of  the  bill  would  add  to  the  Social  Security  Act  a  new 
section  218,  under  which  the  protection  of  the  old-age  and  survivors 
insurance  program  could  be  extended  to  employees  of  States  and  their 
political  subdivisions  and  instrumentalities  by  means  of  agreements 
negotiated  between  the  States  and  the  Federal  Security  Administrator. 

Purpose  of  agreement 

Section  218  (a)  provides  that  the  Federal  Security  Administrator 
shall  enter  into  an  agreement  at  the  request  of  a  State  for  the  purpose 
of  extending  old-age  and  survivors  insurance  coverage  to  the  em¬ 
ployees  of  the  State  or  of  any  political  subdivision  or  instrumentality 
of  the  State.  The  agreement  is  to  include  such  provisions,  not 
inconsistent  with  those  specified  in  the  bill,  as  the  State  may  request. 
The  subsection  also  provides  that,  notwithstanding  the  general 
exclusions  of  agricultural  labor,  domestic  service,  or  service  performed 
by  a  student,  such  service  may  be  covered  (at  the  option  of  the  State) 
if  it  is  included  under  an  agreement. 

Definitions 

Section  218  (b)  defines  certain  significant  terms  used  in  the  section. 

Paragraph  (1)  provides  that  the  term  “State”  shall  not  include  the 
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District  of  Columbia.  As  a  consequence,  no  agreement  could  be  made 
with  the  District.  Agreements  could  be  made,  however,  for  covering 
the  employees  of  Territorial  and  local  governments  in  Hawaii,  Alaska, 
and  the  Virgin  Islands,  and  also  (subject  to  the  provisions  of  sec.  219) 
in  Puerto  Rico. 

Paragraph  (2)  defines  “political  subdivision”  to  include  instru¬ 
mentalities  of  the  State,  of  a  political  subdivision,  or  of  any  combina¬ 
tion  of  the  foregoing. 

Paragraph  (3)  defines  “employee”  to  include  an  officer  of  a  State 
or  political  subdivision. 

Paragraph  (4)  defines  “retirement  system”  as  “any  pension,  annu¬ 
ity,  retirement,  or  similar  fund  or  system”  established  by  a  State  or 
political  subdivision.  The  definition  of  “State-wide  retirement 
system”  included  in  the  House  bill  is  not  needed  since  no  employees 
in  positions  covered  by  any  retirement  system  may  be  covered  by  an 
agreement. 

Paragraph  (5)  defines  “coverage  group”  primarily  for  purposes  of 
subsection  (c),  which  governs  the  coverage  of  groups  which  may  be 
included  in  or  excluded  from  an  agreement.  Your  committee  has 
designated  four  coverage  groups  to  which  coverage  may  be  extended : 
(A)  Employees  of  the  State  other  than  those  engaged  in  performing 
service  in  connection  with  a  proprietary  function,  (B)  employees  of 
a  political  subdivision  of  a  State  other  than  those  engaged  in  perform¬ 
ing  service  in  connection  with  a  proprietary  function,  (C)  employees 
of  a  State  engaged  in  performing  service  in  connection  with  a  single 
proprietary  function,  or  (D)  employees  of  a  political  subdivision  of 
a  State  engaged  in  performing  service  in  connection  with  a  single 
proprietary  function.  If  an  employee  would  be  included  in  more 
than  one  coverage  group  by  reason  of  the  fact  that  he  performs  service 
in  connection  with  two  or  more  proprietary  functions  or  in  connection 
with  both  a  proprietary  function  and  a  nonproprietary  function,  he 
will  be  included  in  only  one  such  coverage  group.  The  determination 
of  which  coverage  group  such  an  employee  will  be  included  in  will 
be  made  in  such  manner  as  may  be  specified  in  the  agreement. 

Paragraph  (5)  makes  several  significant  changes  from  the  paragraph 
in  the  bill  as  passed  by  the  House.  In  the  latter,  which  permitted 
coverage  of  employees  covered  by  a  retirement  system  under  certain 
conditions  (specified  in  subsec.  (d)  in  that  bill),  a  State-wide  retirement 
system  constituted  a  separate  coverage  group.  The  complete  exclu¬ 
sion  of  employees  covered  by  any  retirement  system  makes  such  a 
coverage  group  unnecessary.  On  the  other  hand,  the  bill  as  reported 
establishes  a  separate  coverage  group  for  any  employees  engaged  in 
the  performance  of  a  single  proprietary  function. 

Services  covered 

Subsection  (c)  of  section  218  of  the  Social  Security  Act  as  amended 
by  the  bill  specifies  the  services  which  may  be  covered  by  an  agreement 
or  modification  of  an  agreement. 

Paragraph  (1)  requires  an  agreement  to  cover  any  one  or  more  cover¬ 
age  groups  designated  by  the  State. 

Paragraph  (2)  provides  that  if  any  employees  of  a  coverage  group 
are  to  be  covered  by  an  agreement,  then  all  employees  in  that  coverage 
group  (except  for  certain  classes  which  may  be  excluded  pursuant  to 
paragraphs  (3)  or  (5)  of  subsec.  (c)  or  pursuant  to  subsec.  (d)) 
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must  be  included  under  the  agreement.  This  provision  is  necessary 
to  protect  the  system  from  adverse  selection. 

Paragraph  (3)  of  subsection  (c)  permits  the  State  to  exclude  from 
the  agreement  all  services  in  any  class  or  classes  of  elective  or  part- 
time  jobs,  or  jobs  compensated  on  a  fee  basis,  in  any  coverage  group. 
The  State  would  also  be  permitted  to  exclude  any  services  of  an  emer¬ 
gency  nature. 

Paragraph  (4)  gives  the  State  the  right  to  have  the  agreement 
amended  to  cover  additional  coverage  groups  or  services  not  previously 
covered,  so  long  as  the  extension  is'consistent  with  the  other  provisions 
of  the  section. 

Paragraph  (5)  permits  the  State  to  exclude  from  any  coverage  group 
agricultural  labor,  domestic  service,  or  service  performed  by  a  student, 
if  such  service  would  be  excluded  from  compulsory  coverage  under  the 
act  if  performed  for  an  employer  other  than  a  governmental  unit. 

Paragrapn  (6)  prevents  the  agreement  from  applying  to  any  services 
performed  in  a  hospital,  home,  or  other  institution  by  a  patient  or 
inmate  thereof  or  any  services  performed  by  an  individual  in  a  work 
relief  or  other  program  designed  to  relieve  him  from  unemployment. 

Exclusion  oj  positions  covered  by  retirement  systems 

Section  218  (d)  provides  that  services  performed  by  employees  as 
members  of  any  coverage  group  in  positions  covered  by  a  retirement 
system  on  the  date  a  coverage  agreement  is  made  applicable  to  the 
coverage  group  may  not  be  included  under  the  agreement.  Thus,  if 
any  members  of  a  coverage  group  are  in  positions  under  a  retirement 
system  when  the  group  is  brought  under  an  agreement,  employees  in 
those  positions  cannot  subsequently  be  brought  under  the  agreement 
even  though  their  retirement  system  should  be  discontinued. 

This  provision  is  in  substitution  for  section  218  (d)  of  the  House 
bill  which  provided  that  positions  under  retirement  systems  might  be 
included  in  original  agreements  or  modifications  of  agreements  if  a 
referendum  was  held  within  a  specified  period  among  employees  in 
and  adult  beneficiaries  of  the  system  and  not  less  than  two-thirds  of 
the  voters  in  the  referendum  favored  inclusion. 

Payments  and  reports  by  States 

Section  218  (e)  requires  the  State  to  agree  to  pay  amounts  equiva¬ 
lent  to  the  sum  of  the  employee  and  employer  taxes  which  would  be 
imposed  under  sections  1400  and  1410  of  the  Internal  Revenue  Code 
if  the  services  covered  under  the  agreement  constituted  employment 
under  section  1426  of  such  code.  It  also  requires  the  State  to  agree  to 
comply  with  regulations,  relating  to  payments  and  reports,  prescribed 
by  the  Administrator  to  cany  out  the  purposes  of  the  section. 

Effective  date  oj  agreement 

Section  218  (f)  provides  that  an  agreement  or  modification  of  an 
agreement  may  be  made  effective  on  a  date  specified  in  the  agreement. 
However,  no  agreement  or  modification  could  be  effective  prior  to 
January  1,  1951,  or  except  for  an  agreement  or  modification  agreed  to 
prior  to  January  1,  1953,  prior  to  the  calendar  year  in  which  it  was 
consummated.  This  latter  exception  to  the  general  rule  for  agree¬ 
ments  or  changes  made  prior  to  1953  is  intended  to  give  the  States 
sufficient  time  to  negotiate  the  agreements  in  the  early  days  of  the 
new  program  without  unduly  penalizing  their  employees  under  the 
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eligibility  and  benefit-computation  provisions  of  the  system  because 
of  unavoidable  delay  in  this  process. 

Termination  of  agreement 

Section  218  (g)  specifies  the  conditions  under  which  an  agreement 
may  be  terminated. 

Paragraph  (1)  authorizes  the  State  to  terminate  an  agreement  in  its 
entirety  or  with  respect  to  any  coverage  group.  However,  an  agree¬ 
ment  cannot  be  terminated  in  its  entirety  until  the  agreement  has 
been  in  effect  for  at  least  5  years,  nor  can  it  be  terminated  for  any 
coverage  group  until  the  affected  group  has  been  covered  for  at  least 
5  years.  Furthermore,  any  such  termination  would  be  conditioned 
upon  the  receipt  by  the  Administrator,  after  the  end  of  the  5-year 
period,  of  2  years’  advance  notice  in  writing.  Consequently,  the 
minimum  duration  of  an  agreement  would  be  7  years,  and  the  min¬ 
imum  period  of  coverage  for  a  single  coverage  group  (as  long  as  the 
agreement  itself  remained  in  effect)  would  also  be  7  years. 

Paragraph  (2)  would  direct  the  Administrator  to  terminate  an 
agreement  in  its  entirety,  or  with  respect  to  any  coverage  group,  if  it 
appeared,  after  reasonable  notice  and  opportunity  for  hearing,  that 
the  State  had  failed,  or  was  not  able  legally,  to  comply  substantially 
with  the  terms  of  the  agreement.  The  agreement  would  be  terminated 
in  its  entirety  if  the  lack  of  compliance  affected  all  the  services  covered 
under  the  agreement;  otherwise  only  those  coverage  groups  affected 
would  have  their  coverage  terminated.  The  Administrator  might 
give  the  State  as  long  as  2  years  to  rectify  the  deficiency.  If  the  State 
failed  to  do  so,  the  termination  would  be  effected. 

Paragraph  (3)  provides  that  if  an  agreement  with  a  State  is  termi¬ 
nated  in  its  entirety  no  agreement  with  such  State  may  be  made  again. 
If  the  termination  affects  only  particular  groups,  those  groups  may 
not  again  be  included  under  an  agreement.  This  restriction  is  neces¬ 
sary  to  protect  the  insurance  trust  fund  from  excessive  drains  caused 
by  movement  into  and  out  of  the  system. 

Deposits  in  trust  fund;  adjustments 

Section  218  (h)  specifies  that  all  payments  received  by  the  Secre¬ 
tary  of  the  Treasury  under  State  agreements  shall  be  deposited  in  the 
trust  fund.  Overpayments  or  underpayments  of  amounts  due  would 
be  adjusted,  without  interest,  in  accordance  with  regulations  prescribed 
by  the  Administrator.  Where  overpayments  cannot  be  adjusted  in 
this  manner  the  amounts  overpaid  will  be  paid  out  of  the  trust  fund  to 
the  State. 

Regulations 

Section  218  (i)  provides  that  the  regulations  of  the  Administrator 
under  the  section  shall  be  designed  to  make  the  requirements  imposed 
on  the  States  similar,  so  far  as  practicable,  to  requirements  imposed  on 
employers  under  subchapters  A  and  E  of  chapter  9  of  the  Internal 
Revenue  Code  and  title  II  of  the  Social  Security  Act. 

Failure  to  make  payments 

Section  218  (j)  establishes  penalties  for  failure  by  a  State  to  pay  the 
amounts  due  under  the  agreement  on  time.  Interest  at  the  rate  of  6 
percent  per  annum  would  be  added  where  the  State  did  not  make  pay¬ 
ments  when  due.  In  addition,  the  Administrator  might  deduct  the 
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amount  of  such  delinquent  payments,  plus  interest,  from  grants  to  the 
State  under  any  other  provision  of  the  Social  Security  Act;  for  example, 
matching  grants  for  public  assistance.  The  amounts  so  deducted  are 
to  be  deemed  to  have  been  paid  to  the  State  under  that  other  provision, 
and  are  appropriated  to  the  trust  fund.  A  purely  teclmical  change 
has  been  made  in  this  provision  as  it  appeared  in  the  House  bill. 

Instrumentalities  oj  two  or  more  States. 

Section  218  (k)  provides  that,  at  the  request  of  any  instrumentality 
of  two  or  more  States,  the  Federal  Security  Administrator  may  enter 
into  an  agreement  with  that  instrumentality  for  coverage  of  its  em¬ 
ployees.  As  far  as  practicable,  such  an  agreement  must  conform  to 
the  other  provisions  of  the  section. 

Delegation  oj  junctions 

Section  218  (1)  authorizes  the  Administrator,  pursuant  to  agreement 
with  the  head  of  any  Federal  agency,  to  delegate  any  of  his  functions 
under  the  section  to  any  officer  or  employee  of  that  agency,  or  to  utilize 
the  services  and  facilities  of  that  agency  in  the  administration  of  the 
section.  The  purpose  of  this  provision  is  to  enable  the  Federal 
Security  Administrator  to  delegate  routine  duties  in  connection  with 
the  securing  of  wage  records  and  similar  functions.  The  expenses 
incurred  by  the  agency  whose  services  or  facilities  are  utilized  would 
be  paid  in  advance  or  by  way  of  reimbursement,  as  might  be  agreed 
upon. 

EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO 

Section  107  of  the  bill,  which  is  the  same  as  section  108  under  the 
House  bill,  adds  a  new  section  219  (sec.  221  under  the  House  bill) 
to  the  Social  Security  Act  which  provides  that  Puerto  Rico  will  be 
covered  under  title  II  of  the  Social  Security  Act  if  the  Governor 
certifies  to  the  President  of  the  United  States  that  the  Puerto  Rican 
Legislature  has  adopted  a  concurrent  resolution  to  the  effect  that  it 
desires  coverage.  Coverage  of  Puerto  Rico  would  be  effective  on 
January  1  of  the  first  calendar  year  begimiing  more  than  90  days  after 
receipt  by  the  President  of  the  Governor’s  certification. 

RECORDS  OF  WAGES  AND  SELF-EMPLOYMENT  INCOME 

Section  108  of  the  bill  makes  a  number  of  technical  amendments  in 
section  205  of  the  Social  Security  Act  and  is  intended  principally  to 
clarify  the  statute  of  limitations  in  the  present  act  which  governs  the 
circumstances  under  which  corrections  or  changes  may  be  made  in 
earnings  records  maintained  by  the  Administrator.  Except  as  other¬ 
wise  noted,  your  committee  concurs  in  the  provisions  adopted  by  the 
House  in  this  section. 

Because  of  the  addition  of  benefits  for  a  husband,  widower,  and 
former  wife  divorced  (sec.  202  (c),  (f),  and  (g)  of  the  Social  Security 
Act),  section  108  (a)  of  the  bill  provides  for  adding  such  individuals  to 
the  persons  listed  in  section  205  (b)  of  the  Social  Security  Act  who  are 
to  be  given  a  hearing  by  the  Administrator  on  any  decision  he  makes 
which  may  prejudice  their  rights.  The  addition  of  husband  and 
widower  were,  of  course,  not  made  in  the  House  bill. 

Section  108  (b)  of  the  bill  revises  section  205  (c)  of  the  act  in  several 
respects,  including  changes  necessary  to  provide  for  maintaining  rec- 
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ords  of  earnings  of  self-employed  persons.  Paragraph  (1)  of  the  revised 
205  (c)  includes  definitions  of  “year”  and  of  “time  limitation”  for  con¬ 
venience  of  reference  and  because  of  certain  necessary  differences 
between  the  reporting  of  wages  and  self-employment  income.  The 
“time  limitation”  is  coordinated  with  the  corresponding  limitation  in 
the  Internal  Revenue  Code  on  the  withholding  of  taxes.  A  definition 
of  “survivor”  is  included  to  simplify  references  throughout  the  sub¬ 
section. 

The  term  “year”  is  defined  as  a  calendar  year  in  the  case  of  wages 
and  a  taxable  year  in  the  case  of  self-employment  income.  (The 
House  bill  used  the  term  “accounting  period”  instead  of  “year”.  As 
used  in  that  bill,  the  term  meant  a  calendar  quarter  for  wages  and  a 
taxable  year  for  self-employment  income.) 

The  term  “time  limitation”  is  defined  as  3  years,  2  months,  and  15 
days,  a  change  from  the  provisions  approved  by  the  House.  The 
change  was  made  in  order  to  conform  the  statute  of  limitations  on 
changes  in  the  Administrator’s  records  with  the  new  statute  of  limita¬ 
tions  in  the  Internal  Revenue  Code.  The  term  “survivor”  is  defined 
to  mean  a  spouse,  former  wife  divorced,  child  or  parent  who  survives 
the  wage-earner  or  self-employed  person. 

Paragraphs  (2)  and  (3)  of  the  revised  section  205  (c)  continue  the 
provisions  of  existing  law  as  now  contained  in  section  205  (c)  (1)  of 
the  Social  Security  Act  and  make  such  provisions  applicable  to  self- 
employment  income.  They  direct  the  Administrator  to  establish  and 
maintain  records  of  the  earnings  of  individuals  and,  upon  request,  to 
inform  them,  their  survivors,  or  their  agents  designated  in  writing,  of 
the  amounts  in  such  records.  They  also  make  the  records  evidence  of 
the  earnings  of  individuals  and  the  absence  of  entries  for  any  period 
evidence  that  no  wages  were  paid  or  self-employment  income  derived 
during  such  period. 

The  addition  of  the  agent  of  an  individual  designated  in  wilting  to 
the  class  of  those  who  may  obtain  information  about  such  individual’s 
record  did  not  appear  in  the  bill  as  passed  by  the  House. 

Paragraph  (4)  states  the  conditions  under  which  the  Administrator’s 
records  may  be  revised.  Prior  to  the  expiration  of  the  time  limitations, 
the  Administrator  may  revise  his  records  if  any  error  in  them  is  brought 
to  his  attention.  This  is  the  same  as  existing  law.  Changes,  however, 
have  been  made  in  the  provisions  relating  to  the  effect  of  the  records 
and  to  the  revisions  which  may  be  made  in  them  after  the  expiration 
of  the  time  limitations.  As  changed,  the  provisions  relating  to  the 
Administrator’s  records  after  the  time  limitation  provide  that,  after 
the  expiration  of  the  time  limitation  following  a  year,  (1)  the  amounts 
of  wages  or  self-employment  income  as  shown  on  the  records  for  any 
period  in  that  year  shall  be  conclusive;  (2)  the  absence  of  any  entry 
in  the  records  as  to  the  wages  alleged  to  have  been  paid  by  an  employer 
during  any  period  in  that  year  shall  be  presumptive  evidence  that  no 
wages  were  paid  to  the  individual  by  such  employer  during  such 
period;  and  (3)  the  absence  of  an  entry  as  to  self-employment  income 
in  that  year  is  conclusive  unless  it  is  shown  that  a  tax  return  of  such 
income  was  filed  before  the  expiration  of  the  time  limitation  following 
the  year.  However,  certain  corrections  are  specifically  permitted 
after  the  end  of  the  time  limitation. 

The  presumption  that  no  wages  were  paid  an  individual  by  an 
employer  in  any  period  in  the  absence  of  an  entry  of  such  wages  in  the 
records  may  be  overcome  by  proof  that  the  wages  had  been  paid. 
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Where  no  entry  of  self-employment  income  appears  on  the  records 
and  it  is  shown  that  a  tax  return  was  filed  by  the  individual  within 
the  time  limitation,  the  Administrator  is  required  to  enter  upon  the 
record  the  self-employment  income  for  such  year. 

The  present  provision  of  205  (c)  (3)  of  the  Social  Security  Act,  per¬ 
mitting  revision  of  the  records  after  the  time  limitation  if  the  Adminis¬ 
trator  was  on  notice  of  an  error  before  the  end  of  the  period,  is  deleted. 
Determination  of  what  constitutes  “notice”  has  proved  administra¬ 
tively  cumbersome.  Instead  paragraph  (5)  of  section  205  (c)  as  re¬ 
vised  by  the  bill  authorizes  corrections  after  the  time  limitation  if  an 
application  for  monthly  benefits  or  a  lump-sum  death  payment  is  filed 
within  the  time  limitation  and  no  final  decision  has  been  made  on  it,  or 
if  a  written  request  for  a  revision  of  the  records  is  made  within  the 
time  limitation;  but  no  such  revision  may  be  made  after  final  decision 
upon  such  application  or  upon  such  request. 

In  addition,  the  conditions  under  which  the  Administrator  may 
correct  his  records  after  the  end  of  the  time  limitation,  even  though  no 
application  for  benefits  or  revision  was  filed  within  the  period,  are 
expanded  in  ways  designed  to  correct  certain  anomalies  occurring 
under  existing  law.  The  revised  section  205  (c)  would  permit  revision 
after  the  end  of  the  time  limitation — 

(1)  To  correct  any  mechanical,  clerical,  or  other  errors  apparent  on 
the  face  of  the  records. 

(2)  To  transfer  items  to  or  from  records  of  the  Railroad  Retirement 
Board,  if  such  items  were  reported  to  the  wrong  agency. 

(3)  To  delete  or  reduce  any  items  entered  through  fraud. 

(4)  To  conform  the  Administrator’s  records  with  specified  tax 
returns  or  informational  statements  filed  with  the  Commissioner  of 
Internal  Revenue.  However,  in  the  case  of  a  tax  or  information  return 
in  respect  of  self-employment  income  filed  after  the  end  of  the  time  limi¬ 
tation  following  the  taxable  year,  corrections  of  the  Administrator’s 
records  will  not  be  made  except  to  include  self-employment  income  for 
such  year  in  an  amount  not  in  excess  of  the  amount  (if  any)  which  has 
been  deleted  (after  the  end  of  the  time  limitation)  as  payments  errone¬ 
ously  included  in  such  records  as  wages  paid  to  such  individual  during 
such  taxable  year.  This  prohibition  against  entries  with  respect  to 
self  employment  income  after  the  end  of  the  time  limitation  applies  not 
only  to  cases  in  which  the  individual  voluntarily  files  a  tax  return,  but 
also  to  cases  in  which  the  Commissioner  asserts  an  underpayment  of 
the  self-employment  tax. 

(5)  To  correct  errors  resulting  from  the  employer’s  reporting  of 
wages  for  an  incorrect  period,  or  from  his  reporting  wages  for  one 
individual  under  the  name  and  account  number  of  another  individual, 
or  similar  errors  in  the  report  of  self-employment  income.  (This  is 
an  addition  to  the  provision  approved  by  the  House.) 

(6)  To  include  wages  paid  by  an  employer  to  an  individual  during 
any  period  in  a  year  where  there  is  a  complete  absence  of  any  entry 
in  the  records  of  wages  having  been  paid  by  such  employer  during 
such  period. 

(7)  To  enter  certified  items  transferred  by  the  Railroad  Retirement 
Board  in  cases  in  which  survivors  benefits  under  the  Social  Security 
Act  are  to  be  based  on  a  combination  of  social-security  wages  and 
railroad  compensation. 
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Paragraph  (6)  of  the  revised  section  205  (c)  continues  the  require¬ 
ment  in  existing  law  that  written  notice  of  any  deletion  or  reduction 
of  wages  be  given  to  the  individual  whose  record  is  involved  where  he 
has  previously  been  notified  by  the  Administrator  of  his  wages  for 
the  period  involved.  Notice  of  a  deletion,  or  reduction  of  self- 
employment  income  is  required  to  be  given  to  the  individual  involved 
in  all  cases  because  such  individuals,  having  made  out  their  own 
returns,  have  notice  of  the  amount  of  self-employment  income  that 
should  be  shown  on  the  records.  An  individual’s  survivor  is  also  to 
be  notified  of  any  deletion  or  reduction  if  either  the  individual  or  the 
survivor  has  previously  been  notified  of  the  amount  of  wages  and 
self-employment  income  appearing  on  the  Administrator’s  records  for 
the  period  involved. 

Paragraph  (7)  of  the  revised  section  205  (c)  gives  the  Administrator 
discretion  to  prescribe  the  period,  after  any  change  or  refusal  to  change 
his  records,  within  which  an  individual  or  his  survivor  may  be  granted 
a  hearing  upon  request.  Under  the  present  law,  the  hearing  must  be 
requested  before  the  running  of  the  time  limitation  or  within  60  days 
thereafter.  Thus  some  individuals  have  a  very  long  period  within 
which  to  make  a  request  while  other  individuals  have  no  opportunity 
to  request  a  hearing.  Under  the  amendment,  the  Administrator  will 
have  the  authority  to  establish  reasonable  and  equitable  regulations 
governing  the  period  within  which  a  hearing  must  be  requested. 

Paragraph  (8)  continues  existing  law  providing  for  judicial  review 
(as  provided  in  sec.  205  (g)  of  the  Social  Security  Act)  of  the  Adminis¬ 
trator’s  decision  under  section  205  (c). 

Except  as  indicated  above  the  amendments  of  section  205  (c)  of  the 
Social  Security  Act  in  the  bill  as  reported  are  the  same  in  substance 
as  those  in  the  bill  as  passed  by  the  House. 

Section  108  (c)  of  the  bill  further  amends  section  205  of  the  Social 
Security  Act  by  the  addition  of  two  new  subsections.  These  deal 
with  special  problems  arising  out  of  extension  of  coverage  to  certain 
Federal  employees  and  the  necessity  for  continuing  the  provisions  of 
existing  law  for  the  coordination  between  survivors  benefits  under  the 
Social  Security  Act  and  the  Railroad  Retirement  Act. 

Subsection  (c)  of  the  House-approved  bill  would  have  added  a  new 
subsection  (o)  to  section  205  of  the  Social  Security  Act,  providing  for 
giving  employees  of  nonprofit  organizations  only  half  wage  credits  if 
the  organization  did  not  waive  its  tax  exemption  under  section  1410 
of  the  Internal  Revenue  Code.  This  provision  has  been  omitted  as 
unnecessary  in  view  of  the  changes  made  by  your  committee  in  the 
coverage  of  employees  of  nonprofit  organizations. 

The  new  subsection  (o)  in  the  bill  as  reported  provides  that  if  no 
person  exists  who  could,  upon  application,  become  entitled  to  a 
monthly  survivors  annuity  under  section  5  of  the  Railroad  Retire¬ 
ment  Act  of  1937,  or  to  a  lump-sum  payment  under  subsection  (f)  (1) 
of  that  section,  with  respect  to  the  death  of  an  employee  (as  defined 
in  such  act),  railroad  compensation  shall  be  counted  on  the  same 
basis  as  old-age  and  survivors  insurance  wages  or  self-employment 
income  in  determining  the  rights  of  the  employee’s  survivors  to  a  lump¬ 
sum  death  payment  or  to  monthly  survivors  benefits  under  the  Social 
Security  Act.  The  subsection  would  not  permit  transfer  of  compen¬ 
sation  credited  by  reason  of  military  service  where  the  employee  is 
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credited  with  wages  under  title  II  of  the  Social  Security  Act  for  such 
service  for  the  same  period  of  time.  This  section,  like  the  new  sec¬ 
tion  202  (1)  provided  for  in  section  101  (a)  of  the  bill,  is  necessary  to 
continue  the  existing  coordination  of  survivors  benefits  under  the 
railroad  retirement  and  old-age  survivors  insurance  programs. 

The  House  bill  provided  that  railroad  compensation  would  not  be 
used  unless  it  was  to  the  claimant’s  advantage.  (Under  the  com¬ 
mittee’s  bill  it  could  be  to  his  disadvantage  only  if  the  compensation 
is  low  in  amount  and  is  credited  for  periods  prior  to  attainment  of 
age  22.)  This  provision  appears  to  give  survivors  of  workers  who 
participated  in  both  programs  an  advantage  over  the  survivors  of 
workers  who  participated  in  only  the  old-age  and  survivors  insurance 
program — an  advantage  which  presumably  was  not  intended.  It  is 
also  an  advantage  which  is  not  accorded  to  participants  of  both  pro¬ 
grams  under  existing  law.  The  bill  as  reported,  therefore,  omits  this 
provision.  In  other  respects  the  two  bills  are  identical  on  this  matter. 

Paragraph  (1)  of  the  new  subsection  (p)  provides  that  the  Federal 
Security  Administrator  shall  not  make  determinations  as  to  employ¬ 
ment  or  wages  with  respect  to  service  in  the  employ  of  the  United 
States  or  its  wholly  owned  instrumentalities,  but  shall  accept  the 
determinations  of  the  head  of  the  appropriate  Federal  agency  or 
instrumentality.  This  provision  represents  an  extension  of  present 
provisions  of  title  II  of  the  Social  Security  Act  applicable  to  services 
for  the  Maritime  Commission  and  the  Bonneville  Power  Adminis¬ 
trator.  Heads  of  agencies  or  instrumentalities  are  authorized  by 
paragraph  (2)  to  make  necessary  certifications  to  the  Federal  Security 
Administrator  with  respect  to  services  under  their  jurisdiction.  Para¬ 
graph  (3)  makes  the  subsection  applicable  to  service  in  certain  activi¬ 
ties  conducted  by  an  instrumentality  of  the  United  States  subject  to 
the  jurisdiction  of  the  Secretary  of  Defense  (such  as  post  exchanges) 
and  designates  the  Secretary  of  Defense  as  the  head  of  such  instru¬ 
mentalities  for  the  purposes  of  the  title. 

This  provision  is  the  same  as  that  contained  in  the  House  bill. 

Effective  dates 

Section  108  (d)  of  the  bill  provides  that  the  amendments  made  by 
subsections  (a)  and  (c)  shall  take  effect  on  the  first  day  of  the  second 
calendar  month  following  the  month  of  enactment  of  the  bill.  The 
amendments  made  by  subsection  (b)  (relating  to  the  statute  of 
limitations  on  changes  in  the  Administrator’s  records)  will  be  effective 
January  1,  1951,  but  provision  is  made  for  enabling  the  surviving 
husband  and  former  wife  divorced  of  an  individual  to  obtain  informa¬ 
tion  as  to  the  individual’s  record  on  the  same  basis  as  a  surviving 
wife,  on  and  after  the  date  the  new  widower’s  and  mother’s  insurance 
benefits  go  into  effect. 

MISCELLANEOUS  AMENDMENTS 

Section  109  of  the  bill  makes  several  changes  of  a  technical  nature 
in  the  remaining  provisions  of  title  II  of  the  Social  Security  Act. 

Since  States  entering  into  agreements  with  the  Federal  Security 
Administrator  for  coverage  of  State  and  local  employees  are  required 
(under  the  new  sec.  218  of  the  Social  Security  Act)  to  pay  amounts 
equivalent  to  the  employer  and  employee  taxes  to  the  Secretary  of  the 
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Treasury,  provision  is  made  for  including  such  amounts  as  part  of  the 
trust  fund  (sec.  201  (a)). 

The  time  for  the  filing  of  the  annual  report  of  the  Board  of  Trustees 
of  the  trust  fund  has  been  moved  from  the  first  day  of  each  regular 
session  of  the  Congress  to  March  1  of  each  year  in  order  to  give  the 
Board  the  additional  time  which  experience  has  shown  it  needs  in  order 
to  assemble  the  data  required  for  this  report  (sec.  201  (b)). 

Although  the  Board  of  Trustees  is  now  required  to  submit  an  annual 
report  to  the  Congress,  there  is  no  authorization  to  have  this  report 
printed.  It  is  therefore  necessary  each  year  to  pass  a  resolution 
authorizing  the  printing  of  this  report,  in  order,  among  other  things, 
to  obtain  a  sufficient  number  of  printed  copies  for  the  Members  and 
the  staff  of  the  Congress.  Section  109  of  the  bill  would  amend  the 
applicable  provisions  of  the  Social  Security  Act  so  as  to  authorize  the 
printing  of  the  annual  report  as  a  House  document  (sec.  201  (b)). 

In  order  to  facilitate  the  operations  of  the  Board  of  Trustees  of  the 
trust  fund,  the  bill  would  amend  the  Social  Security  Act  so  as  to 
designate  the  Commissioner  for  Social  Security  of  the  Federal  Security 
Agency  as  secretary  of  the  board  (sec.  201  (b)).  The  board  would 
also  be  given  the  additional  function  of  recommending  improvements 
in  administrative  procedures  and  policies  (sec.  201  (b)).  Under  the 
bill,  as  passed  by  the  House,  the  Board’s  additional  function  would 
have  been  that  of  recommending  administrative  procedures  and 
policies  designed  to  effectuate  the  proper  coordination  of  the  social 
insurances. 

The  bill  would  eliminate  from  provisions  relating  to  the  trust  fund 
the  authorization  to  appropriate  to  it  from  the  general  funds  of  the 
Treasury  such  additional  sums  as  may  be  required  to  finance  the 
benefits  and  payments  provided  by  the  insurance  program. 

This  section  of  the  bill  would  also  do  what  has  already  been  accom¬ 
plished  in  effect  by  the  Reorganization  Plan  of  1946  by  changing 
all  references  to  the  Social  Security  Board  in  title  II  of  the  Social 
Security  Act  to  the  Federal  Security  Administrator.  In  addition, 
references  in  title  II  to  the  Federal  Insurance  Contributions  Act  (the 
short  title  of  the  Internal  Revenue  Code  provisions  relating  to  collec¬ 
tion  of  taxes  for  the  old-age  and  survivors  insurance  program)  have 
been  changed  to  subchapter  A  of  chapter  9  and  subchapter  E  of  chapter 
1  of  the  Internal  Revenue  Code  in  order  to  avoid  confusion  and  to 
include  the  new  provisions  of  the  code  relating  to  the  collection  of 
taxes  from  the  self-employed. 

Paragraph  (2)  of  section  109  (a)  of  the  bill  relates  to  that  portion  of 
section  201  (a)  of  the  Social  Security  Act  which  appropriates  to  the 
trust  fund  amounts  equivalent  to  100  per  centum  of  the  taxes  received 
under  the  Federal  Insurance  Contributions  Act  and  covered  into  the 
Treasury.  The  purpose  of  this  amendment  is  only  to  simplify  the 
accounting  and  collection  processes  required  for  determining  the 
amounts  appropriated  to  the  trust  fund.  Under  the  proposed 
amendment,  such  amounts  will  be  determined  by  reference  to  the 
taxes  on  the  total  taxable  wages  and  self-employment  income  reported 
for  tax  purposes,  rather  than  by  reference  to  the  sum  of  the  collec¬ 
tions  of  such  taxes.  Under  the  proposed  amendment,  the  amount 
appropriated  will  be  determined  under  the  present  method  with 
respect  to  taxes  deposited  into  the  Treasury  by  collectors  of  internal 
revenue  before  January  1,  1951.  However,  after  that  date  and  for 
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an  additional  period  of  2  years  ending  with  the  close  of  1952,  collec¬ 
tors  of  internal  revenue  will  be  required  to  continue  to  account 
separately  for  collections  of  such  taxes  which  had  been  assessed  but 
not  collected  before  January  1,  1951.  It  is  believed  that  after  1952 
the  uncollected  portion  of  such  outstanding  assessments  will  be  so 
small  as  not  to  justify  the  administrative  cost  of  separately  accounting 
therefor. 

The  appropriation  will  be  determined  after  December  31,  1950, 
under  a  new  system  that,  except  as  noted  above,  avoids  the  present 
requirement  that  collectors  of  internal  revenue  separately  account  for 
such  taxes  and  deposit  such  taxes  into  the  Treasury  under  separate 
accounting  classifications.  Under  this  new  system,  the  schedule  on  the 
tax  returns  that  shows  the  taxable  wages  paid  will,  as  at  present,  be 
transferred  by  the  Commissioner  of  Internal  Revenue  to  the  Federal 
Security  Administrator,  and  a  similar  transfer  of  information  will  be 
made  with  respect  to  returns  showing  the  self-employment  income. 
With  respect  to  such  wages  reported  to  the  Commissioner  after  Decem¬ 
ber  31,  1950  (either  on  returns,  or  if  some  other  system  of  payment  is 
prescribed  under  section  1420  (c)  of  the  Internal  Revenue  Code,  on 
such  other  report  as  the  Commissioner  requires  to  be  furnished  under 
such  section),  and  with  respect  to  the  self-employment  income  reported 
to  the  Commissioner  on  tax  returns  after  December  31,  1950,  the 
Administrator  will  certify  to  the  Secretary  of  the  Treasury  from  time 
to  time  the  totals  of  such  wages  and  such  self-employment  income  for 
the  various  periods  for  which  such  returns  or  other  reports  are  made. 
The  Secretary  will  apply  the  proper  rates  of  tax  under  the  Federal 
Insurance  Contributions  Act  (social  security  taxes)  and  under  the 
Self-Employment  Contributions  Act  (self-employment  tax)  to  such 
totals,  and  the  amount  of  the  appropriation  to  the  trust  fund  is  to 
be  100  per  centum  of  the  amount  so  determined.  For  example,  the 
Commissioner  will  transmit  to  the  Administrator  the  schedules  from 
all  social  security  tax  returns  filed  January  31,  1951,  showing  wages 
paid  during  the  last  quarter  of  1950.  Assume  that  the  Administrator 
thereafter  certifies  that  a  total  of  $x  of  taxable  wa?es  was  reported 
on  sucn  returns.  The  oecretary,  by  applying  the  percent  rate  of 
section  1400  and  tue  1%  percent  rate  of  section  1410  determines  an 
amount  equal  to  3  percent  of  $x.  The  amount  so  determined  is 
appropriated  and  transferred  from  the  general  fund  of  the  Treasury 
to  the  trust  fund.  Similarly,  if  delinquent  returns  and  other  tax 
reports  obtained  during  August,  1952,  show  that  $y  of  previously 
unreported  wages  were  paid  during  some  quarter  of  1950  (the  taxes 
with  respect  to  which  were  not  assessed  before  January  1,  1951),  the 
Secretary  will  determine  an  amount  equal  to  3  percent  (the  sum  of 
the  applicable  rates  under  the  Federal  Insurance  Contributions  Act) 
of  $y,  and  the  appropriation  to  the  trust  fund  includes  the  amount  so 
determined.  Similar  totals  of  self-employment  income  for  the  taxable 
years  referred  to  in  section  480  of  the  Internal  Revenue  Code  will  be 
certified  by  the  Administrator  to  the  Secretary,  and  the  applicable 
rate  under  section  480  will  be  applied  to  such  totals,  the  amounts 
included  in  the  appropriation  to  the  trust  fund  being  equal  to  the 
amounts  so  determined.  It  may  be  noted  that  tax  reports  transferred 
to  the  Administrator  will  include  adjustments  with  respect  to  amounts 
previously  erroneously  reported  as  wages  or  self-employment  income, 
and  the  subsequent  certification  of  any  total  of  wages  paid  during  a 
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certain  period  or  of  self-employment  income  for  a  certain  period  will 
reflect  such  adjustments. 

The  proposed  amendment  in  "paragraph  (2)  makes  one  further 
change  in  section  201  (a)  so  as  to  continue  the  present  practice  of 
current  transfers  to  the  trust  fund  of  social  security  taxes.  Under  this 
amendment,  the  Secretary  will  estimate  from  time  to  time  the  amounts 
received  and  deposited  into  the  Treasury  on  account  of  social  security 
taxes,  and  the  amounts  so  estimated  will  be  transferred  from  the 
general  fund  of  the  Treasury  to  the  trust  fund.  Such  amounts  are 
estimates  of  the  amounts  appropriated  under  clauses  (3)  and  (4)  of 
section  201  (a).  Proper  adjustments  will  be  made  in  amounts  sub¬ 
sequently  transferred  to  the  extent  prior  estimates  were  in  excess 
of  or  were  less  than  the  amounts  of  the  taxes  referred  to  in  such  clauses. 

This  provision  was  not  in  the  House  bill  since  that  bill  made  no 
change  in  the  existing  system  of  collection  of  taxes  under  the  Federal 
Insurance  Contributions  Act.  On  the  other  hand,  one  change  which 
the  House  bill  would  have  made  in  section  201  of  the  Social  Security 
Act  has  been  deleted.  The  bill  as  reported  does  not  include,  as  did 
the  House  bill,  an  amendment  to  section  201  (f)  authorizing  refunds 
of  taxes  collected  under  the  old-age  and  survivors  insurance  program 
to  be  made  from  the  trust  fund.  To  some  extent  the  adjustment 
because  of  refunds  of  taxes  will  automatically  be  made  through  the 
new  procedure  of  appropriations  outlined  above.  In  addition,  the 
deletion  of  this  proposed  amendment  will  result  in  considerable 
administrative  savings. 

Title  II — -Amendments  to  Internal  Revenue  Code 


RATE  OF  TAX  ON  WAGES 


Section  201:  This  section,  as  in  the  House  bill,  amends  clauses  (2) 
and  (3)  of  sections  1400  and  1410  of  the  Internal  Revenue  Code, 
relating  to  the  rates  of  the  taxes  under  the  Federal  Insurance  Con¬ 
tributions  Act.  Under  existing  law  the  rate  of  the  employees’  tax 
and  of  the  employers’  tax  for  the  calendar  years  1950  and  1951  is  1/ 
percent;  and  the  rate  of  each  such  tax  for  the  calendar  year  1952  and 
subsequent  calendar  years  is  2  percent.  Under  the  blouse  bill  the 
rate  of  each  tax  would  have  been  increased  on  January  1,  1951.  Your 
committee  has  postponed  the  increase  in  rates  until  January  1,  1956. 
Otherwise  the  rates  in  the  committee  bill  are  the  same  as  in  the  House 
bill.  Under  the  committee  bill  the  rates  of  each  tax  are  as  follows: 


For  the  calendar  years  1950  to  1955,  inclusive - 

For  the  calendar  years  1956  to  1959,  inclusive - 

For  the  calendar  years  1960  to  1964,  inclusive - 

For  the  calendar  years  1965  to  1969,  inclusive - 

For  the  calendar  year  1970  and  subsequent  calendar  years 


Percent 


1/2 

2 

2/ 

3 

3/ 


FEDERAL  SERVICE 

Section  202:  This  section,  except  for  several  amendments  made 
necessary  by  changes  in  other  provisions  of  the  House  bill,  is  the  same 
as  section  203  of  the  House  bill.  (For  a  further  discussion  of  Federal 
services  as  affected  by  this  bill,  see  in  this  report  the  explanation  of 
paragraphs  (6)  and  (7)  of  section  1426  (b)  of  the  Internal  Revenue 
Code,  as  amended  by  section  204  (a)  of  the  committee  bill.) 
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Subsection  (a)  of  this  section  of  the  bill  amends  part  II  of  sub¬ 
chapter  A  of  chapter  9  of  the  Internal  Revenue  Code  by  adding  after 
section  1411  a  new  section  1412.  Your  committee  has  changed  the 
number  of  the  new  section  from  1413  to  1412  due  to  the  elimination 
from  the  House  bill  of  a  new  section  1412,  relating  to  the  exemption 
of  certain  nonprofit  organizations  from  the  employers’  tax  imposed 
by  section  1410  of  the  code.  Section  1412  under  the  committee  bill 
makes  ineffectual  as  to  the  tax  imposed  by  section  1410  of  the  code 
(with  respect  to  remuneration  paid  after  1950)  those  provisions  of 
any  statute  (irrespective  of  the  date  of  enactment  thereof)  which 
grant  to  any  instrumentality  of  the  United  States  an  exemption 
from  taxation,  unless  such  statute  grants  a  specific  exemption  from 
the  tax  imposed  by  section  1410  by  an  express  reference  to  such  sec¬ 
tion.  The  exemptions  from  Federal  taxation  granted  by  various 
existing  statutes  to  certain  Federal  instrumentalities  without  specific 
reference  to  the  tax  imposed  by  section  1410  are  rendered  inoperative 
insofar  as  the  exemptions  relate  to  the  tax  imposed  by  section  1410, 
without  the  necessity  of  specifically  amending  such  exemption  stat¬ 
utes.  Some  Federal  instrumentalities  whose  exemption  from  the 
tax  imposed  by  section  1410  is  rendered  inoperative  by  section  1412 
are  national  farm  loan  associations,  production  credit  associations,  and 
Federal  credit  unions.  With  respect  to  subsequent  legislation  of 
Congress  which  might  grant  a  general  exemption  from  taxation  to  an 
instrumentality  of  the  United  States,  section  1412  provides,  as  a  rule 
of  construction,  that  such  general  exemption  (lacking  a  specific  ref¬ 
erence  to  the  tax  imposed  by  sec.  1410)  is  not  to  be  construed  as 
providing  an  exemption  from  the  tax  imposed  by  section  1410. 

Subsection  (b)  of  this  section  of  the  bill  amends  section  1420  of  the 
code,  relating  to  the  collection  and  payment  of  the  taxes  imposed  by 
sections  1400  and  1410  of  the  code,  by  adding  at  the  end  thereof  a 
new  subsection  (e).  Your  committee  has  amended  section  1420  (e)  as 
passed  by  the  House  to  conform  the  provisions  of  such  section  to  the 
reduction  from  $3,600  to  $3,000  which  your  committee  has  made  in 
the.  wage  limitation  in  section  1426  (a)  (1)  of  the  code,  as  amended  by 
section  204  (a)  of  the  House  bill.  Section  1420  (e)  relates  to  the  em¬ 
ployees’  and  employers’  taxes  imposed  with  respect  to  certain  services 
performed  in  the  employ  of  the  United  States  or  in  the  employ  of  any 
instrumentality  which  is  wholly  owned  by  the  United  States.  The 
head  of  the  Federal  department,  agency,  or  instrumentality,  having 
control  over  the  services  performed  in  the  employ  of  such  department, 
agency,  or  instrumentality,  or  such  agent  or  agents  as  may  be  desig¬ 
nated  by  such  head,  shall  (1)  determine  whether  an  individual  has 
performed  services  which  constitute  employment  as  defined  in  section 
1426  of  the  code,  (2)  determine  the  amount  of  remuneration  which 
constitutes  wages  as  defined  in  section  1426,  and  (3)  make  the  required 
return  and  payment  of  the  taxes  imposed  by  sections  1400  and  1410. 
A  person  making  such  return  may,  for  convenience  of  administration, 
make  payments  of  the  employers’  tax  imposed  under  section  1410 
without  regard  to  the  $3,000  limitation  in  section  1426  (a)  (1),  and 
he  shall  not  be  required  to  file  a  claim  for  refund,  or  obtain  a  refund, 
of  any  amount  paid  as  tax  under  section  1410  on  that  part  of  the  re¬ 
muneration  not  included  in  wages  by  reason  of  section  1426  (a)  (1). 
This  provision  does  not  authorize  such  person  to  disregard  the  $3,000 
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limitation  as  to  remuneration  paid  for  services  included  in  returns 
made  by  his  reporting  unit. 

Tlie  provision  will  relieve  a  person  making  a  return  on  behalf  of  any 
Federal  department  or  agency  of  ascertaining  whether  any  wages  have 
been  reported  for  the  particular  employee  during  the  calendar  year  by 
any  other  reporting  unit  of  any  Federal  department  or  agency  and  will 
relieve  any  person  making  a  return  on  behalf  of  a  wholly  owned 
instrumentality  of  ascertaining  whether  any  wages  paid  the  particular 
employee  during  the  calendar  year  by  such  instrumentality  have  been 
reported  by  any  other  reporting  unit  of  such  instrumentality.  The 
head  or  agent  of  an  instrumentality  in  determining  the  amount  of 
remuneration  for  services  performed  in  employment  which  constitutes 
wages  as  defined  in  section  1426  may  not  take  into  consideration 
amounts  of  remuneration  paid  by  any  other  instrumentality  or  any 
Federal  department  or  agency. 

Section  1420  (e)  is  also  made  applicable  to  services,  performed  by 
a  civilian  employee  who  is  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Ah  Force  Exchange  Service,  the 
Army  and  Air  Force  Motion  Picture  Service,  Navy  ship’s  service 
stores,  Marine  Corps  post  exchanges,  or  any  other  activity,  conducted 
at  installations  of  the  National  Military  Establishment  for  the  benefit 
and  morale  of  personnel  of  the  Armed  Forces  by  an  instrumentality  of 
the  United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense.  For  purposes  of  section  1420  (e)  the  Secretary  of  Defense  is 
deemed  to  be  the  head  of  any  such  instrumentality. 

Subsection  (c)  of  section  202  of  the  bill  amends  section  1411  of  the 
code,  relating  to  adjustments  of  the  employers’  tax  imposed  by  section 
1410  of  the  code,  by  adding  thereto  a  special  provision  with  respect 
to  remuneration  received  from  the  United  States  or  a  wholly  owned 
instrumentality  thereof  during  any  calendar  year  after  the  calendar 
year  1950.  The  amendment  to  section  1411  provides  that,  for  the 
purposes  of  such  section,  each  head  of  a  Federal  department,  agency, 
or  instrumentality  who  makes  a  return  pursuant  to  section  1420  (e) 
of  the  code  and  each  agent,  designated  by  the  head  of  a  Federal 
department,  agency,  or  instrumentality,  who  makes  a  return  pur¬ 
suant  to  section  1420  (e)  shall  be  deemed  a  separate  employer.  Thus, 
adjustments  of  the  tax  imposed  by  section  1410  will  be  made  by  the 
reporting  unit  by  which  the  erroneous  underpayment  or  overpayment 
was  made.  For  the  corresponding  amendment  with  respect  to  the 
employees’  tax  imposed  by  section  1400  of  the  code  and  for  the  pro¬ 
visions  with  respect  to  special  refunds  of  employees’  tax  in  the  case 
of  Federal  services,  see  section  1401  (d)  (3)  of  the  code,  as  added  by 
section  203  (b)  of  the  bill. 

Subsection  (d)  of  section  202  of  the  bill  provides  that  the  amend¬ 
ments  made  by  such  section  shall  be  applicable  only  with  respect  to 
remuneration  paid  after  December  31,  1950  (December  31,  1949, 
under  the  House  bill). 


DEFINITION  OF  WAGES 

Section  203:  This  section,  which  corresponds  to  section  204  of  the 
House  bill,  amends  section  1426  (a)  of  the  Internal  Revenue  Code, 
which  defines  the  term  “wages”  for  the  purposes  of  the  lederal 
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Insurance  Contributions  Act,  and  also  amends  section  1401  (d)  of 
the  code,  relating  to  special  refunds  of  employees’  tax  imposed  by 
section  1400  of  the  code.  The  amendments  are  applicable  under  the 
committee  bill  with  respect  to  remuneration  paid  after  1950  instead 
of  1949  as  under  the  House  bill. 

Subsection  (a)  of  this  section  of  the  bill  amends  section  1426  (a) 
of  the  code,  which  contains  the  definition  of  wages.  Under  existing 
law  the  term  “wages”  means  all  remuneration  for  employment, 
including  the  cash  value  of  all  remuneration  paid  in  any  medium 
other  than  cash,  with  certain  specific  exceptions.  The  amendment 
retains  this  provision  of  existing  law  which  precedes  the  numbered 
paragraphs  containing  the  exceptions.  The  House  bill  would  have 
increased  the  $3,000  limitation  contained  in  section  1426  (a)  (1)  of 
existing  law  to  $3,600.  Your  committee  has  eliminated  this  provision 
in  the  House  bill  and  restored  the  $3,000  limitation  under  existing 
law.  The  bill  clarifies  existing  law  by  providing  expressly  that 
remuneration  specifically  excepted  from  wages  shall  be  disregarded  in 
computing  the  limitation  on  the  amount  of  remuneration  with  respect 
to  employment  which  constitutes  wages.  Thus,  if  during  a  calendar 
year  an  employee  receives  remuneration  from  his  employer  on  account 
of  medical  or  hospitalization  expenses  in  connection  with  sickness  or 
accident  disability,  and  if  such  remuneration  is  excluded  from  the 
definition  of  wages  under  the  provisions  of  section  1426  (a)  (2)  or  (4) 
(as  amended  by  the  bill),  such  remuneration  paid  to  the  employee  is 
not  taken  into  account  in  applying  the  $3,000  limitation.  Section 
203  (a)  of  the  bill  also  adds  a  provision,  as  did  the  House  bill,  with 
respect  to  the  computation  of  the  $3,000  limitation  where  one  employ¬ 
ing  entity  is  succeeded  by  another  employing  entity  under  certain 
prescribed  conditions.  Your  committee  has  changed  the  language  of 
the  provision  to  conform  to  a  substantive  change  which  your  committee 
has  made  in  the  provisions  of  section  1607  (b)  (1)  of  the  code  (see 
sec.  209  (a)  (1)  of  the  bill).  In  addition,  your  committee  has  made 
a  clarifying  change  with  respect  to  remuneration  paid  by  the 
predecessor. 

The  annual  $3,000  limitation  on  the  amount  of  remuneration  with 
respect  to  employment  which  constitutes  wages  applies  only  to  re¬ 
muneration  received  by  an  employee  from  the  same  employer.  Under 
existing  law,  where  during  a  calendar  year  an  employee  is  employed 
by  a  new  employer,  the  first  $3,000  of  remuneration  with  respect  to 
employment  paid  to  him  by  the  new  employer  during  that  year  con¬ 
stitutes  wages  and  is  subject  to  tax  regardless  of  the  amount  of  such 
remuneration  which  might  have  been  paid  to  him  in  the  same  year  by 
a  prior  employer.  In  applying  this  rule,  the  Bureau  of  Internal 
Revenue  has  held  that,  if  a  member  of  a  partnership  dies  and  the  trade 
or  business  is  continued  without  interruption  by  the  surviving  partners 
who  retain  all  the  employees  who  have  been  performing  services  for 
the  former  partnership,  the  dissolution  of  the  old  partnership  by  opera¬ 
tion  of  law  and  the  organization  of  the  new  partnership  result  in  the 
new  partnership  being  considered  as  a  new  employer.  The  new  part¬ 
nership,  under  the  Bureau’s  rulings,  is  taxed  on  the  first  $3,000  of 
wages  paid,  during  the  calendar  year  in  which  it  was  formed,  to  an 
employee  who  had  been  employed  by  the  predecessor  partnership  and 
whose  services  were  retained,  although  the  predecessor  may  in  the  same 
year  have  already  paid  tax  onjwages  of  $3,000  paid  to  such  employee. 
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Similar  results  have  been  reached  as  a  consequence  of  a  corporate 
merger  or  consolidation,  or  where  an  individual  incorporates  his  busi¬ 
ness  and  continues  to  operate  the  same  enterprise  through  ownership 
of  all  the  stock  of  the  corporation. 

The  amendment  made  by  section  203  (a)  of  the  bill  prevents  the 
duplication  of  tax  in  cases  such  as  those  described  above  and  in  all 
other  cases  where  an  employer  acquires  substantially  all  the  property 
used  in  a  trade  or  business  of  another  employer,  or  used  in  a  separate 
unit  of  such  a  trade  or  business,  if  immediately  after  the  acquisition 
the  successor  employs  in  his  trade  or  business  (whether  or  not  in  the 
same  trade  or  business  in  which  the  acquired  property  was  used)  an 
employee  who  immediately  prior  to  the  acquisition  was  employed  in 
the  trade  or  business  of  the  predecessor.  If  the  acquisition  involves 
only  a  separate  unit  of  the  trade  or  business  of  the  predecessor,  the 
employee  need  not  have  been  employed  by  the  predecessor  in  that 
unit  provided  that  he  was  employed  in  the  trade  or  business  of  which 
the  acquired  unit  was  a  part.  Under  the  amendment  remuneration 
with  respect  to  employment  paid  to  such  employee  by  the  predecessor 
(or  considered  as  having  been  paid  by  the  predecessor)  during  the 
calendar  year  in  which  the  acquisition  occurs  (and  prior  to  the  acqui¬ 
sition)  is  attributed  to  the  successor  employer  for  the  purpose  of 
determining  whether  such  employer  has  in  such  calendar  year  paid 
$3,000  of  wages  to  such  employee.  The  application  of  the  amendment 
may  be  illustrated  by  the  following  example: 

Example:  The  Y  corporation  acquires  all  the  property  of  the  X 
manufacturing  company  and  immediately  after  the  acquisition  em¬ 
ploys  in  its  trade  or  business  employee  A,  who,  immediately  prior  to 
the  acquisition,  was  employed  by  the  X  company.  The  X  company 
has  in  the  calendar  year  in  which  the  acquisition  occurs  (and  prior  to 
the  acquisition)  paid  $2,000  of  wages  to  A.  If  the  Y  corporation 
pays  to  A  in  that  year  remuneration  with  respect  to  employment  of 
$2,000,  only  $1,000  of  such  remuneration  will  be  considered  to  be 
wages.  For  the  purposes  of  the  $3,000  limitation,  the  Y  corporation 
will  be  credited  with  the  $2,000  paid  to  A  by  the  X  company.  If,  in 
the  same  calendar  year,  the  property  is  acquired  by  the  Z  company 
from  the  Y  corporation  and  A  immediately  after  the  acquisition  is 
employed  by  the  Z  company  in  its  trade  or  business,  no  part  of  the 
remuneration  paid  to  A  by  the  Z  company  in  the  year  of  the  acquisi¬ 
tion  will  be  considered  to  be  wages.  The  Z  company  will  be  credited 
with  the  remuneration  paid  to  A  by  the  Y  corporation  and  also  with 
the  wages  paid  to  A  by  the  X  company  (considered  for  the  purposes 
of  the  amendment  as  having  also  been  paid  by  the  Y  corporation). 

In  the  case  of  a  transfer  or  acquisition  of  property  by  a  corporation 
exempt  from  income  tax  under  section  101  (6)  of  the  code,  the  activity 
in  which  such  corporation  is  engaged  is  considered  to  be  its  trade  or 
business  for  the  purpose  of  determining  whether  the  transferred  prop¬ 
erty  was  used  in  the  trade  or  business  of  the  predecessor  and  for  the 
purpose  of  determining  whether  the  employment  by  the  predecessor 
and  the  successor  of  an  individual  whose  services  were  retained  by  the 
successor  constituted  employment  in  a  trade  or  business.  Thus,  if  a 
charitable,  or  a  religious  organization  subject  to  tax  by  virtue  of  its 
election,  acquires  all  the  property  of  another  such  organization  like¬ 
wise  subject  to  tax  and  retains  the  services  of  employees  of  the  prede¬ 
cessor,  wages  paid  to  such  employees  by  the  predecessor  in  the  year 
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of  the  acquisition  (and  prior  to  such  acquisition)  will  be  attributed  to 
the  successor  for  the  purposes  of  the  $3,000  limitation. 

A  successor  employer  may  receive  the  credit  for  remuneration  paid 
to  an  employee  by  a  predecessor  employer  only  if  the  acquisition 
included  substantially  all  the  property  used  in  a  trade  or  business  of 
the  predecessor,  or  in  a  separate  unit  of  such  a  trade  or  business.  All 
the  property  used  in  the  separate  unit  of  a  trade  or  business  may  con¬ 
sist  of  all  the  property  used  in  the  performance  of  an  essential  opera¬ 
tion  of  the  trade  or  business,  or  it  may  consist  of  all  the  property  used 
in  a  relatively  self-sustaining  entity  forming  a  part  of  the  trade  or 
business.  For  example,  if  the  R  company,  which  manufactures  a 
type  of  motor-driven  machine,  discontinues  the  manufacturing  of 
motors  and  transfers  all  the  property  used  in  such  manufacturing 
to  the  S  company,  the  S  company  will  be  considered  to  have  acquired 
the  motor-manufacturing  unit  of  the  R  company.  Similarly,  the 
acquisition  of  one  of  a  chain  of  retail  stores  will  constitute  the  acquisi¬ 
tion  of  a  separate  unit  of  the  trade  or  business  of  the  predecessor. 

Paragraph  (2)  of  section  1426  (a)  as  amended  by  the  House  hill 
retains  the  provision  of  existing  law  which  excludes  from  the  term 
“wages”  the  amount  of  any  payment  made  to,  or  on  behalf  of,  an 
employee  under  a  plan  or  system  established  by  an  employer  which 
makes  provision  for  his  employees  generally  or  for  a  class  or  classes 
of  his  employees  (including  any  amount  paid  by  an  employer  for  in¬ 
surance  or  annuities,  or  into  a  fund,  to  provide  for  any  such  payment), 
on  account  of  (1)  an  employee’s  retirement,  or  (2)  an  employee’s 
sickness  or  accident  disability,  or  (3)  medical  or  hospitalization 
expenses  in  connection  with  sickness  or  accident  disability  of  an 
employee,  or  (4)  the  death  of  an  employee.  Under  present  law  pay¬ 
ments  made  under  a  plan  or  system  providing  for  death  benefits 
are  not  excluded  from  wages  if  the  employee  has  certain  options  or 
rights,  such  as  the  option  to  receive,  instead  of  the  provision  for  such 
death  benefit,  any  part  of  such  payment  made  by  the  employer,  or 
the  right  to  assign  the  death  benefit  or  to  receive  a  cash  consideration 
in  lieu  thereof.  The  amendment  made  by  the  House  bill  removes 
such  conditions  imposed  under  existing  law  with  respect  to  payments 
providing  for  death  benefits.  Your  committee  has  further  amended 
section  1426  (a)  (2)  so  as  also  to  exclude  from  wages  any  payment 
made  to,  or  on  behalf  of,  any  dependents  of  an  employee  (including 
husbands,  wives,  children,  and  other  members  of  the  immediate 
family)  under  a  plan  or  system  established  by  an  employer  which 
makes  provision  for  his  employees  generally  and  their  dependents  or 
for  a  class  or  classes  of  his  employees  and  their  dependents  (including 
any  amount  paid  by  an  employer  for  insurance  or  annuities,  or  into  a 
fund,  to  provide  for  any  such  payment)  on  account  of  (1)  an  employee’s 
retirement,  or  (2)  sickness  or  accident  disability  of  an  employee  or 
any  of  his  dependents,  or  (3)  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability  of  an  employee  or  any 
of  his  dependents,  or  (4)  the  death  of  an  employee  or  any  of  his 
dependents.  Payments  of  the  prescribed  character  under  a  plan  or 
system  established  by  an  employer  solely  for  the  dependents  of  his 
employees  are  not  within  this  exclusion  from  wages. 

Paragraph  (3)  of  section  1426  (a)  as  amended  by  the  House  bill 
excludes  from  wages  any  payment  made  to  an  employee  (including 
any  amount  paid  by  an  employer  for  insurance  or  annuities,  or  into 
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a  fund,  to  provide  for  any  such  payment)  on  account  of  retirement, 
irrespective  of  whether  such  payment  is  made  pursuant  to  a  plan  or 
system  such  as  is  contemplated  under  section  1426  (a)  (2).  Your 
committee  has  made  no  change  in  this  paragraph. 

Paragraph  (4)  of  section  1426  (a)  as  amended  by  the  House  bill 
excludes  from  wages  any  payment  on  account  of  sickness  or  accident 
disability,  or  medical  or  hospitalization  expenses  in  connection  with 
sickness  or  accident  disability,  made  by  an  employer  to,  or  on  behalf 
of,  an  employee  after  the  expiration  of  six  calendar  months  following 
the  last  calendar  month  in  which  the  employee  worked  for  such  em¬ 
ployer.  Your  committee  has  made  no  change  in  this  paragraph.  This 
provision  of  law  will  have  application  in  any  instance  where  the  pay¬ 
ment  is  not  made  pursuant  to  a  plan  or  system  and  therefore  is  not 
excepted  from  wages  by  section  1426  (a)  (2).  In  order  for  a  payment 
to  be  excepted  under  this  provision,  the  payment  made  by  the  em¬ 
ployer  to,  or  on  behalf  of,  the  employee  must  be  made  by  reason  of 
the  employee’s  sickness  or  accident  disability  or  by  reason  of  medical 
or  hospitalization  expenses  in  connection  with  such  employee’s  sick¬ 
ness  or  accident  disability  and  there  must  have  elapsed  immediately 
prior  to  the  calendar  month  in  which  the  payment  is  made  at  least 
six  consecutive  calendar  months  during  which  the  employee  did  no 
work  for  the  employer. 

Paragraph  (5)  of  section  1426  (a)  as  added  by  the  House  bill  excludes 
from  wages  certain  payments  from  or  into  a  trust  exempt  from  tax 
under  section  165  (a)  of  the  code  or  under  or  to  an  annuity  plan  which 
meets  the  requirements  of  section  165  (a)  (3),  (4),  (5),  and  (6).  Under 
this  paragraph  a  payment  made  by  an  employer  into  a  trust  or  annuity 
plan  is  excepted  from  wages  at  the  time  of  such  payment  if  the  trust  is 
exempt  from  tax  under  section  165  (a)  of  the  code  or  the  annuity  plan 
meets  the  requirements  of  section  165  (a)  (3),  (4),  (5),  and  (6)  at  the 
time  the  payment  is  made  thereto.  A  payment  to,  or  on  behalf  of, 
an  employee  from  a  trust  or  under  an  annuity  plan  is  also  excepted 
from  wages  under  this  paragraph  if  at  the  time  of  the  payment  to,  or 
on  behalf  of,  the  employee,  the  trust  is  exempt  from  tax  under  section 
165  (a)  or  the  annuity  plan  meets  the  requirements  of  section  165 
(a)  (3),  (4),  (5),  and  (6).  Your  committee  has  made  a  clarifying 
amendment  to  paragraph  (5)  to  assure  the  exclusion  from  wages  of  a 
payment  of  the  prescribed  character  made  to,  or  on  behalf  of,  a  bene¬ 
ficiary  of  an  employee.  A  payment  made  to  an  employee  of  an  exempt 
trust  as  remuneration  for  services  rendered  as  such  employee  and  not 
as  a  beneficiary  of  the  trust  is  not  within  the  exclusion. 

Paragraph  (6)  of  the  amended  section  1426  (a)  continues  without 
change  the  existing  exclusion  from  wages  (sec.  1426  (a)  (3))  of  pay¬ 
ments  by  an  employer  (without  deduction  from  the  remuneration  of, 
or  other  reimbursement  from,  the  employee)  of  the  employees’  tax 
imposed  by  section  1400  of  the  code  and  employee  contributions  under 
State  unemployment-compensation  laws.  This  paragraph  remains 
the  same  as  in  the  House  bill. 

Paragraph  (7)  of  section  1426  (a)  as  added  by  the  House  bill  excludes 
from  wages  remuneration  paid  in  any  medium  other  than  cash  to  an 
employee  for  service  not  in  the  course  of  the  employer’s  trade  or  busi¬ 
ness  or  for  domestic  service  in  a  private  home  of  the  employer.  1  our 
committee  has  made  a  technical  change  in  this  paragraph. 
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Paragraph  (8)  of  section  1426  (a)  as  added  by  your  committee 
excludes  from  wages  remuneration  paid  in  any  medium  other  than 
cash  for  agricultural  labor. 

Remuneration  in  any  medium  other  than  cash  includes,  for  example, 
lodging,  food,  clothing,  agricultural  or  horticultural  commodities,  or 
car  tokens  or  weekly  transportation  passes. 

Paragraph  (9)  of  section  1426  (a),  which  is  the  same  as  paragraph 
(8)  under  the  House  bill,  excludes  from  wages  the  remuneration  (other 
than  vacation  or  sick  pay)  of  a  stand-by  employee  who  has  attained 
age  65  and  whose  employment  relationship  has  not  terminated,  if 
the  employee  does  no  work  for  the  employer  in  the  period  for  which 
such  remuneration  is  paid. 

Section  1426  (a)  as  amended  by  the  bill  contains  no  provision  com¬ 
parable  to  paragraph  (4)  of  existing  law  which  excludes  from  the  term 
“wages”  dismissal  payments  which  the  employer  is  not  legally  required 
to  make.  Therefore,  a  dismissal  payment,  which  is  any  payment 
made  by  an  employer  on  account  of  involuntary  separation  of  the 
employee  from  the  service  of  the  employer,  will  constitute  wages 
subject,  of  course,  to  the  $3,000  limitation,  irrespective  of  whether 
the  employer  is,  or  is  not,  legally  required  to  make  such  payment. 

Your  committee  has  eliminated  those  provisions  of  the  House  bill 
which  would  have  expressly  included  as  wages  certain  cash  tips  and 
any  other  cash  remuneration  customarily  received  by  an  employee  in 
the  course  of  his  employment  from  persons  other  than  the  person 
employing  him. 

Your  committee  has  also  eliminated  those  provisions  of  the  House 
bill  which  would  have  (1)  amended  section  1401  (d)  (2)  of  the  code, 
relating  to  special  refunds  of  employees’  tax  paid  on  aggregate  wages 
in  excess  of  $3,000  received  by  an  employee  from  more  than  one 
employer  during  any  calendar  year  after  the  calendar  year  1946,  so 
as  to  limit  the  scope  thereof  to  wages  received  during  the  calendar 
year  1947,  1948,  or  1949,  and  (2)  added  a  new  paragraph  (3)  to  section 
1401  (d)  so  as  to  conform  the  special  refund  provisions  to  the  increase 
in  the  limitation  on  wages  from  $3,000  to  $3,600  for  1950  and  subse¬ 
quent  calendar  years.  Those  provisions  of  the  House  bill  are  inappro¬ 
priate  in  view  of  the  action  of  your  committee  in  restoring  the  $3,000 
limitation  on  wages. 

Subsection  (b)  of  section  203  of  the  committee  bill  amends  section 
1401  (d)  of  the  code  by  adding  thereto  a  new  paragraph  (3).  Section 
1401  (d)  (3),  with  the  exception  of  the  applicability  of  the  provisions 
to  remuneration  paid  after  1950  instead  of  1949,  a  conforming  change 
to  reflect  the  change  in  the  amount  of  the  limitation  on  wages,  and 
clerical  changes  in  certain  statutory  references,  is  the  same  as  section 
1401  (d)  (4)  of  the  code  under  the  House  bill.  Section  1401  (d)  (3) 
under  the  committee  bill,  applicable  to  remuneration  paid  after  1950, 
contains  special  rules  relating  to  special  refunds  and  adjustments  of 
employees’  tax  in  the  case  of  Federal  employees  and  special  rules 
relating  to  special  refunds  of  employees’  tax  in  the  case  of  State 
employees.  Under  subparagraph  (A)  of  section  1401  (d)  (3)  each 
head  of  a  Federal  department,  agency,  or  instrumentality  who  makes 
a  return  pursuant  to  section  1420  (e)  of  the  code  and  each  agent, 
designated  by  the  head  of  a  Federal  department,  agency,  or  instru¬ 
mentality,  who  makes  a  return  pursuant  to  such  section  are  deemed 
to  be  separate  employers  for  the  purposes  of  section  1401  (c)  of  the 
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code,  relating  to  adjustments  of  employees’  tax,  and  section  1401 
(d)  (2),  relating  to  special  refunds  of  employees’  tax;  and,  for  the 
purposes  of  section  1401  (d)  (2),  the  term  “wages”  includes  the  amount, 
not  to  exceed  $3,000,  determined  by  each  such  head  or  agent  as  con¬ 
stituting  wages  paid  to  an  employee.  Adjustments  of  the  employees’ 
tax  imposed  by  section  1400  of  the  code  shall  be  made  by  the  reporting 
unit  by  which  the  erroneous  underpayment  or  overpayment  was  made. 
(For  provisions  relating  to  adjustments  of  employers’  tax  in  the  case 
of  Federal  employees,  see  sec.  1411  of  the  code,  as  amended  by  sec. 
202  (c)  of  the  bill.)  The  amount  of  remuneration  of  each  employee 
reported  on  a  return  of  a  reporting  unit  to  be  included  as  “wages” 
shall  under  no  circumstances  be  in  excess  of  $3,000  for  a  calendar  year 
and  shall  include  only  such  amounts  of  remuneration  as  the  reporting 
unit  shall  have  determined  to  constitute  “wages”  as  defined  in  section 
1426.  The  amendment  is  intended  to  protect  fully  an  employee  of 
the  United  States  or  of  an  instrumentality  wholly  owned  by  the 
United  States  from  the  payment  of  tax  imposed  under  section  1400 
in  an  amount  in  excess  of  the  tax  imposed  with  respect  to  the  first 
$3,000  of  remuneration  which  is  determined  to  constitute  “wages” 
as  defined  in  section  1426. 

Subparagraph  (B)  of  section  1401  (d)  (3)  makes  the  special  refund 
provisions  in  section  1401  (d)  (2)  applicable  to  amounts  equivalent  to 
employees’  tax  under  section  1400  (a)  of  the  code  deducted  in  any  cal¬ 
endar  year  after  the  calendar  year  1950  from  employees’  remuneration 
by  States,  political  subdivisions,  or  instrumentalities  pursuant  to  agree¬ 
ments  made  under  section  218  of  the  Social  Security  Act  (added  by 
sec.  106  of  the  bill). 

Subsection  (c)  of  section  203  of  the  committee  bill,  which  corre¬ 
sponds  to  subsection  (d)  of  section  204  of  the  House  bill,  relates  to  the 
applicability  of  the  amendment  made  by  subsection  (a)  of  this  section 
of  the  bill.  Under  the  House  bill  the  amendment  would  have  been 
applicable  with  respect  to  remuneration  paid  after  December  31,  1949. 
Subsection  (c)  of  section  203  of  the  committee  bill  provides  that  the 
amendment  made  by  subsection  (a)  shall  be  applicable  only  with  re¬ 
spect  to  remuneration  paid  after  December  31,  1950,  and  that,  in  the 
case  of  remuneration  paid  prior  to  January  1,  1951,  the  determination 
under  section  1426  (a)  (1)  of  the  code  (prior  to  its  amendment  by  the 
bill)  of  whether  or  not  such  remuneration  constituted  wages  shall  be 
made  as  if  subsection  (a)  of  section  203  of  the  bill  had  not  been  enacted 
and  without  inferences  drawn  from  the  fact  that  the  amendment  made 
by  such  subsection  is  not  made  applicable  to  periods  prior  to  January 
1,  1951. 

DEFINITION  OF  EMPLOYMENT 

Section  204:  This  section,  which  corresponds  to  section  205  of  the 
House  bill,  amends  subsection  (b)  of  section  1426  of  the  Internal 
Revenue  Code,  which  defines  the  term  “employment”  for  the  purposes 
of  the  Federal  Insurance  Contributions  Act  and  also  amends  subsec¬ 
tions  (c),  (e),  (g),  (h),  (i),  and  (j)  of  section  1426  of  the  code,  which 
contain  provisions  pertinent  to  determinations  of  employment,  and 
section  1428  of  the  code,  relating  to  estimates  of  revenue  reduction  by 
reason  of  the  exception  from  employment  of  service  covered  under  the 
Railroad  Retirement  Tax  Act. 
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Subsection  (a)  of  this  section  of  the  bill  amends  section  1426  (b). 
The  amendment  is  effective  January  1,  1951,  under  the  committee  bill 
instead  of  January  1,  1950,  as  under  the  House  bill.  Under  the  amend¬ 
ment  the  term  "employment”  is  defined  to  mean  any  service  performed 
after  December  31,  1936,  and  prior  to  January  1,  1951,  which  con¬ 
stituted  employment  under  the  law  applicable  to  the  period  in  which 
such  service  was  performed;  and  also  to  mean  (1)  any  service  performed 
after  December  31,  1950,  by  an  employee  for  the  person  employing 
him,  irrespective  of  the  citizenship  or  residence  of  either,  (A)  within 
the  United  States,  or  (B)  on  or  in  connection  with  an  American  vessel 
or  American  aircraft  (both  as  defined  in  sec.  1426  (g))  under  a  contract 
of  service  entered  into  within  the  United  States  or  during  the  perform¬ 
ance  of  which  and  while  the  employee  [is  employed  [on  the  vessel  or 
aircraft  it  touches  at  a  port  in  the  United  States  (including  an  airport, 
in  the  case  of  an  aircraft),  if  the  employee  is  employed  on  and  in  con¬ 
nection  with  the  vessel  or  aircraft  when  outside  the  United  States,  and 
(2)  any  service  performed  outside  the  United  States  after  December  31, 
1950,  by  a  citizen  of  the  United  States  as  an  employee  of  an  American 
employer  (as  defined  in  sec.  1426  (i)). 

That  portion  of  section  1426  (b)  (of  existing  law)  which  precedes 
the  numbered  paragraphs  (these  contain  the  exceptions  from  the  term 
“employment”)  is  changed  substantively  in  only  two  respects.  First, 
the  definition  is  extended  to  include  service  on  or  in  connection  with 
an  American  aircraft  to  the  same  extent  as  service,  already  included 
in  the  definition,  on  or  in  connection  with  an  American  vessel.  With 
respect  to  service  performed  on  or  in  connection  with  an  American 
vessel  or  American  aircraft  where  the  contract  of  service  is  entered 
into  outside  the  United  States,  your  committee  has  made  a  clarifying 
amendment  which  expressly  requires  that,  in  order  that  the  service 
constitute  employment,  the  employee  be  employed  on  the  vessel  or 
aircraft  when  it  touches  at  a  port  within  the  United  States  at  some 
time  during  the  performance  of  the  contract  of  service.  Second,  the 
definition  is  extended  to  include  service  performed  outside  the  United 
States  by  a  citizen  of  the  United  States  as  an  employee  of  an  American 
employer  (the  definition  of  the  term  “American  employer”  is  discussed 
below  in  the  explanation  of  subsec.  (e)  of  this  section  of  the  bill). 
Under  existing  law  the  citizenship  or  residence  of  the  employer  or  the 
employee  has  no  effect  upon  the  determination  of  whether  or  not  serv¬ 
ice  constitutes  employment,  except  as  the  citizenship  or  residence  of 
the  employer  may  have  a  bearing  in  determining  whether  a  vessel 
is  an  American  vessel.  Under  the  amendment  this  is  true  with  respect 
to  service  performed  either  within  the  United  States  or  on  or  in  con¬ 
nection  with  an  American  vessel  or  American  aircraft,  but  in  the  case 
of  service  performed  outside  the  United  States,  other  than  on  or  in 
connection  with  an  American  vessel  or  aircraft,  only  service  (which 
otherwise  constitutes  employment)  performed  by  a  citizen  of  the 
United  States  for  an  American  employer  is  covered. 

The  definition  of  the  term  “employment”  under  the  amendment,  as 
applied  to  service  performed  prior  to  January  1,  1951,  is  subject  to 
the  pertinent  exceptions  under  the  law  applicable  to  the  period  in 
which  the  service  ‘was  performed.  The  definition  applicable  to  service 
performed  on  and  after  that  date  continues  unchanged  some  of  the 
exceptions  contained  in  the  present  law,  omits  or  revises  others,  and 
adds  certain  additional  ones.  The  committee  bill  with  respect  to  the 
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exceptions  from  employment  differs  from  the  House  bill  in  certain 
respects  as  discussed  below. 

Paragraph  (1)  of  section  1426  (b)  of  the  code  under  the  committee 
bill  takes  the  place  of  the  exceptions  contained  in  paragraphs  (1)  and 
(2)  (A)  of  such  section  under  the  House  bill.  Paragraph  (1)  under 
the  House  bill  would  have  continued  the  existing  exception  of  agricul¬ 
tural  labor  with  certain  modifications  in  the  definition  of  the  term, 
and  paragraph  (2)  (A)  would  have  excepted  from  employment  service 
not  in  the  course  of  the  employer’s  trade  or  business  (including  domes¬ 
tic  service  in  a  private  home  of  the  employer)  performed  on  a  farm 
operated  for  profit.  Service  of  the  latter  mentioned  character  is,  by 
reason  of  an  amendment  made  by  your  committee  to  the  definition 
of  the  term  “agricultural  labor”  (which  is  discussed  under  subsec.  (d) 
of  this  section  of  the  bill),  included  within  the  definition  of  such  term. 

Subparagraph  (A)  of  paragraph  (1)  under  the  committee  amend¬ 
ment  excludes  from  employment  agricultural  labor  (as  defined  in 
sec.  1426  (h))  performed  in  any  calendar  quarter  by  an  employee,  but 
only  if  the  cash  remuneration  paid  for  such  service  is  less  than  $50  or 
the  service  is  performed  by  an  individual  who  is  not  regularly  em¬ 
ployed  by  the  employer  to  perform  such  service.  The  cash  test  of  at 
least  $50  refers  to  cash  paid  for  services  performed  during  a  calendar 
quarter,  regardless  of  when  paid.  As  used  in  subparagraph  (A),  the 
term  “cash  remuneration”  includes  checks  and  other  monetary  media 
of  exchange.  Subparagraph  (A)  provides  that  an  individual  shall  be 
deemed,  for  the  purposes  of  such  subparagraph,  to  be  regularly  em¬ 
ployed  by  an  employer  during  a  calendar  quarter  only  if  (i)  on  each 
of  some  60  days  during  the  calendar  quarter  such  individual  performs 
agricultural  labor  for  such  employer  for  some  portion  of  the  day  or 
(ii)  such  individual  was  regularly  employed  (determined  in  accordance 
with  the  test  hereinbefore  referred  to  in  this  sentence)  by  such  em¬ 
ployer  in  the  performance  of  service  of  the  prescribed  character  during 
the  preceding  calendar  quarter. 

Subparagraph  (B)  of  paragraph  (1)  under  the  committee  amend¬ 
ment  excludes  from  employment  service  performed  in  connection 
with  the  production  or  harvesting  of  any  commodity  defined  as  an 
agricultural  commodity  in  section  15  (g)  of  the  Agricultural  Market¬ 
ing  Act,  as  amended,  or  in  connection  with  the  ginning  of  cotton. 
Service  of  the  character  prescribed  in  this  subparagrpah  is  excepted 
from  employment,  regardless  of  the  amount  of  the  remuneration  paid 
for,  or  the  regularity  of  the  performance  of,  such  service.  With  re¬ 
spect  to  service  performed  in  connection  with  the  production  or 
harvesting  of  any  commodity  defined  as  an  agricultural  commodity 
in  section  15  (g)  of  the  Agricultural  Marketing  Act,  as  amended,  the 
exception  under  this  subparagraph  will  apply  only  to  service  per¬ 
formed  in  connection  with  the  production  or  harvesting  of  crude  gum 
(oleoresin)  from  a  living  tree  or  the  processing  of  such  crude  gum  into 
gum  spirits  of  turpentine  and  gum  resin,  provided  such  processing  is 
carried  on  by  the  original  producer  of  such  crude  gum. 

Paragraphs  (2)  and  (3)  under  the  committee  bill  correspond  to 
paragraphs  (2)  (B)  and  (3)  under  the  House  bill.  Paragraph  (2)  of 
existing  law  excludes  from  employment  domestic  service  in  a  private 
home,  local  college  club,  or  local  chapter  of  a  college  fraternity  or 
sorority;  and  paragraph  (3)  of  existing  law  excludes  from  employment 
casual  l,abor  not  in  the  course  of  the  employer’s  trade  or  business. 
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Paragraph  (2)  under  the  committee  bill,  which  is  the  same  as  para¬ 
graph  (2)  (B)  under  the  House  bill,  excludes  from  employment  do¬ 
mestic  service  performed  in  a  local  college  club,  or  local  chapter  of  a 
college  fraternity  or  sorority,  by  a  student  who  is  enrolled  and  is 
regularly  attending  classes  at  a  school,  college,  or  university. 

Paragraph  (3)  under  the  committee  bill  excludes  from  employment 
service  not  in  the  course  of  the  employer’s  trade  or  business  (including 
domestic  service  in  a  private  home  of  the  employer)  performed  in 
any  calendar  quarter  by  an  employee,  but  only  if  the  cash  remunera¬ 
tion  paid  for  such  service  is  less  than  $50  or  such  service  is  performed 
by  an  individual  who  is  not  regularly  employed  by  the  employer  to 
perform  such  service.  The  amendment  substitutes  a  cash  and  regu- 
larity-of-employment  test  for  the  test  set  forth  in  existing  law  govern¬ 
ing  casual  labor.  The  cash  test  refers  to  the  cash  paid  for  services 
performed  during  a  calendar  quarter,  regardless  of  when  paid.  The 
term  "cash  remuneration”  includes  checks  and  other  monetary  media 
of  exchange.  Paragraph  (3)  provides  that  an  individual  shall  be 
deemed,  for  the  purposes  of  such  paragraph,  to  be  regularly  employed 
by  an  employer  during  a  calendar  quarter  only  if  (A)  on  each  of  some 
24  days  during  such  quarter  such  individual  performs  for  such  em¬ 
ployer  for  some  portion  of  the  day  service  of  the  prescribed  character 
or  (B)  such  individual  was  regularly  employed  (determined  in  accord¬ 
ance  with  the  test  hereinbefore  referred  to  in  this  sentence)  by  such 
employer  in  the  performance  of  service  of  the  prescribed  character 
during  the  preceding  calendar  quarter.  Since  the  definition  of  agri¬ 
cultural  labor  as  amended  by  your  committee  includes  service  not  in 
the  course  of  the  employer’s  trade  or  business,  and  domestic  service 
in  a  private  home  of  the  employer,  if  performed  on  a  farm  operated 
for  profit,  paragraph  (3)  under  the  committee  bill  has  practical  appli¬ 
cation  only  to  service  of  the  prescribed  character  performed  other 
than  on  a  farm  operated  for  profit.  Paragraph  (3)  under  the  com¬ 
mittee  bill  differs  from  such  paragraph  under  the  House  bill  in  several 
material  respects.  Your  committee  has  increased  the  cash  test  from 
$25  to  $50  and  has  substituted  24  days  for  26  days  in  the  regularity- 
of-employment  test,  together  with  a  clarifying  amendment  to  such 
latter-mentioned  test. 

Paragraph  (4),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  present  family  employment  exclusion. 

Paragraph  (5),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  present  exclusion  of  service  performed  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  but  extends  the 
exclusion  to  service  performed  by  an  individual  on  or  in  connection 
with  an  aircraft  not  an  American  aircraft  if  such  individual  is  em¬ 
ployed  on  and  in  connection  with  such  aircraft  when  it  is  outside  the 
United  States. 

Paragraphs  (6)  and  (7)  of  the  bill  supersede  paragraph  (6)  of 
existing  law.  The  existing  paragraph  excludes  from  employment 
service  in  the  employ  (1)  of  the  United  States  or  (2)  of  an  instrumen¬ 
tality  of  the  United  States  which  is  either  wholly  owned  by  the  United 
States  or  exempt  from  the  employers’  tax  imposed  by  section  1410  of 
the  code  by  virtue  of  any  other  provision  of  law.  The  effect  of  the 
new  paragraphs  (6)  and  (7)  is  to  include  as  employment  a  portion  of 
the  Federal  services  excluded  from  employment  under  existing  law. 
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The  new  paragraph  (6),  which  is  the  same  as  in  the  House  bill, 
excludes  from  employment  service  performed  in  the  employ  of  any 
instrumentality  of  the  United  States,  if  such  instrumentality  is  exempt 
from  the  employers’  tax  imposed  by  section  1410  of  the  code  by  virtue 
of  any  other  provision  of  law  which  specifically  refers  to  section  1410 
of  the  code  in  granting  the  exemption  from  the  tax  imposed  by  such 
section.  (In  connection  with  par.  (6),  see  the  explanation  of  sec.  1412, 
added  by  sec.  202  (a)  of  the  bill.)  Paragraph  (6)  will  not  operate  to 
exclude  from  employment  the  services  referred  to  therein  unless  and 
until  the  Congress  grants  to  a  Federal  instrumentality  a  specific 
exemption  from  the  tax  imposed  by  section  1410  of  the  code. 

The  new  paragraph  (7),  as  amended  by  your  committee,  contains 
four  separate  subparagraphs.  Subparagraph  (A)  excepts  from  em¬ 
ployment  service  performed  in  the  employ  of  the  United  States,  if  the 
service  is  covered  by  a  retirement  s}^stem  established  by  a  law  of  the 
United  States  or  by  afretirement  system  established  by  the  agency  for 
which  such  service  ^"’performed. 

In  the  case  of  service  performed  in  the  employ  of  an  instrumentality 
of  the  United  States,  subparagraph  (B)  excepts  from  employment 
such  service,  if  the  service  is  covered  by  a  retirement  system  estab¬ 
lished  by  a  law  of  the  United  States.  Subparagraph  (C)  excepts 
from  employment,  with  certain  exceptions  hereinafter  referred  to, 
service  performed  in  the  employ  (1)  of  a  wholly  owned  instrumen¬ 
tality  of  the  United  States  or  (2)  of  an  instrumentality  of  the  United 
States  (i)  which  has  a  general  tax  exemption  (i.  e.,  an  exemption  which 
does  not  specifically  refer  to  the  tax  imposed  by  section  1410  of  the 
code),  in  effect  at  the  time  the  service  is  performed  and  (ii)  which 
was,  on  December  31,  1950,  exempt  from  the  tax  imposed  by  section 
1410.  The  exception  from  employment  under  subparagraph  (C) 
does  not  apply  to  (i)  service  performed  in  the  employ  of  a  national 
farm-loan  association,  a  production-credit  association,  a  State,  county, 
or  community  committee  under  the  Production  and  Marketing  Ad¬ 
ministration,  a  Federal  credit  union,  the  Bonneville  Power  Adminis¬ 
trator,  or  the  United  States  Maritime  Commission,  or  (ii)  service 
performed  in  the  employ  of  the  Tennessee  Valley  Authority  unless 
such  service  is  covered  by  a  retirement  system  established  by  such 
authority,  or  (iii)  service  performed  by  a  civilian  employee,  not 
compensated  from  funds  appropriated  by  the  Congress,  in  the  Army 
and  Air  Force  Exchange  Service,  Army  and  Air  Force  Motion 
Picture  Service,  Navy  Ship’s  Service  Stores,  Marine  Corps  Post 
Exchanges,  or  other  activities,  conducted  by  an  instrumentality  of 
the  United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National  Military  Establishment  for 
the  comfort,  pleasure,  contentment,  and  mental  and  physical  improve¬ 
ment  of  personnel  of  such  establishment. 

Subparagraph  (D)  contains  12  special  classes  of  excepted  services 
performed  in  the  employ  of  the  United  States  or  of  any  instrumentality 
of  the  United  States,  which  are  in  addition  to  the  general  exceptions 
contained  in  subparagraphs  (A),  (B),  and  (C).  These  special  classes 
of  excepted  services  are  as  follows : 

(i)  Service  performed  as  the  President  or  Vice  President  of  the 
United  States  or  as  a  Member  of  the  Congress  of  the  United  States,  a 
Delegate  to  the  Congress,  or  a  Resident  Commissioner; 


136 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  195  0 


(ii)  Service  performed  in  the  legislative  branch  of  the  United  States 
Government  (service  in  the  judicial  branch  of  the  U.  S.  Government  is 
excluded  from  employment  -under  par.  (7)  (A)  by  reason  of  the  fact 
that  all  service  performed  in  such  branch  is  covered  by  a  retirement 
system  established  by  congressional  enactment) ; 

(iii)  Service  performed  in  the  field  service  of  the  Post  Office  Depart¬ 
ment  unless  performed  by  any  individual  as  an  employee  who  is  ex¬ 
cluded  by  Executive  order  from  the  operation  of  the  Civil  Service 
Retirement  Act  of  May  29,  1930,  because  he  is  serving  under  a  tempo¬ 
rary  appointment  pending  final  determination  of  eligibility  for  perma¬ 
nent  or  indefinite  appointment; 

(iv)  Service  performed  in  or  under  the  Bureau  of  the  Census  of  the 
Department  of  Commerce  by  temporary  employees  employed  for  the 
actual  taking  of  any  census  (exclusive  of  clerical  or  other  employees 
employed  for  work  other  than  in  the  actual  taking  of  the  census)  ; 

(v)  Service  performed  by  any  individual  as  an  employee  who  is 
excluded  by  Executive  order  from  the  operation  of  the  Civil  Service 
Retirement  Act  of  May  29,  1930,  because  of  payment  on  a  contract  or 
fee  basis; 

(vi)  Service  performed  by  an  individual  as  an  employee  for  nominal 
compensation  of  $12  or  less  per  annum; 

(vii)  Service  performed  in  a  hospital,  home,  or  other  institution  of 
the  United  States  by  a  patient  or  inmate  thereof; 

(viii)  Service  performed  by  any  individual  as  a  consular  agent  ap¬ 
pointed  under  the  authority  of  section  551  of  the  Foreign  Service  Act 
of  1946; 

(ix)  Service  performed  by  student  nurses,  medical  or  dental  interns, 
residents-in-training,  student  dietitians,  student  physical  therapists, 
or  student  occupational  therapists,  assigned  or  attached  to  a  hospital, 
clinic,  or  medical  or  dental  laboratory  operated  by  any  department, 
agency,  or  instrumentality  of  the  Federal  Government,  or  by  certain 
other  student  employees  described  in  section  2  of  the  act  of  August  4, 
1947; 

(x)  Service  performed  by  any  individual  as  an  employee  serving  on 
a  temporary  basis  in  case  of  fire,  storm,  earthquake,  flood,  or  othef 
emergency; 

(xi)  Service  performed  by  any  individual  as  an  employee  who  is 
employed  under  a  Federal  relief  program  to  relieve  him  from  unem¬ 
ployment;  or 

(xii)  Service  performed  as  a  member  of  a  State,  county,  or  com¬ 
munity  committee  under  the  Production  and  Marketing  Administra¬ 
tion  or  of  any  other  board,  council,  committee,  or  other  similar  body, 
unless  such  board,  council,  committee,  or  other  body  is  composed 
exclusively  of  individiuals  otherwise  in  the  full-time  employ  of  the 
United  States. 

Under  the  amendment  service  performed  in  the  employ  of  the 
United  States  which  is  not  covered  by  a  retirement  system  established 
either  by  a  law  of  the  United  States  or  by  the  agency  for  which  the 
service  is  performed  constitutes  employment,  unless  such  service  is 
expected  from  employment  by  one  of  the  12  special  classes  of  excepted 
services  or  by  some  provision  of  section  1426  of  the  code  other  than 
paragraph  (7).  Service  performed  in  the  employ  of  a  wholly  owned 
instrumentality  of  the  United  States  constitutes  employment  under 
the  amendment,  if  the  service  is  specifically  mentioned  in  subpara- 
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graph  (C)  as  one  of  the  classes  of  services  to  which  the  basic  provisions 
of  such  subparagraph  shall  not  be  applicable,  unless  the  service  (1)  is 
covered  by  a  retirement  system  established  by  a  law  of  the  United 
States  (subpar.  (B)),  or  (2)  is  excepted  from  employment  by  one  of 
the  12  special  classes  of  excepted  services  (subpar.  (D)),  or  (3)  is 
excepted  from  employment  by  some  provision  of  section  1426  other 
than  paragraph  (7).  Service  performed  in  the  employ  of  an  instru¬ 
mentality  which  has  a  blanket  tax  exemption  and  which  had  such  an 
exemption  on  December  31,  1950,  is  covered  under  the  same  condi¬ 
tions  as  those  applying  to  service  performed  in  the  employ  of  a 
wholly  owned  instrumentality.  Service  performed  in  the  employ 
of  any  other  instrumentality  of  the  United  States  constitutes  employ¬ 
ment,  unless  the  service  (1)  is  covered  by  a  retirement  system  estab¬ 
lished  by  a  law  of  the  United  States  (subpar.  (B)),  or  (2)  is  excepted 
from  employment  by  one  of  the  12  special  classes  of  excepted  services 
(subpar.  (D)),  or  (3)  is  excepted  from  employment  by  some  provision 
of  section  1426  other  than  paragraph  (7).  Determinations  as  to 
whether  services  are  covered  by  a  retirement  system  of  the  requisite 
character  are  to  be  made  as  of  the  time  the  services  are  performed. 

Service  performed  by  most  civilian  and  all  military  personnel  of  the 
United  States  will  be  excepted  from  employment  under  the  amendment 
since  such  service  is  covered  by  a  retirement  system  established  by 
a  law  of  the  United  States.  On  the  other  hand,  the  amendment  has 
the  effect  of  extending  coverage  to  certain  Federal  employees,  such 
as  temporary  employees  of  the  United  States  who  are  excluded  from 
coverage  under  the  Federal  civil-service  retirement  system  pending 
permanent  or  indefinite  appointment,  and  certain  other  short-duration 
employees  likewise  excluded  from  coverage  under  the  Federal  civil- 
service  retirement  system.  Service  (which  otherwise  constitutes 
employment)  performed  by  certain  civilian  employees  in  the  employ 
of  some  instrumentalities  of  the  United  States,  such  as  national 
farm-loan  associations,  production-credit  associations,  Federal  credit 
unions,  and  certain  military  post  exchanges  and  similar  organizations, 
will  be  covered  employment  under  the  amendments  made  by  the  bill. 

Paragraph  (8),  as  amended  by  your  committee,  continues  without 
change  the  existing  exception  from  employment  of  service  performed 
for  State  governments,  their  political  subdivisions,  and  certain  of  their 
instrumentalities.  Your  committee  has  restored  that  portion  of  the 
existing  section  1426  (b)  (7)  of  the  code  which  was  omitted  from  the 
House  bill,  relating  to  the  exception  from  employment  of  service 
performed  in  the  employ  of  an  instrumentality  of  one  or  more  States 
or  political  subdivisions  to  the  extent  that  the  instrumentality  is,  with 
respect  to  such  service,  immune  under  the  Constitution  of  the  United 
States  from  the  employers’  tax  imposed  by  section  1410  of  the  code. 
Your  committee  has  eliminated  that  provision  of  the  House  bill  which 
would  have  extended  coverage  on  a  compulsory  basis  to  certain 
employees  of  publicly  owned  transit  systems. 

Paragraph  (9),  as  amended  by  your  committee,  takes  the  place  of 
the  existing  exception  from  employment  (in  sec.  1426  (b)  (8)  of  the 
code)  of  service  performed  for  certain  religious,  charitable,  scientific, 
literary,  educational,  or  humane  organizations.  Subparagraph  (A) 
of  paragraph  (9) ,  which  is  the  same  as  paragraph  (9)  under  the  House 
bill,  excepts  from  employment  service  performed  by  a  duly  ordained, 
commissioned,  or  licensed  minister  of  a  church  in  the  exercise  of  his 
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ministry  or  by  a  member  of  a  religious  order  in  the  exercise  of  the 
duties  required  by  such  order.  The  exception  contained  in  subpara¬ 
graph  (A)  applies  to  the  performance  of  services  which  are  ordinarily 
the  duties  of  such  ministers  or  members  of  religious  orders.  The 
duties  of  ministers  include  the  ministration  of  sacerdotal  functions 
and  the  conduct  of  religious  worship,  and  the  control,  conduct,  and 
maintenance  of  religious  organizations  (including  the  religious  boards, 
societies,  and  other  integral  agencies  of  such  organizations) ,  under  the 
authority  of  a  religious  body  constituting  a  church  or  church  denom¬ 
ination. 

Subparagraph  (B),  which  was  added  by  your  committee  to  the 
House  bill,  excepts  from  employment  (1)  service  performed  in  the 
employ  of  a  corporation,  fund,  or  foundation,  which  is  exempt  from 
income  tax  under  section  101  (6)  of  the  code  and  which  is  organized 
and  operated  primarily  for  religious  purposes;  and  (2)  service  per¬ 
formed  in  the  employ  of  a  corporation,  fund,  or  foundation,  which  is 
exempt  from  income  tax  under  section  101  (6)  of  the  code  and  which 
is  owned  and  operated  by  one  or  more  of  the  corporations,  funds,  or 
foundations  referred  to  in  clause  (1)  of  this  sentence.  This  exception 
from  employment,  however,  is  not  applicable  to  service  in  the  employ 
of  any  organization  described  in  either  clause  (1)  or  (2)  of  the  preceding 
sentence  which  is  performed  on  or  after  the  first  day  of  the  calendar 
quarter  following  the  calendar  quarter  in  which  such  organization 
files  with  the  Commissioner  of  Internal  Revenue  a  statement  that  it 
desires  to  have  the  insurance  system  established  by  title  II  of  the 
Social  Security  Act  extended  to  service  performed  by  its  employees. 
The  statement  provided  for  under  subparagraph  (B)  must  be  filed 
by  each  organization  which  desires  coverage  for  its  employees  and 
must  apply  to  all  its  employees  other  than  those  to  which  subpara¬ 
graph  (A)  is  applicable.  Subparagraph  (B)  further  provides  that 
such  statement  may  be  filed  on,  before,  or  after  January  1,  1951; 
however,  because  the  effective  date  of  section  204  (in  which  this  sub- 
paragraph  is  included)  is  January  1,  1951,  the  election  will  not  be 
effective  with  respect  to  services  performed  prior  to  January  1,  1951. 
Service  with  respect  to  which  an  election  is  in  effect  constitutes 
employment,  unless  excepted  from  employment  under  some  provision 
of  section  1426  of  the  code  other  than  paragraph  (9)  (B);  and  the 
employers’  and  employees’  taxes  under  the  Federal  Insurance  Contri¬ 
butions  Act  apply  with  respect  to  remuneration  for  such  service  in 
the  same  manner  as  with  respect  to  remuneration  for  employment  for 
any  other  employer.  The  liability  with  regard  to  the  employers’  tax 
and  the  employees’  tax  of  an  organization  which  has  filed  an  election 
of  coverage  is  in  all  respects  the  same  as  the  liability  of  any  other 
employer  with  regard  to  such  taxes  and  is  collectible  and  enforceable 
in  the  same  manner  as  the  liability  of  any  other  employer.  The 
statement  electing  coverage  is  to  be  filed  in  such  form  and  manner, 
and  with  such  officials  of  the  Bureau  of  Internal  Revenue,  as  may  be 
prescribed  by  regulations  made  pursuant  to  the  Internal  Revenue 
Code.  The  election  once  duly  made  is  irrevocable. 

The  effect  of  the  new  paragraph  (9)  will  be  (1)  to  extend  coverage 
on  a  compulsory  basis  to  service  which  is  excepted  under  present  law 
by  the  provisions  of  section  1426  (b)  (8)  of  the  code,  other  than 
service  performed  in  the  employ  of  the  organizations  described  in 
subparagraph  (B)  of  the  new  paragraph  (9)  or  service  otherwise 
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excluded  under  section  1426;  and  (2)  to  extend  coverage  on  an 
elective  basis  to  service  performed  in  the  employ  of  the  organizations 
described  in  subparagraph  (B)  of  the  new  paragraph  (9),  except 
as  to  service  by  ministers  and  members  of  religious  orders  referred 
to  in  subparagraph  (A)  of  the  new  paragraph  (9)  or  service  otherwise 
excepted  under  section  1426. 

Paragraph  (9)  under  the  committee  bill  differs  from  and  is  in 
substitution  for  section  202  of  the  House  bill  and  eliminates  the 
necessity  for  section  109  (c)  (in  part)  of  the  House  bill. 

Paragraph  (10),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  existing  exclusion  of  service  performed  by  an  em¬ 
ployee  or  employee  representative  covered  by  the  railroad  retirement 
system. 

Paragraph  (11)  revises  certain  exclusions  contained  in  paragraph 

(10)  of  existing  law,  and  omits  others.  Subparagraph  (A)  of  paragraph 

(11)  excludes  service  performed  in  any  calendar  quarter  in  the  employ 
of  any  organization  exempt  from  income  tax  under  section  101  of  the 
code,  if  the  remuneration  for  such  service  is  less  than  $50  ($45  or 
less  under  existing  law,  and  less  than  $100  under  the  House  bill). 
The  dollar  test  under  subparagraph  (A)  is  the  amount  earned  in  a 
calendar  quarter  and  not  the  amount  paid  in  a  calendar  quarter. 
Subparagraph  (B)  excludes  service  performed  in  the  employ  of  a 
school,  college,  or  university,  whether  or  not  exempt  from  income  tax 
under  section  101,  if  such  service  is  performed  by  a  student  who  is 
enrolled  and  is  regularly  attending  classes  at  such  school,  college, 
or  university. 

Paragraphs  (12)  and  (13),  which  are  the  same  as  under  the  House 
bill,  continue  without  change  the  present  exclusion  of  service  performed 
in  the  employ  of  a  foreign  government  or  of  a  wholly  owned  instru¬ 
mentality  of  a  foreign  government  under  certain  prescribed  conditions. 

Paragraph  (14),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  exclusion  of  service  performed  by  certain  student 
nurses  and  interns. 

Paragraph  (15),  which  is  the  same  as  under  the  House  bill,  con¬ 
tinues  without  change  the  present  exclusion  of  certain  fishing  services. 

Paragraph  (16),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  present  exclusion  of  services  performed  in  the 
delivery  and  distribution  of  newspapers,  shopping  news,  and  maga¬ 
zines  under  certain  prescribed  conditions. 

Paragraph  (17),  which  is  the  same  as  under  the  House  bill,  continues 
without  change  the  present  exclusion  of  service  performed  for  an 
international  organization. 

Your  committee  has  eliminated  paragraph  (18),  contained  in  the 
House  bill,  which  would  have  excepted  from  employment  service  per¬ 
formed  by  a  particular  type  of  salesman.  The  exception  is  no  longer 
necessary  in  view  of  the  action  of  your  committee  in  eliminating  para¬ 
graph  (4)  of  the  definition  of  the  term  “employee”  contained  in  sec¬ 
tion  1426  (d)  of  the  code,  as  amended  by  section  206  (a)  of  the  House 
bill. 

Subsection  (b)  of  section  204  of  the  bill,  effective  January  1,  1951, 
amends  subsection  (e)  of  section  1426  of  the  code,  which  defines  the 
term  “State.”  Except  for  a  change  in  the  effective  date  from  January 
1,  1950,  to  January  1,  1951,  and  a  change  in  references  to  a  section 
which  has  been  renumbered  by  your  committee,  this  subsection  is  the 
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same  as  in  the  House  bill.  The  new  subsection  (e)  contains  three 
separate  numbered  paragraphs.  The  new  paragraph  (1)  defines  the 
term  “State.”  Under  the  existing  law  the  term  “State”  includes 
Alaska,  Hawaii,  and  the  District  of  Columbia.  The  amendment  also 
includes  within  such  term  the  Virgin  Islands  and,  on  and  after  the 
effective  date  specified  in  section  3810  of  the  code  (i.  e.,  the  date  on 
which  the  provisions  of  title  II  of  the  Social  Security  Act  are  extended 
to  Puerto  Rico),  Puerto  Rico.  The  new  paragraph  (2)  provides  that 
the  term  “United  States”  when  used  in  a  geographical  sense  includes 
the  Virgin  Islands  and,  on  and  after  the  effective  date  specified  in 
section  3810,  Puerto  Rico.  The  new  paragraph  (3),  relating  to  the 
term  “citizen  of  the  United  States,”  provides  that  an  individual  who 
is  a  citizen  of  Puerto  Rico  (but  not  otherwise  a  citizen  of  the  United 
States)  and  who  is  not  a  resident  of  the  United  States  shall  not  be 
considered,  for  the  purposes  of  section  1426  of  the  code,  as  a  citizen 
of  the  United  States  prior  to  the  effective  date  specified  in  section 
3810.  Paragraph  (3)  is  designed  to  exclude  from  employment  (prior 
to  the  effective  date  specified  in  sec.  3810)  services  performed  by  such 
a  citizen  of  Puerto  Rico  who  works  in  Puerto  Rico  (or  elsewhere  out¬ 
side  the  United  States)  as  an  employee  for  an  American  employer 
(as  defined  in  sec.  1426  (i)). 

Subsection  (c)  of  section  204  of  the  bill,  which  is  the  same  as  section 
205  (c)  of  the  House  bill,  amends  subsection  (g)  of  section  1426  of 
the  code,  which  defines  the  term  “American  vessel,”  by  making  a 
change  in  the  heading  of  such  subsection  and  by  adding  a  definition 
of  the  term  “American  aircraft.”  The  term  “American  aircraft”  is 
defined,  for  purposes  of  the  Federal  Insurance  Contributions  Act,  to 
mean  an  aircraft  registered  under  the  laws  of  the  United  States. 
Subsection  (g)  of  this  section  of  the  bill  provides  that  the  amendment 
made  by  subsection  (c)  shall  be  applicable  only  with  respect  to  serv¬ 
ices  performed  after  December  31,  1950  (December  31,  1949,  under 
the  House  bill). 

Subsection  (d)  of  section  204  of  the  bill  amends  subsection  (h)  of 
section  1426  of  the  code,  which  defines  the  term  “agricultural  labor” 
for  purposes  of  the  Federal  Insurance  Contributions  Act.  Section 
204  (d)  is  the  same  as  section  205  (d)  of  the  House  bill,  except  for  a 
change  in  paragraph  (3)  of,  and  the  addition  of  paragraph  (5)  to, 
section  1426  (h)  and  for  a  minor  technical  change.  Section  1426  (h) 
of  existing  law  contains  four  numbered  paragraphs.  The  new  sub¬ 
section  (h)  contains  five  numbered  paragraphs.  Paragraph  (1)  of 
existing  law  relates  to  service  performed  on  a  farm,  in  the  employ  of 
any  person,  in  connection  with  cultivating  the  soil  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticultural  commodity, 
including  the  raising,  shearing,  feeding,  caring  for,  training,  and  man¬ 
agement  of  livestock,  bees,  poultry,  and  fur-bearing  animals  and 
wildlife.  Paragraph  (2)  of  existing  law  relates  to  service  performed 
in  the  employ  of  the  owner,  tenant,  or  other  operator  of  a  farm  in 
connection  with  the  operation,  management,  conservation,  improve¬ 
ment,  or  maintenance  of  such  farm  and  its  tools  and  equipment,  or 
in  salvaging  timber  or  clearing  land  of  brush  and  other  debris  left  by 
a  hurricane,  if  the  major  portion  of  the  service  is  performed  on  a 
farm.  The  new  paragraphs  (1)  and  (2)  continue  without  change 
the  provisions  of  paragraphs  (1)  and  (2)  of  existing  law. 
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Paragraph  (3)  of  existing  law  includes  as  agricultural  labor  the 
following  services  even  though  not  performed  on  a  farm:  Services 
performed  in  connection  with  the  production  or  harvesting  of  maple 
sirup  or  maple  sugar  or  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agricultural  Marketing  Act,  as 
amended,  or  in  connection  with  the  raising  or  harvesting  of  mush¬ 
rooms,  or  in  connection  with  the  hatching  of  poultry,  or  in  connection 
with  the  ginning  of  cotton,  or  in  connection  with  the  operation  or 
maintenance  of  ditches,  canals,  reservoirs,  or  waterways  used  exclu¬ 
sively  for  supplying  and  storing  water  for  farming  purposes.  The 
new  paragraph  (3),  as  amended  by  your  committee,  includes  as 
agricultural  labor  only  services  performed  in  connection  with  the 
production  or  harvesting  of  any  commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agricultural  Marketing  Act,  as 
amended,  or  in  connection  with  the  ginning  of  cotton,  or  in  connection 
with  the  operation  or  maintenance  of  ditches,  canals,  reservoirs,  or 
waterways,  not  owned  or  operated  for  profit,  used  exclusively  for 
supplying  and  storing  water,  for  farming  purposes.  Your  committee 
has  added  to  the  House  bill  the  provision  with  respect  to  the  operation 
of  ditches,  canals,  reservoirs,  or  waterways.  The  effect  of  the 
amended  paragraph  (3)  is  to  exclude  from  the  definition  of  agricultural 
labor  services  performed  in  connection  with  the  production  or  harvest¬ 
ing  or  maple  sap,  or  in  connection  with  the  raising  or  harvesting  of 
mushrooms,  or  in  connection  with  the  hatching  of  poultry,  unless  such 
services  are  performed  on  a  farm  (as  defined  in  sec.  1426  (h)).  Thus, 
services  performed  in  connection  with  the  operation  of  a  hatchery,  if 
not  operated  as  part  of  a  poultry  or  other  farm,  will  be  covered 
employment.  Under  the  amendment  services  performed  in  the  proc¬ 
essing  (as  distinguished  from  the  gathering)  of  maple  sap  into 
maple  sirup  or  maple  sugar  do  not  constitute  agricultural  labor,  even 
though  such  services  are  performed  on  a  farm.  Services  pei'formed  in 
connection  with  the  operation  or  maintenance  of  ditches,  canals, 
reservoirs,  or  waterways,  not  owned  or  operated  for  profit,  used 
exclusively  for  supplying  and  storing  water  for  farming  purposes,  con- 
situte  agricultural  labor  under  the  amendment  made  by  your  com¬ 
mittee.  Services  referred  to  in  the  preceding  sentence  would  not 
have  constituted  agricultural  labor  under  the  House  amendment, 
unless  the  major  part  of  such  services  were  performed  on  a  farm  and 
such  services  were  performed  in  the  employ  of  the  owner,  tenant,  or 
other  operator  of  a  farm,  in  connection  with  the  operation,  conserva¬ 
tion,  improvement,  or  maintenance  of  such  fai’m. 

Paragraph  (4)  of  existing  law  includes  as  agricultural  labor  service 
performed  in  the  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to  storage  or  to 
market  or  to  a  carrier  for  transportation  to  market,  any  agricultural 
or  horticultural  commodity,  provided  such  service  is  performed  as  an 
incident  to  ordinary  farming  operations  or,  in  the  case  of  fruits  or 
vegetables,  as  an  incident  to  the  preparation  of  such  fruits  and  vege¬ 
tables  for  market.  Subparagraphs  (A)  and  (B)  of  the  new  paragraph 
(4)  are  a  complete  revision  of  the  afore-mentioned  provisions  of  para¬ 
graph  (4)  of  existing  law.  Under  such  subparagraph  (A)  the  term 
“agricultural  labor”  includes  service  performed  in  the  employ  of  the 
owner-operator,  tenant-operator,  or  other  operator  of  a  farm  in 
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handling,  planting,  drying,  packing,  packaging,  processing,  freezing, 
grading,  storing,  or  delivering  to  storage  or  to  market  or  to  a  carrier 
for  transportation  to  market,  any  agricultural  or  horticultural  com¬ 
modity  in  its  unmanufactured  state,  provided  such  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to  which  such 
service  is  performed  during  the  pay  period.  Under  such  subpara¬ 
graph  (B)  the  term  “agricultural  labor”  includes  service  of  the  charac¬ 
ter  described  in  the  preceding  sentence  performed  in  the  employ  of  a 
group  of  operators  of  farms  (other  than  a  cooperative  organization), 
provided  such  operators  produced  all  of  the  commodity  with  respect 
to  which  such  service  is  performed  during  the  pay  period.  The  tests 
“as  an  incident  to  ordinary  farming  operations”  and  “as  an  incident 
to  the  preparation  of  fruits  or  vegetables  for  market”  have  been  strick¬ 
en  by  the  amendment  and  in  lieu  thereof  three  tests  have  been  sub¬ 
stituted,  namely,  the  status  of  the  person  for  whom  the  service  is 
performed,  the  state  of  the  commodity  with  respect  to  which  the 
service  is  performed,  and  the  extent  to  which  such  commodity  was 
produced  by  the  operator  or  group  of  operators  in  whose  employ  the 
service  is  performed. 

Under  existing  law  service  of  the  prescribed  character  performed 
with  respect  to  fruits  or  vegetables  in  the  employ  of  any  person  con¬ 
stitutes  agricultural  labor,  provided  such  service  is  performed  “as  an 
incident  to  the  preparation  of  such  fruits  or  vegetables  for  market”; 
and  such  service  with  respect  to  all  other  agricultural  or  horticultural 
commodities  constitutes  agricultural  labor,  if  the  service  is  performed 
“as  an  incident  to  ordinary  farming  operations.”  Under  the  amend¬ 
ment  service  of  the  character  prescribed  therein  is  included  as  agricul¬ 
tural  labor  only  if  performed  in  the  employ  of  the  operator  of  a  farm 
or  a  group  of  operators  of  farms  (other  than  a  cooperative  organiza¬ 
tion).  The  term  “operator  of  a  farm”  as  used  in  paragraph  (4)  means 
an  owner,  tenant,  or  other  person,  in  possession  of  a  farm  and  engaged 
in  the  operation  of  such  farm.  Service  of  the  prescribed  character 
performed  in  the  employ  of  a  cooperative  organization  does  not  con¬ 
stitute  agricultural  labor.  The  term  “organization”  as  used  in  sub- 
paragraph  (B)  includes  corporations,  joint-stock  companies,  and  asso¬ 
ciations  which  are  treated  as  corporations  under  the  Internal  Revenue 
Code.  For  the  purposes  of  such  subparagraph,  any  unincorporated 
group  of  operators  shall  be  deemed  a  cooperative  organization  if  the 
number  of  operators  comprising  such  group  is  more  than  20  at  any 
time  during  the  calendar  quarter  in  which  the  service  involved  is 
performed. 

Under  the  amendment  service  of  the  prescribed  character  with 
respect  to  an  agricultural  or  horticultural  commodity  constitutes 
agricultural  labor  only  if  the  service  is  performed  with  respect  to  such 
commodity  in  its  unmanufactured  state.  The  effect  of  this  provision 
is  to  exclude  from  the  definition  of  agricultural  labor  under  paragraph 
(4)  any  service  of  the  prescribed  character  performed  with  respect  to 
a  commodity  the  character  of  which  has  been  changed  from  its  raw 
or  natural  state  by  a  processing  operation.  For  example,  the  slicing 
and  sun  drying  or  dehydration  of  apples  are  not  processing  operations 
which  change  the  character  of  the  apples,  but  the  grinding  of  dried 
apples  or  the  pressing  of  raw  apples  into  cider  is  a  processing  operation 
which  changes  the  character  of  the  apples  from  their  raw  or  natural 
state.  Where  the  service  of  the  prescribed  character  is  performed  in 
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the  employ  of  the  operator  of  a  farm,  such  service  does  not  constitute 
agricultural  labor  under  the  amendment  unless  such  operator  pro¬ 
duced  more  than  one-half  of  the  commodity  with  respect  to  which  the 
service  is  performed  during  the  pay  period.  Where  the  service  is 
performed  in  the  employ  of  a  group  of  operators  of  farms  (other  than  a 
cooperative  organization),  such  service  does  not  constitute  agricul¬ 
tural  labor  under  the  amendment  unless  such  operators  produced  all 
of  the  commodity  with  respect  to  which  the  service  is  performed 
during  the  pay  period.  The  term  “commodity”  refers  to  a  single 
agricultural  or  horticultural  product,  that  is,  all  apples  are  to  be 
treated  as  a  single  commodity,  while  apples  and  peaches  are  to  be 
treated  as  two  separate  commodities.  The  service  with  respect  to 
each  such  commodity  is  to  be  considered  separately. 

Subparagraph  (C)  provides  in  effect  that  service  of  the  prescribed 
character  performed  in  connection  with  commercial  canning  or  com¬ 
mercial  freezing  or  in  connection  with  any  agricultural  or  horticultural 
commodity  after  its  delivery  to  a  terminal  market  for  distribution 
for  consumption  does  not  constitute  agricultural  labor  under  para¬ 
graph  (4).  This  provision  is  in  all  material  respects  the  same  as  that 
in  existing  law. 

Paragraph  (5),  which  has  been  added  by  your  committee  to  section 
1426  (h)  of  the  code,  includes  as  agricultural  labor  service  not  in  the 
course  of  the  employer’s  trade  or  business  or  domestic  service  in  a 
private  home  of  the  employer,  if  such  service  is  performed  on  a  farm 
operated  for  profit.  The  inclusion  of  these  services  as  agricultural 
labor  eliminates  the  necessity  for  any  separation  of  services  performed 
within  the  residence  of  the  farm  operator  by  his  employees  from  those 
services  performed  by  such  employees  on  any  other  part  of  the  farm. 
It  also  eliminates  the  necessity  for  any  separation  of  services  not  in 
the  course  of  an  employer’s  trade  or  business  from  those  which  are  in 
the  course  of  his  trade  or  business.  Generally,  a  farm  is  not  operated 
for  profit,  if  it  is  occupied  primarily  for  residential  purposes,  or  is 
used  primarily  for  the  pleasure  of  the  occupant  or  his  family  such  as 
for  the  entertainment  of  guests  or  as  a  hobby  of  the  occupant  or  his 
family. 

The  bill  continues  without  change  the  definition  of  the  term  “farm,” 
but  extends  the  application  of  such  definition  to  the  entire  section 
1426  of  the  code,  rather  than  limiting  it  to  the  definition  of  the  term 
“agricultural  labor”  as  in  existing  law. 

Subsection  (g)  of  section  204  of  the  bill  provides  that  the  amend¬ 
ments  to  section  1426  (h)  made  by  subsection  (cl)  of  this  section  of 
the  bill  shall  be  applicable  only  with  respect  to  services  performed  after 
December  31,  1950  (December  31,  1949,  under  the  House  bill). 

The  amendment  of  the  definition  of  “agricultural  labor”  for  the 
purposes  of  the  Federal  Insurance  Contributions  Act  will  automatically 
be  applicable  for  the  purposes  of  income-tax  withholding  on  wages 
(for  services  performed  after  1950),  since  section  1621  (a)  (2)  of  the 
code  (defining  “wages”  for  income-tax  withholding)  provides  that  the 
term  “wages”  shall  not  include  remuneration  paid  for  “agricultural 
labor”  as  defined  in  section  1426  (h). 

Subsection  (e)  of  section  204  of  the  bill,  which  is  the  same  as  section 
205  (e)  of  the  House  bill,  amends  section  1426  of  the  code  by  striking 
out  subsections  (i)  and  (j),  relating  respectively  to  certain  services 
performed  for  the  War  Shipping  Administration  or  the  United  States 
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Maritime  Commission  and  to  certain  services  performed  for  the 
Bonneville  Power  Administrator  (these  provisions  are  superseded  by 
the  new  sections  1420  (e)  and  1426  (b)  of  the  code),  and  by  inserting 
in  lieu  thereof  a  new  subsection  (i).  The  new  subsection  (i)  defines  the 
term  “American  employer,”  for  purposes  of  the  Federal  Insurance 
Contributions  Act,  to  mean  an  employer  which  is  (1)  the  United  States 
or  any  instrumentality  thereof,  (2)  an  individual  who  is  a  resident  of 
the  United  States,  (3)  a  partnership,  if  two-thirds  or  more  of  the  part¬ 
ners  are  residents  of  the  United  States,  (4)  a  trust,  all  the  trustees  of 
which  are  residents  of  the  United  States,  or  (5)  a  corporation  organized 
under  the  laws  of  the  United  States  or  of  any  State.  Subsection  (gf 
of  this  section  of  the  bill  provides  that  the  amendment  made  by  sub¬ 
section  (e)  shall  be  applicable  only  with  respect  to  services  performed 
after  December  31,  1950  (December  31,  1949,  under  the  House  bill). 

Subsection  (f)  of  section  204  of  the  bill  conforms  section  1426  (c) 
of  the  code,  relating  to  the  included-excluded  rule  for  determining 
employment,  and  section  1428  of  the  code,  relating  to  estimates  of 
revenue  reduction,  to  the  change  in  the  paragraph  number  of  the 
exclusion  from  employment  of  service  performed  by  an  individual 
covered  under  the  railroad  retirement  system.  The  amendment  to 
section  1428  was  added  by  your  committee.  Subsection  (g)  of  this 
section  of  the  bill  provides  that  the  amendments  made  by  subsection 
(f)  shall  be  applicable  only  with  respect  to  services  performed  after 
December  31,  1950  (December  31,  1949,  under  the  House  bill). 

DEFINITION  OF  “EMPLOYEE” 

Section  205:  This  section  corresponds  to  section  206  of  the  House 
bill.  Subsection  (a)  of  this  section  amends  subsection  (d)  of  section 
1426  of  the  Internal  Revenue  Code,  which  defines  the  term  “employee” 
for  the  purposes  of  the  Federal  Insurance  Contributions  Act. 

Paragraphs  (1),  (2),  and  (3),  of  the  definition  provide  separate  and 
independent  tests  for  determining  who  are  employees.  If  an  indi¬ 
vidual  is  an  employee  under  any  one  of  the  paragraphs,  he  is  to  be 
considered  an  employee  whether  or  not  he  is  an  employee  under  any 
of  the  other  paragraphs. 

Paragraph  (1)  of  the  definition  continues  without  change  the  present 
provision  that  any  officer  of  a  corporation  is  an  employee. 

Under  paragraph  (2)  of  the  definition  the  usual  common-law  rules 
applicable  in  determining  the  employer-employee  relationship  are  to 
be  used  to  determine  whether  an  individual  is  an  employee.  Your 
committee  has  eliminated  the  second  sentence  of  paragraph  (2)  of 
the  definition  of  the  term  “employee”  in  the  House  bill  which  was 
designed  to  modify  the  effect  of  the  United  States  Supreme  Court’s 
holding  in  Bartels  v.  Birmingham  (1947)  (332  U.  S.  126). 

Your  committee  believes  that  the  usual  common-law  rules  for 
derermining  the  employer-employee  relationship  fall  short  of  covering 
certain  individuals  who  should  be  taxed  at  the  employee  rate  under 
the  old-age  and  survivors  insurance  program.  The  statutory  pro¬ 
visions  set  forth  in  paragraph  (3)  are  designed  to  extend  the  definition 
to  include  those  individuals  who,  although  not  employees  under  the 
usual  common-law  rules,  occupy  substantially  the  same  status  as 
those  who  are  employees  under  such  rules. 
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Paragraph  (3)  of  the  definition  covers  individuals  in  the  following 
occupational  groups  who  perform  services  for  remuneration  under 
certain  prescribed  circumstances: 

(A)  as  an  agent-driver  or  commission-driver  engaged  in  distributing 
meat  products,  bakery  products,  or  laundry  or  dry-cleaning  services; 
or 

(B)  as  a  full-time  life-insurance  salesman. 

The  application  of  this  paragraph  of  the  definition  requires  the 
identifying  of  the  individual  as  one  who  performs  service  in  one  of  the 
designated  occupational  groups.  If  the  services  are  not  performed  in 
one  of  the  designated  occupational  groups,  paragraph  (3)  is  inappli¬ 
cable  with  respect  to  such  services.  The  language  used  in  the  bill  to 
designate  the  respective  occupational  groups  relates  to  fields  of  en¬ 
deavor  in  which  particular  designations  are  not  necessarily  in  universal 
use  with  respect  to  the  same  service.  The  designations  are  addressed 
to  the  actual  services  without  regard  to  any  technical  or  colloquial 
labels  which  may  be  attached  to  such  services.  The  purpose  in  listing 
these  categories  is  not  to  define  but  to  identify  each  occupational 
group.  Thus,  a  determination  whether  services  fall  within  one  of  the 
categories  depends  upon  the  facts  of  the  particular  situation. 

The  factual  situations  set  out  below  are  illustrative  of  some  of  the 
individuals  falling  within  each  of  the  occupational  groups  enumerated 
in  paragraph  (3)  of  the  definition.  The  mere  fact  that  an  individual 
falls  within  an  enumerated  occupational  group,  however,  does  'not  in 
itself  make  such  individual  an  employee  under  this  paragraph,  unless 
the  contract  of  service  contemplates  that  substantially  all  of  the  services 
are  to  be  performed  personally  by  such  individual,  there  is  no  sub¬ 
stantial  investment  in  facilities  used  in  connection  with  the  perform¬ 
ance  of  such  services  (other  than  the  investment  in  facilities  for  trans¬ 
portation),  and  the  service  is  not  in  the  nature  of  a  single  transaction. 

The  illustrative  factual  situations  are  as  follows: 

(A)  Agent-driver  or  commission-driver  engaged  in  distributing  meat 
products,  bakery  products,  or  laundry  or  dry-cleaning  services. — This 
category  includes  an  individual  who  operates  his  own  truck  or  the 
truck  of  the  company  for  which  fie  performs  services,  serves  customers 
designated  by  the  company  as  well  as  those  solicited  on  his  own,  and 
whose  compensation  is  a  commission  on  his  sales  or  the  difference 
between  the  price  he  charges  his  customers  and  the  price  he  pays  to 
the  company  for  the  product  or  service. 

(B)  Full-time  life-insurance  salesman. — Any  individual  who  is  not 
an  employee  under  the  usual  common-law  rules  and  whose  entire  or 
principal  business  activity  is  devoted  to  the  solicitation  of  life  insurance 
and  annuity  contracts  primarily  for  one  life-insurance  company  is 
deemed  to  be  an  employee  of  such  company  or  of  its  general  agent 
under  paragraph  (3)  of  the  definition.  Such  a  salesman  ordinarily 
uses  the  office  space  provided  by  the  company  or  its  general  agent,  and 
stenographic  assistance,  telephone  facilities,  and  forms,  rate  books, 
and  advertising  materials  are  usually  made  available  to  him  without 
cost.  lie  occupies  a  general  status  in  many  ways  comparable  to  that 
of  common-law  employees.  An  individual  who  is  engaged  in  the 
general  insurance  business  under  a  contract  or  contracts  of  service 
which  do  not  contemplate  that  the  individual’s  principal  business 
activity  will  be  the  solicitation  of  life  insurance  and  annuity  contracts 
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for  one  company,  or  any  individual  who  devotes  only  part  time  to  the 
solicitation  of  life  insurance  or  annuity  contracts  and  is  principally 
engaged  in  other  endeavors,  is  not  an  employee  within  paragraph  (3) 
of  the  definition. 

In  order  for  an  individual  to  be  an  employee  under  paragraph  (3), 
the  individual  must  perform  services  for  remuneration  in  an  occupation 
falling  within  one  of  the  enumerated  groups,  and  the  contract  of  service 
must  contemplate  that  substantially  all  the  services  to  which  the 
contract  relates  in  the  particular  designated  occupation  are  to  be 
performed  personally  by  such  individual.  However,  even  though  this 
condition  is  met,  the  individual  is  not  an  employee  within  the  meaning 
of  paragraph  (3),  if  (1)  such  individual  has  a  substantial  investment 
in  facilities  used  in  connection  with  the  performance  of  such  services 
(other  than  the  investment  in  facilities  for  transportation),  or  (2)  the 
particular  services  are  in  the  nature  of  a  single  transaction  not  part 
of  a  continuing  relationship  with  the  person  for  whom  the  services 
are  performed. 

For  the  purposes  of  paragraph  (3)  of  the  definition,  the  term 
“contract  of  service”  means  an  arrangement,  formal  or  informal, 
under  which  the  particular  services  are  performed.  The  requirement 
that  the  contract  of  service  shall  contemplate  that  substantially  all 
of  the  services  are  to  be  performed  personally  means  that  it  is  not 
contemplated  that  any  material  part  of  the  services  to  which  the  con¬ 
tract  relates  will  be  delegated  to  any  other  person  by  the  individual 
who  undertakes  to  perform  such  services. 

In  order  for  an  individual  to  be  an  employee  under  paragraph  (3) 
of  the  definition,  he  must  not  have  a  substantial  investment  in  facilities 
used  in  connection  with  the  performance  of  such  services  (other  than 
the  investment  in  facilities  for  transportation).  The  facilities  here 
pertinent  include  equipment  and  premises  available  for  the  work  or 
enterprise  as  distinguished  from  education,  training,  and  experience, 
but  do  not  include  such  tools,  instruments,  equipment,  or  clothing  as 
are  commonly  or  frequently  provided  by  employees.  An  investment 
in  an  automobile  by  an  individual  which  is  used  primarily  for  his  own 
transportation  in  connection  with  performance  of  services  for  another 
person  has  no  significance  under  this  paragraph  since  such  investment 
is  comparable  to  outlays  for  transportation  by  an  individual  per¬ 
forming  similar  services  who  does  not  own  an  automobile.  More¬ 
over,  under  paragraph  (3),  the  investment  in  facilities  for  the  trans¬ 
portation  of  the  goods  or  commodities  to  which  the  services  relate  is 
to  be  excluded  in  determining  the  investment  in  a  particular  case. 

If  an  individual  has  a  substantial  investment  in  facilities  of  the 
requisite  character,  he  is  not  an  employee  within  the  meaning  of 
paragraph  (3)  of  the  definition,  since  a  substantial  investment  of  the 
requisite  character  standing  alone  is  sufficient  to  exclude  the  individual 
from  the  employee  concept  under  such  paragraph. 

If  the  services  are  not  performed  as  part  of  a  continuing  relationship 
with  the  person  for  whom  the  services  are  performed,  but  are  in  the 
nature  of  a  single  transaction,  the  individual  performing  such  services 
is  not  an  employee  within  the  meaning  of  paragraph  (3)  of  the 
definition. 

The  House  bill  listed  six  other  occupational  groups  but  did  not 
list  a  separate  category  of  agent-driver  or  commission-driver.  Your 
committee  has  limited  the  application  of  paragraph  (3)  to  the  two 
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groups  listed.  These  groups  have  been  designated  to  assure  the  ap¬ 
plication  of  the  employee  tax  rate  to  individuals  who  work  in  these 
occupations,  with  the  limitations  discussed  above. 

Your  committee  has  eliminated  the  statutory  concept  set  forth  in 
paragraph  (4)  of  the  definition  of  the  term  “employee”  in  the  House 
bih. 

Subsection  (b)  of  section  205  of  the  committee  bill  provides  that 
the  amendment  made  by  subsection  (a)  shall  be  applicable  only  with 
respect  to  services  performed  after  December  31,  1950  (instead  of 
after  December  31,  1949,  as  provided  in  the  House  bill). 

COMBINED  WITHHOLDING  OF  INCOME  AND  EMPLOYEE  SOCIAL  SECURITY 

TAXES 

Section  206 :  This  section,  for  which  there  is  no  corresponding  pro¬ 
vision  in  the  House  bill,  amends  subchapter  E  of  chapter  9  of  the  code 
by  adding  at  the  end  thereof  five  new  sections,  namely,  sections  1633 
to  1637,  both  inclusive. 

Section  1633  provides  under  certain  conditions  for  the  combined 
withholding  of  the  income  tax  at  source  on  wages  under  subchapter 
D  of  chapter  9  of  the  code  and  of  the  employees’  tax  under  the  Federal 
Insurance  Contributions  Act.  Section  1633  imposes  a  tax  on  wages 
as  defined  therein  which  is  in  lieu  of  the  two  afore-mentioned  taxes 
with  respect  to  such  wages.  Under  existing  law  an  employer  who 
makes  a  payment  of  wages  to  an  employee  is  generally  required  to 
make  separate  determinations  of  the  income  tax  required  to  be  with¬ 
held  under  subchapter  D  of  chapter  9  of  the  code  and  of  the  employee 
tax  under  the  Federal  Insurance  Contributions  Act.  An  employer 
who  makes  a  payment  of  wages  as  defined  in  section  1633  to  an  em¬ 
ployee  is  required  to  make  only  one  determination  with  respect  to  the 
aggregate  amount  to  be  withheld.  Section  1633  also  contains  a 
formula  for  apportioning  annually  the  tax  required  to  be  deducted  and 
withheld  under  such  section  so  as  to  show  the  portion  of  such  tax 
applicable  to  the  income  tax,  which  is  considered  for  all  purposes  as 
imposed  by  subchapter  D  of  chapter  9  of  the  code,  and  the  portion 
applicable  to  the  employee  social-security  tax,  which  is  considered  for 
all  purposes  as  imposed  by  the  Federal  Insurance  Contributions  Act. 

Subsection  (a)  of  section  1633  defines,  for  the  purposes  of  such 
section,  the  term  “wages.”  The  term  “wages”  means  a  payment  of 
remuneration  of  a  prescribed  character  made  (1)  by  a  person  who  is 
the  employer  within  the  meaning  both  of  the  Federal  Insurance  Con¬ 
tributions  Act  and  of  subchapter  D  of  chapter  9  of  the  code  or  (2) 
by  a  person  who  is  authorized  under  section  1632  of  the  code  to  deduct 
and  withhold  the  tax  imposed  by  section  1633  with  respect  to  such 
payment.  Section  1632  relates  to  the  authorization  by  the  Commis¬ 
sioner  of  Internal  Revenue  of  an  agent  of  an  employer  to  perform 
certain  acts  required  of  employers  under  chapter  9  of  the  code,  relating 
to  the  employment  taxes.  For  the  purpose  of  combined  withholding, 
it  is  essential  that  the  employer  or  the  agent  be  the  same  for  both 
taxes.  A  payment  of  remuneration  constitutes  wages  within  the 
meaning  of  section  1633  only  if  such  payment  consists  exclusively  of 
remuneration  which  constitutes  wages  both  (1)  as  defined  in  section 
1621  (a)  of  the  code,  which  defines  wages  for  the  purposes  of  income 
tax  withholding,  and  (2)  as  defined  in  section  1426  (a)  of  the  code, 
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which  defines  wages  for  purposes  of  the  employee  social-security  tax, 
determined,  however,  without  regard  to  paragraphs  (1),  (2)  (B),  (C), 
and  (D),  and  (4)  of  such  section  1426  (a).  Paragraph  (1)  of  section 
1426  (a)  relates  to  the  $3,000  limitation  on  wages;  and  paragraph  (2) 
(B),  (C),  and  (D)  and  paragraph  (4)  of  such  section  relate  to  the 
exclusion  from  wages  of  certain  payments  on  account  of  sickness, 
accident,  disability,  medical  and  hospitalization  expenses  in  connec¬ 
tion  with  sickness  or  accident  disability,  and  death. 

The  effect  of  the  definition  of  wages  for  the  purpose  of  combined 
withholding  is  to  make  such  withholding  applicable  only  if  under  both 
subchapter  A  and  subchapter  D  of  chapter  9 — 

(1)  the  same  person  is  the  employer  (or  his  authorized  agent)  for 
purposes  of  both  subchapters;  and 

(2)  the  same  individual  is  the  employee  within  the  meaning  of 
both  subchapters;  and 

(3)  the  remuneration  is  for  services  which  constitute  employment 
within  the  meaning  of  subchapter  A;  and 

(4)  the  remuneration  is  wages  within  the  meaning  of  both  sub- 
chapters  or  would  be  wages  within  the  meaning  of  both  subchapters 
but  for  the  $3,000  limitation  of  section  1426  (a)  (1)  and  the  exclusion 
of  sickness,  disability,  medical  and  hospitalization,  and  death  pay¬ 
ments  referred  to  in  section  1426  (a)  (2)  (B),  (C),  and  (D)  and  section 
1426  (a)  (4). 

Combined  withholding  will  apply  to  all  wages  which  are  subject 
both  to  income  tax  withholding  and  to  withholding  of  social-security 
tax.  As  indicated  in  (4)  above,  combined  withholding  will  also 
apply  to  wages  subject  to  income  tax  withholding  which  are  not  sub¬ 
ject  to  employee  social-security  tax  withholding  solely  because  of 
section  1426  (a)  (1),  (2)  (B),  (C),  and  (D),  and  (4).  Combined  with¬ 
holding  will  apply  to  the  latter  class  of  wages  so  as  to  relieve  employers 
from  the  duty  of  making  distinctions  each  payroll  period  as  to  the 
payments  described  in  those  provisions  of  section  1426  (a).  This 
application  of  combined  withholding  will,  in  most  cases,  avoid  the 
use  of  two  withholding  tables  (or  percentages)  by  employers.  Thus, 
but  for  this  provision,  one  table  would  be  used  for  the  withholding  of 
combined  tax  with  respect  to  employees  whose  accumulated  wages  for 
the  year  do  not  exceed  $3,000,  and  another  table  for  the  withholding 
of  income  tax  with  respect  to  employees  whose  accumulated  wages 
exceed  $3,000.  Similarly,  two  tables  would,  but  for  these  provisions, 
be  required  with  respect  to  payments  described  in  section  1426  (a) 
(2)  (B),  (C),  and  (D)  and  (4).  By  disregarding  the  $3,000  limitation 
for  withholding  purposes  only,  employers  will  be  able  to  determine 
the  amount  of  tax  to  be  withheld  with  respect  to  a  given  wage  paj^ment 
without  reference  to  accumulated  wages  for  the  year.  This  provision 
does  not  change  the  exemption  of  such  payments  from  social-security 
tax,  but  the  combined  tax  in  the  case  of  payments  exempt  from  social- 
security  tax  is  considered  under  the  apportionment  formula  discussed 
below  as  only  income  tax  withheld. 

Section  1633  (b)  imposes  a  tax  on  wages  (as  defined  in  sec.  1633  (a)) 
paid  after  December  31,  1950,  which  tax  the  employer  must  deduct 
and  withhold.  The  tax  is  equal  to  the  sum  of  the  following: 

(1)  One  and  one-half  percent  of  the  wages  (as  noted  below,  this 
rate  will  change  whenever  the  rate  prescribed  by  section  1400  (a) 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950  149 

changes,  and  will  in  all  cases  be  the  same  as  the  rate  prescribed  by  that 
section),  and 

(2)  Fifteen  percent  of  the  wages  in  excess  of  an  amount  equal  to  one 
withholding  exemption  as  determined  under  section  1622  (b)  multiplied 
by  the  number  of  withholding  exemptions  claimed,  as  defined  in 
section  1621  (e)  (this  provision  corresponds  to  that  fixing  the  rate  of 
tax  for  income  tax  withholding  under  section  1622  (a)). 

Section  1633  (c)  grants  the  employer  an  election  to  determine  the 
tax  by  reference  to  a  wage-bracket  withholding  table  prescribed 
under  section  1634,  instead  of  using  the  rates  specified  in  section 
1633  (b). 

Section  1633  (d)  provides  the  rule  for  the  apportionment  of  the 
combined  tax  imposed  by  this  section.  Combined  withholding  has 
been  adopted  for  the  convenience  of  employers  and  to  facilitate  the 
administration  and  collection  of  payroll  taxes.  Under  combined  with¬ 
holding,  the  identity  and  the  purposes  of  the  two  payroll  taxes  are 
preserved.  Thus,  the  tax  imposed  by  section  1633  is  apportioned 
under  section  1633  (d),  and  that  apportionment  determines  the  amount 
of  tax  imposed  by  section  1622  (a)  (2)  and  the  amount  of  tax  imposed 
by  section  1400  (b).  Ordinarily,  this  apportionment  of  the  tax 
imposed  by  section  1633  (as  distinguished  from  the  apportionment  of 
the  amount  actually  deducted  and  withheld  as  tax  under  that  section) 
will  have  to  be  made  only  for  the  purpose  of  the  provisions  of  section 
1635.  Similarly,  the  amount  deducted  and  withheld  as  tax  under 
section  1633  is  apportioned  and  that  apportionment  determines  the 
amount  which  is  considered  as  the  amount  deducted  and  withheld  as 
tax  under  section  1622  (a)  of  subchapter  D  of  chapter  9  of  the  code 
(relating  to  income  tax  withholding)  and  the  amount  which  is  con¬ 
sidered  as  the  amount  deducted  and  withheld  as  tax  under  section  1400 
of  subchapter  A  of  chapter  9  of  the  code  (relating  to  employee  social 
security  tax  under  the  Federal  Insurance  Contributions  Act).  Ordi¬ 
narily,  this  apportionment  will  only  have  to  be  made  at  the  time  the 
receipt  required  by  section  1636  is  furnished  the  employee. 

Under  the  apportionment  formula  of  section  1633  (d)  (1),  there  is 
first  determined  the  amount  equal  to  1%  percent  of  that  portion  of 
the  wages  which  also  constitutes  wages  as  defined  in  section  1426  (a). 
The  amount  by  which  the  combined  tax  exceeds  the  amount  so  deter¬ 
mined  is  considered  tax  imposed  by  section  1622  (a)  (2).  The  balance 
of  the  combined  tax  is  considered  tax  imposed  by  section  1400  (b). 
For  example,  assume  that  a  combined  tax  of  $493.20  is  imposed  with 
respect  to  $3,600  of  wages  paid  during  1951.  By  reason  of  the  limi¬ 
tation  of  section  1426  (a)  (1),  only  $3,000  of  such  wages  constitute 
wages  as  defined  in  section  1426  (a).  The  amount  oi  1%  percent  of 
$3,000  is  $45.  The  excess  of  $493.20  over  $45,  or  $448.20,  is  con¬ 
sidered  income  tax  required  to  be  withheld  under  section  1622  (a)  (2). 
The  balance  of  the  combined  tax  ($493.20  minus  $448.20)  or  $45,  is 
considered  employee  social-security  tax  imposed  under  section  1400  (b). 
Another  example  is  the  case  of  a  combined  tax  of  $8.75  imposed  with 
respect  to  $600  of  wages  paid  during  1951.  The  amount  of  1%  percent 
of  $600  is  $9.  Since  the  combined  tax  does  not  exceed  $9,  no  part  of 
the  combined  tax  is  considered  income  tax  required  to  be  withheld 
under  section  1622  (a)  (2).  The  balance  of  the  combined  tax  ($8.75 
minus  $0),  that  is,  all  of  the  $8.75,  is  considered  employee  social- 
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security  tax  imposed  under  section  1400  (b).  Although  this  amount 
is  less  than  1  %  percent  of  the  total  wages,  no  additional  employee 
social-security  tax  is  imposed  thereon,  since  the  tax  under  section 
1400  (a)  does  not  apply  to  wages  taxable  under  section  1400  (b)  and 
section  1633. 

Section  1633  (d)  (2)  provides  that  amounts  actually  deducted  and 
withheld  as  tax  under  section  1633  are  to  be  apportioned  in  the  same 
manner  as  that  provided  in  section  1633  (d)  (1),  but  on  the  basis  of  the 
facts  and  circumstances  known  at  the  close  of  the  period  during  which 
such  amounts  were  deducted  and  withheld.  Thus,  if  in  the  examples 
set  forth  above,  the  amounts  imposed  as  tax  under  section  1633  had 
been  actually  deducted  and  withheld,  the  amounts  determined  by  the 
apportionment  set  forth  in  those  examples  as  tax  imposed  by  section 
1622  (a)  (2)  would  be  considered  amounts  deducted  and  withheld  as 
tax  under  that  section,  and  the  amounts  determined  by  the  apportion¬ 
ment  set  forth  in  those  examples  as  tax  imposed  by  section  1400  (b) 
would  be  considered  amounts  deducted  and  withheld  as  tax  under 
section  1400  (b).  The  apportionment  is  made  by  the  employer  on  the 
basis  of  the  facts  and  circumstances  known  at  the  close  of  the  period 
during  which  the  amounts  were  deducted  and  withheld.  For  example, 
assume  that  during  the  calendar  year  remuneration  of  $2,700  was  paid 
at  the  rate  of  $225  per  month.  A  combined  tax  under  section  1633 
of  $344.76  was  deducted  and  withheld  on  the  $2,700  paid.  Under  the 
circumstances  known  at  the  close  of  the  calendar  year,  only  $2,400  of 
the  remuneration  paid  is  considered  wages  as  defined  in  section  1426 
(a).  The  apportionment  at  the  close  of  the  year  of  the  amount  de¬ 
ducted  and  withheld  as  tax  under  section  1633  is  made  on  that  basis. 
Accordingly  $36  (1 K  percent  of  $2,400)  is  considered  as  the  amount 
deducted  and  withheld  as  tax  under  section  1400  (b),  and  $308.76 
($344.76  minus  $36)  is  considered  as  the  amount  deducted  and  with¬ 
held  as  tax  under  section  1622.  If  it  is  thereafter  determined  that  the 
wages  as  defined  in  section  1633  were  only  $1,600  and  the  wages  as 
defined  in  section  1426  (a)  were  only  $1,400,  no  change  is  made  in  the 
apportionment.  In  such  a  case,  the  amount  of  $36  deducted  and 
withheld  as  tax  under  subchapter  A  is  greater  than  the  tax  of  $21 
imposed  by  that  subchapter,  and  appropriate  adjustments  for  such 
overpayment  shall  be  made  under  that  subchapter.  The  amount  of 
$308.76  deducted  and  withheld  as  tax  under  subchapter  D  is  allowable 
as  a  credit  against  the  employee’s  income  tax  liability  under  chapter  1 
of  the  code. 

Section  1633  (e)  provides  that  if  for  any  calendar  year  the  applicable 
rate  under  section  1400  (a)  is  not  1  %  percent,  then  the  rate  prescribed 
for  such  calendar  year  under  section  1400  (a)  shall  be  substituted  for 
the  rate  of  1%  percent  wherever  that  rate  is  specified  in  section  1633. 
For  example,  for  1956  the  rate  under  section  1400  (a)  will  be  2  percent. 
In  section  1633  (b)  (imposing  the  combined  tax)  that  rate  of  2  percent 
will  be  substituted  for  the  rate  of  1%  percent  now  specified  in  that 
section  for  the  purpose  of  applying  section  1633  (b)  to  wages  paid 
during  the  calendar  year  1956.  Similarly,  in  applying  section  1633 
(d)  to  apportion  the  combined  tax  imposed  on  wages  paid  during  1956, 
or  to  apportion  the  amount  deducted  and  withheld  as  tax  on  such 
wages,  the  rate  of  2  percent  will  be  used  in  place  of  the  rate  of  1  % 
percent  specified  in  that  section. 
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Section  1633  (f)  makes  applicable  to  the  combined  tax  under  section 
1633  all  provisions  of  law,  including  penalties,  applicable  with  respect 
to  the  tax  required  to  be  deducted  and  withheld  under  section  1622. 
Under  this  provision,  all  definitions  in  subchapter  D,  as  well  as  all 
rules  and  other  provisions  thereof,  including  all  provisions  applicable 
to  subchapter  D  by  reason  of  references  therein  to  other  sections,  sub¬ 
chapters,  and  chapters  of  the  code,  will  be  applicable  to  the  tax  im¬ 
posed  by  section  1633  (except  to  the  extent  inconsistent  with  section 
1633).  _ 

Section  1634  provides  for  the  wage  bracket  withholding  tables  re¬ 
ferred  to  in  section  1633  (c).  These  tables  are  to  be  identical  with  the 
income  tax  wage  bracket  withholding  tables  under  section  1622  (c), 
except  that  the  amount  to  be  withheld  will  be  increased  by  the  amount 
of  the  employee  social  security  tax  applied  to  the  wages,  and  the 
specified  percentages  of  withholding  are  to  be  increased  by  the  rate 
of  the  employee  social  security  tax.  Although  the  Commissioner  will 
prescribe  the  tables,  he  has  no  discretion  with  respect  to  the  amounts 
shown  therein,  but  must  merely  make  the  mathematical  computa¬ 
tions  required  by  section  1634.  In  view  of  the  varying  employee  social 
security  tax  rates  between  1951  and  1970,  it  is  believed  impractical 
to  include  all  the  necessary  tables  in  the  bill. 

Section  1635,  relating  to  tax  paid  by  recipient,  is  similar  to  section 
1622  (d)  of  existing  law. 

Section  1636,  relating  to  receipts  for  employees,  is  similar  to  section 
1625  of  existing  law,  relating  to  receipts  for  income  tax  withheld 
(the  Form  W-2  furnished  to  employees).  Section  1636  supersedes 
sections  1625  and  1403  for  1951  and  succeeding  years,  and  provides 
for  one  receipt  which  will  give  the  .employee  full  information  (1)  as 
to  his  wages  subject  to  employee  social  security  tax,  and  the  amount 
deducted  and  withheld  from  him  as  such  tax,  and  (2)  as  to  his  wages 
subject  to  income  tax  withholding  and  the  amount  deducted  and 
withheld  as  such  tax. 

Section  1637,  relating  to  penalties,  corresponds  to  section  1626  (a) 
and  (b)  of  existing  law.  Section  1637  provides  penalties  applicable 
in  the  case  of  a  fraudulent  statement  and  in  the  case  of  a  failure  to 
file  a  statement  required  under  section  1636  with  respect  to  wages 
paid  after  December  31,  1950. 

Section  206  (a)  of  the  bill,  in  conformity  with  the  provisions  dis¬ 
cussed  above,  amends  section  1400  and  section  1622  (a)  so  that  each 
such  taxing  section  is  divided  into  two  parts,  one  imposing  the  tax 
similar  to  that  under  existing  law,  the  other  imposing  the  tax  (deter¬ 
mined  by  apportionment  under  section  1633  (d))  which  is  levied, 
assessed,  and  collected  as  part  of  the  combined  tax  under  section  1633. 

Section  206  (e)  (1)  of  the  bill  amends  section  322  (a)  of  the  code 
to  authorize  the  Commissioner  under  regulations  to  permit  “special 
refunds”  to  be  taken  by  the  taxpayer  as  a  credit  against  his  income 
tax.  Those  “special  refunds”  so  credited  will  be  treated  for  all 
purposes  in  the  same  manner  as  amounts  withheld  as  tax  under 
subchapter  D  of  chapter  9  of  the  code.  “Special  refunds’  are  refunds 
of  employee  social  security  tax  imposed  on  wages  in  excess  of  $3,000. 
In  the  case  of  an  employee  receiving  wages  from  more  than  one 
employer  during  the  calendar  year,  amounts  may  be  deducted  and 
withheld  as  employee  social  security  tax  on  more  than  $3,000  wages 
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(for  example,  on’$4,50(Tirthe  employee 'is  paid  $2,500  by  one  employer 
and  $2,000  by  another).  Section  1401  (d)  permits,  under  certain 
conditions,  refund  of  the  amount  of  tax  with  respect  to  wages  in 
excess  of  $3,000.  It  is  believed  that  since  the  taxpayer  will  attach 
to  Inis  income  tax  return  the  receipts  under  section  1636,  which 
receipts  will  show  that  employee  social  security  tax  was  paid  on 
more  than  $3,000  wages,  and  will  show  the  amount  of  such  tax  paid  in 
excess  of  the  tax  on  $3,000,  it  is  appropriate  to  authorize  the  Com¬ 
missioner  to  allow  by  regulations  the  employee  to  claim  credit  for 
such  excess  through  the  same  expeditious  procedure  as  that  provided 
for  the  income  tax  withheld  and  shown  on  such  receipts.  These 
provisions  are  only  applicable  with  respect  to  “special  refunds”  of 
employee  social  security  tax  on  wages  paid  after  December  31,  1950. 
The  “special  refund”  may  not  be  claimed  as  a  credit  against  the 
tax  for  a  taxable  year  beginning  before  January  1,  1951. 

Except  as  noted  above  with  respect  to  “special  refunds”  under 
section  322  (a)  of  the  code,  all  other  provisions  of  section  206  of  the 
bill  are  applicable  only  with  respect  to  wages  paid  after  December 
31,  1950. 

PERIODS  OF  LIMITATION  ON  ASSESSMENTS  AND  REFUNDS 

Section  207:  Under  existing  law,  the  periods  of  limitations  on  the 
taxes  imposed  by  chapter  9  are  prescribed  in  section  3312  of  the  Inter¬ 
nal  Revenue  Code,  relating  to  assessments  and  collections,  and  section 
3313,  relating  to  refunds  and  credits.  In  general,  those  sections  pro¬ 
vide  a  4-year  period  of  limitation  on  both  assessments  and  refunds, 
and  a  5-year  period  for  bringing  a  proceeding  in  court  for  collection 
without  assessment.  On  the  other  hand,  the  general  rule  of  the  income 
tax  is  that  assessment  must  be  made  and  refund  must  be  claimed  in  the 
3-year  period  after  the  return  is  filed,  except  that  if  no  return  is  filed 
refund  must  be  claimed  within  2  years  after  the  tax  is  paid,  and  in  any 
event  refund  may  be  claimed  within  such  2-year  period.  In  view  of 
the  close  connection  between  the  income  tax  and  the  employment 
taxes  as  a  result  of  combined  withholding  and  as  a  result  of  the 
relationship  between  the  self-employment  tax  and  the  tax  under 
the  Federal  Insurance  Contributions  Act,  it  appears  preferable  to 
provide,  with  respect  to  those  employment  taxes,  a  general  period  of 
limitations  similar  to  that  provided  for  the  income  tax.  Accordingly, 
section  207  inserts  in  chapter  9  special  periods  of  limitation,  which  are 
applicable  to  such  of  the  taxes  under  the  Federal  Insurance  Contribu¬ 
tions  Act,  the  income-tax  withholding  provisions,  and  the  combined 
withholding  provisions,  as  are  collected  and  paid  under  a  return 
system.  These  provisions  are  in  lieu  of  the  provisions  of  section  3312 
and  section  3313  with  respect  to  those  taxes.  However,  the  provisions 
of  section  3312  and  section  3313  will  be  applicable  to  any  taxes  im¬ 
posed  by  subchapters  A,  D,  and  E  of  chapter  9  which  the  Commissioner 
may  require  to  be  collected  and  paid,  not  by  making  and  filing  returns, 
but  by  stamp  or  by  other  authorized  methods.  The  periods  of  limita¬ 
tion  prescribed  by  sections  1638  and  1639  are  measured  from  the  date 
the  return  is  filed,  which  date  is  subject  to  the  conclusive  presumption 
described  in  the  next  sentence.  Returns  for  any  period  in  a  calendar 
year,  such  as  quarterly  returns,  which  are  filed  before  March  15  of  the 
succeeding  calendar  year,  are  deemed  filed  (and  tax  paid  at  the  time  of 
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filing  such  returns  is  deemed  paid)  on  March  15  of  such  succeeding 
calendar  year,  so  that  the  period  of  limitations  with  respect  to  the  tax 
for  any  part  of  a  calendar  year  will  run  uniformly  from  a  date  in  the 
succeeding  year  which  corresponds  to  the  filing  date  for  income-tax 
returns.  This  provision  will  not  only  bring  conformity  with  the 
income  tax  but  will  simplify  the  operation  of  the  applicable  statute  of 
limitations.  For  example,  if  quarterly  returns  are  filed,  and  the  tax 
thereon  paid,  for  the  four  quarters  of  1951  on  April  30,  July  31,  and 
October  31  of  1951,  and  on  January  31,  1952,  the  period  of  limitations 
for  assessment  and  for  filing  claim  for  refund  for  all  of  such  taxes  will, 
in  general,  be  the  3-year  period  beginning  March  15,  1952. 

Under  section  3312  (b),  the  tax  may  be  assessed  at  any  time  if  a 
timely  return  is  not  filed.  Under  section  1638,  the  filing  of  a  late 
return  will  start  the  running  of  the  3-year  period  of  limitations. 
However,  there  is  no  change  in  the  provisions  of  existing  law  which 
provides  that  the  tax  may  be  assessed  at  any  time  in  the  case  of  a 
false  or  fraudulent  return  with  intent  to  evade  tax,  and  in  the  case  of 
a  willful  attempt  in  any  manner  to  defeat  or  evade  tax. 

The  periods  of  limitation  prescribed  by  sections  1638  and  1639  will 
be  applicable  only  to  taxes  imposed  with  respect  to  remuneration 
paid  during  calendar  years  after  1950.  The  taxes  under  chapter  9 
imposed  with  respect  to  remuneration  paid  during  any  calendar  year 
before  1951jwill  continue  to  be  subject  to  sections ^3312  and  3313. 

SELF-EMPLOYMENT  INCOME 

Section  208:  This  section  corresponds  to  section  207  of  the  House 
bill.  Under  the  House  bill,  the  provisions  imposing  the  tax  on  self- 
employment  income  were  included  in  the  Internal  Revenue  Code  as 
subchapter  F  of  chapter  9,  so  that  such  tax  was  levied  as  one  of  the 
employment  taxes  subject  to  the  administrative  provisions  relating  to 
miscellaneous  taxes.  In  view  of  the  close  connection  between  this 
tax  and  the  present  income  tax,  your  committee  has  amended  the 
House  bill  so  that  the  provisions  imposing  the  self-employment  tax 
will  be  included  in  the  code  as  subchapter  E  of  chapter  1,  relating  to 
the  income  tax,  and  tins  tax  will  be  levied,  assessed,  and  collected  as 
part  of  the  income  tax  imposed  by  chapter  1,  except  that  it  will  not 
be  taken  into  account  for  purposes  of  the  estimated  tax.  In  most 
instances,  items  which  require  adjustments  in  the  self-employment 
income  for  self-employment  tax  purposes  will  also  require  adjust¬ 
ments  in  the  net  income  for  income  tax  purposes.  Therefore,  in  the 
interests  of  simplicity  for  taxpayers  and  economy  in  administration, 
it  is  believed  preferable  to  have  the  tax  on  self-employment  income 
handled  in  all  particulars  as  an  integral  part  of  the  income  tax.  Thus, 
except  as  otherwise  expressly  provided,  the  self-employment  tax  will 
be  included  with  the  normal  tax  and  surtax  under  chapter  1  in  com¬ 
puting  any  overpayment  or  deficiency  in  tax  under  such  chapter  and 
in  computing  the  interest  and  any  additions  to  such  overpayment, 
deficiency,  or  tax.  Since  the  self-employment  tax  is  part  of  the  in¬ 
come  tax,  it  will  be  subject  to  the  jurisdiction  of  the  Tax  Court  to  the 
same  extent  and  in  the  same  manner  as  the  other  taxes  under  chapter  1 . 

The  proposed  subchapter  E  of  chapter  1  will  have  the  same  short 
title  as  the  proposed  subchapter  F  of  chapter  9  in  the  House  bill, 
that  is,  the  “Self-Employment  Contributions  Act,”  and  will  be^com- 
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prised  of  sections  480  to  482,  inclusive,  in  lieu  of  sections  1640  to 
1647,  inclusive,  in  the  House  bill. 

Rate  of  tax 

Section  480,  corresponding  to  section  1640  inserted  by  the  House 
bill,  imposes  an  income  tax  for  each  taxable  year  beginning  after 
December  31,  1950,  upon  the  self-employment  income  of  every 
individual.  (The  term  “self-employment  income”  is  defined  in 
section  481,  which  section  is  discussed  below.)  This  tax  will  begin 
1  year  later  than  the  date  specified  in  the  House  bill,  and  the  dates 
for  the  change  in  the  rate  of  this  tax  differ  from  those  in  the  House 
bill  so  as  to  correspond  to  the  changes  made  by  your  committee  in 
the  rates  specified  in  section  1400.  The  rates  of  the  tax  on  such  income 
for  the  respective  taxable  years  are  as  follows : 

For  taxable  years —  Percent 

Beginning  after  Dec.  31,  1950,  and  before  Jan.  1,  1956 _ 

Beginning  after  Dec.  31,  1955,  and  before  Jan.  1,  1960 _  3 

Beginning  after  Dec.  31,  1959,  and  before  Jan.  1,  1965 _  3% 

Beginning  after  Dec..  31,  1964,  and  before  Jan.  1,  1970 _  4^ 

Beginning  after  Dec.  31,  1969 _  4% 

Definitions 

Section  481,  corresponding  to  section  1641  inserted  by  the  House 
bill,  defines  certain  terms  for  the  purposes  of  the  Self-Employment 
Contributions  Act. 

Definition  of  “net  earnings  from,  self-employment” 

Subsection  (a)  of  section  481  defines  the  term  “net  earnings  from 
self-employment”  for  purposes  of  the  Self-Employment  Contributions 
Act.  Such  term  is  defined  to  mean — 

(1)  the  gross  income  derived  by  an  individual  from  any  trade  or 
business  carried  on  by  such  individual,  less  the  deductions  allowed 
under  chapter  1  which  are  attributable  to  such  trade  or  business, 
plus 

(2)  the  distributive  share  of  such  individual  (whether  or  not  dis¬ 
tributed)  of  the  ordinary  net  income  or  loss  from  any  trade  or  business 
carried  on  by  a  partnership  of  which  he  is  a  member, 

subject  to  the  exclusion  of  certain  trades  and  businesses  provided  in 
section  481  (c)  and  to  certain  special  rules  set  forth  in  paragraphs 
(1)  through  (7)  of  section  481  (a)  for  computing  such  gross  income 
and  deductions  and  such  distributive  share  of  partnership  ordinary 
net  income  or  loss. 

Your  committee  has  changed  the  House  bill  so  that  reference 
throughout  section  481  is  made  to  the  partner’s  distributive  share 
of  the  “ordinary  net  income  or  loss”  of  the  partnership  rather  than 
to  the  “net  income  or  loss”  of  the  partnership.  The  former  term  is 
defined  in  section  183  of  the  code,  and  use  of  that  term  avoids  some 
adjustments  otherwise  required  under  section  481  in  computing  such 
amount  (for  example,  adjustments  to  exclude  capital  gains  and  losses 
and  to  exclude  the  deduction  for  charitable  contributions)  and  also 
avoids  some  question  as  to  the  meaning  of  the  term  “net  loss.”  The 
term  “ordinary  net  loss,”  substituted  for  the  term  “net  loss,”  is 
defined  in  section  183  of  the  code  as  the  excess  of  the  deductions 
(computed  without  the  so-called  charitable-contributions  deduction 
of  sec.  23  (o)  and  without  the  standard  deduction  provided  in  sec. 
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23  (aa))  over  the  gross  income,  determined  after  excluding  all  items 
of  gain  and  loss  from  the  sale  or  exchange  of  capital  assets. 

The  gross  income  and  deductions  of  an  individual  attributable  to  a 
trade  or  business,  for  the  purpose  of  ascertaining  his  net  earnings  from 
self-employment,  are  to  be  determined  by  reference  to  the  applicable 
income-tax  provisions  in  other  subchapters  of  chapter  1  of  the  code. 
The  trade  or  business  must  be  “carried  on”  by  the  individual,  either 
personally  or  through  agents  or  employees,  in  order  for  the  income  to 
be  included  in  his  “net  earnings  from  self-employment.”  Accordingly, 
gross  income  derived  by  an  individual  from  a  trade  or  business  carried 
on  by  him  does  not  include  income  derived  by  a  beneficiary  from  an 
estate  or  trust  even  though  such  income  is  derived  from  a  trade  or 
business  carried  on  by  the  estate  or  trust. 

An  individual  may  be  engaged  in  more  than  one  trade  or  business. 
If  so,  his  net  earnings  from  self-employment  are  the  aggregate  of  his 
net  earnings  from  self-employment  of  each  trade  or  business  carried 
on  by  him.  Thus,  a  loss  sustained  in  one  trade  or  business  of  an 
individual  will  operate  to  reduce  the  income  derived  from  another 
trade  or  business  of  such  individual. 

The  net  earnings  from  self-employment  of  an  individual  include,  in 
addition  to  the  earnings  from  a  trade  or  business  carried  on  by  him, 
his  distributive  share  of  the  ordinary  net  income  or  loss  from  any  trade 
or  business  carried  on  by  each  partnership  of  which  he  is  a  member. 
The  individual’s  distributive  share  of  the  ordinary  net  income  or  loss 
of  the  partnership  means  his  share  of  such  ordinary  net  income  or 
loss  as  computed  under  section  183  of  the  code,  subject  to  the  special 
rules  set  forth  in  section  481  (a)  (1)  to  (7)  and  the  exemptions  provided 
in  section  481  (c).  In  computing  the  net  earnings  from  self-employ¬ 
ment  of  a  partner,  if  the  taxable  year  of  the  partner  is  different  from 
that  of  the  partnership,  the  distributive  share  to  be  included  in  com¬ 
puting  the  net  earnings  from  self-employment  of  the  partner  shall  be 
based  upon  the  ordinary  net  income  or  loss  of  the  partnership  for  any 
taxable  year  of  the  partnership  (even  though  beginning  prior  to  Jan¬ 
uary  1,  1951)  ending  within  or  with  the  taxable  year  of  the  partner. 
Only  a  partnership  recognized  as  such  for  income-tax  purposes  is 
treated  as  a  partnership  for  the  purposes  of  determining  the  net  earn¬ 
ings  from  self-employment  of  the  partner.  Accordingly,  a  partnership 
which  constitutes  an  association  taxable  as  a  corporation  under  the 
provisions  of  chapter  1  is  not  recognized  as  a  partnership  for  such  pur¬ 
poses.  Moreover,  only  the  ordinary  net  income  or  loss  derived  by  the 
partnership  from  carrying  on  a  trade  or  business  is  taken  into  account. 
Any  ordinary  net  income  or  loss  of  the  partnership  derived  from  sources 
clearly  unrelated  to  the  trade  or  business  carried  on  by  it  is  excluded 
in  determining  the  net  earnings  from  self-employment  of  the  partners. 
The  net  earnings  from  self-employment  of  a  partner  include  his  distrib¬ 
utive  share  of  the  ordinary  net  income  or  loss  of  a  partnership  of 
which  he  is  a  member,  irrespective  of  the  nature  of  his  membership, 
as,  for  example,  as  a  limited  or  inactive  member. 

Special  rules  for  computing  the  gross  income  and  deductions  of  an 
individual  from  a  trade  or  business  and  his  distributive  share  of  the 
ordinary  net  income  or  loss  of  a  partnership  from  a  trade  or  business 
are  set  forth  in  paragraphs  (1)  to  (7),  both  inclusive,  of  section  481  (a). 

Paragraph  (1)  excludes  rentals  from  real  estate,  including  personal 
property  leased  with  the  real  estate,  and  deductions  attributable 
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thereto,  unless  such  rentals  are  received  in  the  course  of  a  trade  or 
business  as  a  real-estate  dealer.  If  the  individual  is  not  in  a  trade  or 
business  as  a  real-estate  dealer,  all  rentals  from  real  estate,  and 
deductions  attributable  thereto,  are  excluded  in  computing  his  net 
earnings  from  self-employment.  For  the  purpose  of  determining 
whether  the  individual  is  a  real-estate  dealer,  the  tests  are  those 
applied  under  the  other  provisions  of  chapter  1  of  the  code  in  deter¬ 
mining  whether  a  person  is  engaged  in  the  business  of  selling  real 
estate  to  his  customers.  A  person  who  merely  owns  real  estate  and 
receives  rentals  therefrom  is  not  considered  a  real-estate  dealer.  On 
the  other  hand,  a  person  who  is  engaged  in  the  business  of  selling 
real  estate  to  customers  with  a  view  to  the  gains  and  profits  that 
may  be  derived  therefrom  is  a  real-estate  dealer,  and  rentals  received 
by  him  from  such  real  estate  are  included  for  the  purposes  of  deter¬ 
mining  his  net  earnings  from  self-employment. 

Payments  for  the  use  or  occupancy  of  entire  private  residences 
or  living  units  in  duplex  or  multiple-housing  units  are  generally 
rentals  from  real  estate.  Except  in  the  case  of  real-estate  dealers, 
such  payments  are  excluded  under  paragraph  (1),  even  though  in 
part  attributable  to  personal  property  furnished  under  the  lease. 
On  the  other  hand,  payments  for  the  use  or  occupancy  of  rooms  or 
other  space  where  services  are  also  rendered  to  the  occupant,  such 
as  for  the  use  or  occupancy  of  rooms  or  other  quarters  in  hotels, 
boarding  houses,  or  apartment  houses  furnishing  hotel  services,  or  in 
tourist  camps  or  tourist  homes,  or  for  the  use  or  occupancy  of  space  in 
parking  lots,  warehouses,  or  storage  garages  do  not  constitute  rentals 
from  real  estate. 

Paragraph  (2)  excludes  the  income,  and  deductions  attributable  to 
such  income,  derived  from  any  trade  or  business  in  which,  if  the  trade 
or  business  were  carried  on  exclusively  by  employees,  the  major  por¬ 
tion  of  the  services  would  constitute  agricultural  labor  as  defined  in 
section  1426  (h)  of  the  code.  In  case  the  services  are  in  part  agri¬ 
cultural  and  in  part  nonagri cultural,  the  time  devoted  to  the  per¬ 
formance  of  each  type  of  service  is  the  test  to  be  used  to  determine 
whether  the  major  portion  of  the  services  would  constitute  agricul¬ 
tural  labor.  If  more  than  half  of  the  time  spent  in  performing  all 
the  services  is  spent  in  performing  services  which  would  constitute 
agricultural  labor  under  section  1426  (h),  all  income,  and  deductions 
attributable  to  the  income,  shall  be  excluded.  If  only  half,  or  less, 
of  the  time  spent  in  performing  all  the  services  is  spent  in  perform¬ 
ing  services  which  would  constitute  agricultural  labor  under  section 
1426  (h),  all  income,  and  deductions  attributable  to  the  income,  shall 
be  included.  In  every  case  the  time  spent  in  performing  the  services 
will  be  computed  by  adding  the  time  spent  in  the  trade  or  business 
during  the  taxable  year  by  every  individual  (including  the  individual 
carrying  on  such  trade  or  business  and  the  members  of  his  family)  in 
performing  such  services.  The  operation  of  paragraph  (2)  is  not  af¬ 
fected  by  section  1426  (c),  relating  to  the  included-excluded  rule  for 
determining  employment. 

Paragraph  (3)  excludes  dividends  on  any  share  of  stock,  and  interest 
on  any  bond,  debenture,  note,  certificate,  or  other  evidence  of  in¬ 
debtedness,  issued  with  interest  coupons  or  in  registered  form  by  any 
corporation  (including  one  issued  by  a  government  or  political  sub¬ 
division  thereof),  unless  such  dividends  and  interest  are  received  in 
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the  course  of  a  trade  or  business  as  a  dealer  in  stocks  or  securities. 
The  effect  of  this  paragraph  is  to  exclude  all  dividends  except  dividends 
received  by  a  dealer  in  stocks  or  securities  in  the  course  of  his  trade  or 
business.  Only  interest  of  the  specified  character  is  categorically  ex¬ 
cluded  for  all  persons  other  than  dealers  in  stocks  or  securities.  Other 
interest  received  in  the  course  of  any  trade  or  business  (such  as  interest 
received  by  a  pawnbroker  on  his  loans  or  interest  received  by  a  mer¬ 
chant  on  his  accounts  or  notes  receivable)  is  not  excluded  in  computing 
net  earnings  from  self-employment. 

Your  committee  has  inserted  an  amendment  to  the  House  bill  so 
that  interest  exempt  from  normal  tax  (that  is,  interest  on  certain 
obligations  of  the  United  States  and  its  instrumentalities)  is  not  in¬ 
cluded  in  the  self-employment  income  of  a  dealer  in  stocks  and  bonds. 

A  dealer  in  stocks  or  securities  is  a  merchant  of  stocks  or  securities, 
whether  an  individual  or  a  partnership,  with  an  established  place  of 
business,  regularly  engaged  in  the  business  of  purchasing  stocks  or 
securities  and  reselling  them  to  customers;  that  is,  one  who  as  a 
merchant  buys  stocks  or  securities  and  sells  them  to  customers  with  a 
view  to  the  gains  and  profits  that  may  be  derived  therefrom.  Persons 
who  buy  and  sell  or  hold  stocks  or  securities  for  investment  or  specula¬ 
tion,  irrespective  of  whether  such  buying  or  selling  constitutes  the 
carrying  on  of  a  trade  or  business,  are  not  dealers  in  stocks  or  securities. 

Paragraph  (4)  excludes  (1)  gains  or  losses  which  are  considered  as 
gains  or  losses  from  the  sale  or  exchange  of  capital  assets,  (2)  gains  or 
losses  from  the  cutting  or  disposal  of  timber  if  section  117  (j)  of  the 
code  is  applicable  to  such  gains  or  losses,  and  (3)  gains  or  losses  from 
the  sale,  exchange,  involuntary  conversion,  or  other  disposition  of 
property  if  such  property  is  neither  (A)  stock  in  trade  or  other  property 
of  a  kind  which  would  properly  be  includible  in  inventory  if  on  hand 
at  the  close  of  the  taxable  year,  nor  (B)  property  held  primarily  for 
sale  to  customers  in  the  ordinary  course  of  a  trade  or  business. 

The  effect  of  this  provision  is  to  exclude  from  the  computation 
of  net  earnings  from  self-employment  all  gains  or  losses  which  are 
treated  as  capital  gains  or  losses,  as  well  as  gains  or  losses  arising 
from  the  disposition  or  conversion  of  property  which  is  not  considered 
as  either  (1)  stock  in  trade  or  other  property  of  a  kind  which  would 
properly  be  includible  in  inventory  if  on  hand  at  the  close  of  the 
taxable  year,  or  (2)  property  held  primarily  for  sale  to  customers  in 
the  ordinal  course  of  a  trade  or  business.  Also  in  the  case  of  timber, 
even  though  held  primarily  for  sale  to  customers,  gain  or  loss  is 
excluded  if  section  1 1 7 (j)  of  the  code  is  applicable  to  such  gain  or  loss. 
For  the  purpose  of  paragraph  (4)  (C)  of  section  481  (a),  it  is  immaterial 
whether  the  property  constitutes  a  capital  asset  within  the  meaning 
of  section  117  (a)  of  the  code  or  whether  such  property  was  held  for 
more  or  less  than  6  months.  Moreover,  it  is  immaterial  for  the 
purposes  of  paragraph  (4)  (C)  whether  a  gain  or  loss  is  treated  as  a 
capital  gain  or  loss  or  as  an  ordinary  gain  or  loss  for  the  other  purposes 
of  chapter  1.  For  instance,  where  the  character  of  the  loss  for  income- 
tax  purposes  is  governed  by  the  provisions  of  section  117  (j),  such  loss 
is  excluded  under  paragraph  (4)  (C)  even  though  such  loss  is  treated 
under  section  117  (j)  as  an  ordinary  loss. 

As  used  in  paragraph  (4),  the  term  “involuntary  conversion” 
means  a  compulsory  or  involuntary  conversion  of  property  into  other 
property  or  money  as  a  result  of  its  destruction  in  whole  or  in  part, 
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theft  or  seizure,  or  an  exercise  of  the  power  of  requisition  or  con¬ 
demnation  or  the  threat  or  imminence  thereof.  As  used  in  such  para¬ 
graph  the  term  “other  disposition”  includes  the  destruction  of  property 
by  fire,  storm,  shipwreck,  or  other  casualty,  even  though  there  is  no 
conversion  of  such  property  into  other  property  or  money. 

Paragraph  (5)  provides  that  the  deduction  for  net  operating  losses 
under  section  23  (s)  of  the  code  shall  not  be  allowed. 

Paragraph  (6)  prescribes  the  treatment  to  be  accorded  income 
subject  to  community-property  laws.  Subparagraph  (A)  provides 
that  if  any  of  the  income  derived  by  an  individual  from  a  trade  or 
business  (other  than  a  trade  or  business  carried  on  by  a  partnership) 
is  community  income  under  community-property  laws  applicable  to 
such  income,  all  of  the  gross  income  and  deductions  attributable  to 
the  trade  or  business  shall  be  treated  as  the  gross  income  and  deduc¬ 
tions  of  the  husband  unless  the  wife  actually  exercises  substantially 
all  of  the  management  and  control  of  such  trade  or  business,  in  which 
case  all  of  such  gross  income  and  deductions  shall  be  treated  as  the 
gross  income  and  deductions  of  the  wife.  “Management  and  control” 
of  the  type  to  which  reference  is  made  in  paragraph  (6)  is  not  the 
management  and  control  imputed  to  the  husband  under  the  com¬ 
munity-property  laws  but  management  and  control  in  fact.  For 
example,  a  wife  who  operates  a  beauty  parlor  without  any  appreciable 
collaboration  on  the  part  of  her  husband  will  be  considered  as  having 
substantially  all  of  the  management  and  control  of  such  business 
despite  the  provision  of  any  community-property  law  vesting  the 
right  of  management  and  control  over  community  property  in  the 
husband,  and  the  income  and  deductions  attributable  to  the  opera¬ 
tion  of  such  beauty  parlor  will  be  considered  the  income  and  deduc¬ 
tions  of  the  wife. 

Subparagraph  (B)  provides  that  if  any  portion  of  a  partner’s  dis¬ 
tributive  share  of  the  ordinary  net  income  or  loss  from  a  trade  or 
business  carried  on  by  a  partnership  is  community  income  or  loss 
under  the  community-property  laws  applicable  to  such  share,  all  of 
such  distributive  share  shall  be  included  in  computing  the  net  earn¬ 
ings  from  self-employment  of  such  partner;  and  no  part  of  such  share 
shall  be  taken  into  account  in  computing  the  net  earnings  from  self- 
employment  of  the  spouse  of  such  partner. 

Paragraph  (7)  provides  that,  in  the  case  of  any  taxable  year  be¬ 
ginning  on  or  after  the  effective  date  specified  in  section  3810  (i.  e., 
the  date  on  which  the  provisions  of  title  II  of  the  Social  Security 
Act  are  extended  to  Puerto  Rico),  the  term  “possession  of  the  United 
States,”  as  used  in  section  251  of  the  code,  shall  not  include  Puerto 
Rico;  and  a  citizen  or  resident  of  Puerto  Rico  shall  compute  his  net 
earnings  from  self-employment  in  the  same  manner  as  a  citizen  of  the 
United  States  and  without  regard  to  the  provisions  of  section  252  of 
the  code.  In  applying  the  provisions  of  paragraph  (7),  a  citizen  of 
the  United  States  who  engages  in  the  active  conduct  of  a  trade  or 
business  in  Puerto  Rico  may  find  that  his  income  from  such  trade 
or  business  is  exempt  from  the  income  tax  imposed  by  the  other  sub- 
chapters  of  chapter  1  (by  reason  of  the  provisions  of  sec.  251  of  the 
code)  but  that  the  same  income  (subject  to  the  $3,000  limitation)  is 
taxed  as  self-employment  income. 

5  our  committee  has  omitted  paragraph  (8)  of  the  corresponding 
section  in  the  House  bill.  Paragraph  (8)  would  have  excluded  from 
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net  earnings  from  self-employment  income  derived  from  the  business 
of  publishing  a  newspaper  or  other  publication,  together  with  income 
derived  from  other  activities  conducted  in  connection  therewith, 
where  the  newspaper  or  other  publication  has  a  paid  circulation. 

In  computing  net  earnings  from  self-employment,  the  rules  appli¬ 
cable  under  chapter  1  of  the  code  must  be  applied  in  determining  the 
taxable  year  in  which  items  of  gross  income  are  to  be  included  and 
the  taxable  year  for  which  deductions  shall  be  taken.  If  an  individual 
uses  the  accrual  method  of  accounting  in  computing  net  income  from 
a  trade  or  business  for  the  purposes  of  the  other  taxes  in  chapter  1, 
he  must  use  the  same  method  in  computing  the  gross  income  and 
deductions  for  self-employment  tax  purposes.  Likewise,  if  the  tax¬ 
payer  is  engaged  in  a  trade  or  business  of  selling  property  on  the 
installment  plan  and  he  elects,  under  the  provisions  of  section  44  of 
the  code,  to  use  the  installment  basis  in  computing  income  for  the 
purposes  of  the  other  taxes  in  chapter  1  of  the  code,  he  must  use  the 
same  basis  in  computing  the  gross  income  and  deductions  attributable 
to  such  trade  or  business  for  self-employment  tax  purposes. 

Definition  of  “  self-employment  income” 

Subsection  (b)  of  section  481  defines  the  term  “self-employment 
income”  for  the  purposes  of  the  Self-Employment  Contributions  Act. 
Such  term  is  defined  to  mean  the  net  earnings  from  self-employment 
derived  by  an  individual,  other  than  a  nonresident  alien  individual, 
during  any  taxable  year  beginning  after  December  31,  1950,  except  for 
the  exclusions  provided  in  clauses  (1)  and  (2)  of  such  subsection. 

Clause  (1)  excludes  from  self-employment  income  of  an  individual 
that  part  of  the  net  earnings  from  self-employment  which  exceeds 
$3,000  reduced  by  the  amount  of  the  wages  paid  to  the  individual  dur¬ 
ing  the  taxable  year.  Thus,  the  maximum  self-employment  income 
of  any  individual  for  any  taxable  year  (whether  a  period  of  12  months 
or  less)  is  $3,000;  or,  if  wages  are  received,  this  maximum  is  reduced 
by  the  amount  of  such  wages.  For  example,  if  during  the  taxable 
year  no  wages  are  received  and  the  individual  has  $5,000  of  net  earn¬ 
ings  from  self-employment,  he  has  $3,000  of  self-employment  income 
for  such  taxable  year;  or  if  the  individual  receives  $1,000  of  wages 
and  also  has  $5,000  of  net  earnings  from  self-employment,  he  has  only 
$2,000  of  self-employment  income  for  the  taxable  year.  For  the  pur¬ 
poses  of  clause  (1),  the  term  “wages”  includes  remuneration  paid  to 
an  employee  for  services  included  under  an  agreement  entered  into 
pursuant  to  section  218  of  the  Social  Security  Act  (relating  to  the 
coverage  of  State  employees).  Clause  (2)  provides  in  effect  that  if 
an  individual’s  net  earnings  from  self-employment  for  the  taxable  year 
are  less  than  $400,  such  individual  has  no  self-employment  income  for 
such  taxable  year.  It  should  be  noted,  however,  that  it  is  possible  for 
an  individual  to  have  less  than  $400  of  self-employment  income.  This 
would  occur  in  a  case  in  which  the  individual’s  net  earnings  from  self- 
employment  are  $400  or  more  for  a  taxable  year  and  the  individual  also 
receives  more  than  $2,600  but  less  than  $3,000  of  wages  during  the 
taxable  year.  For  example,  if  an  individual  has  net  earnings  from  self- 
employment  for  a  taxable  year  of  $1,000  and  is  also  paid  wages  of 
$2,800  during  the  taxable  year,  his  self-employment  income  for  such 
taxable  year  is  $200. 


160 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


Section  481  (b)  differs  from  the  corresponding  provisions  of  section 
1641  (b)  in  the  House  bill  by  prescribing  $3,000  as  the  maximum 
amount  in  determining  self-employment  income,  in  lieu  of  the  $3,600 
amount  specified  in  the  House  bill.  This  change  corresponds  to  that 
made  in  the  amendments  to  section  1426  of  the  code. 

Section  481  (b)  further  provides  that,  in  the  case  of  any  taxable 
year  beginning  prior  to  the  effective  date  specified  in  section  3810, 
an  individual  who  is  a  citizen  of  Puerto  Rico  (but  not  otherwise  a 
citizen  of  the  United  States)  and  who  is  not  a  resident  of  the  United 
States  (i.  e.,  the  48  States,  Alaska,  Hawaii,  and  the  District  of  Colum¬ 
bia)  or  of  the  Virgin  Islands  during  the  taxable  year  shall  be  considered, 
for  the  purposes  of  computing  self-employment  income,  as  a  non¬ 
resident  alien  individual.  Accordingly,  the  net  earnings  from  self- 
employment  of  an  individual  described  in  the  preceding  sentence 
would  not  constitute  self-employment  income.  Section  481  (b)  also 
provides  that  an  individual  who  is  not  a  citizen  of  the  United  States 
but  who  is  a  resident  of  the  Virgin  Islands  or,  after  the  effective  date 
specified  in  section  3810,  is  a  resident  of  Puerto  Rico  shall  not,  for 
purposes  of  computing  self-employment  income,  be  considered  to  be  a 
nonresident  alien  individual.  Accordingly,  the  net  earnings  from 
self-employment  of  such  an  individual  may  constitute  self-employ¬ 
ment  income.  The  net  earnings  from  self-employment  of  a  citizen 
or  resident  of  the  United  States  (including  the  Virgin  Islands  and, 
after  the  effective  date  specified  in  section  3810,  Puerto  Rico)  con¬ 
stitute  self-employment  income,  except  to  the  extent  that  such  net 
earnings  are  excluded  from  self-employment  income  under  clause  (1) 
or  (2)  of  section  481  (b). 

While  a  nonresident  alien  individual  who  derives  income  from  a 
trade  or  business  carried  on  within  the  United  States  (whether  by  his 
agents  or  employees  or  by  a  partnership  of  which  he  is  a  member) 
is  taxed  on  such  income  under  the  other  subchapters  of  chapter  1  of 
the  code,  such  individual  (if  he  is  treated  under  the  Self-Employment 
Contributions  Act  as  a  nonresident  alien)  will  not  pay  a  self-employ¬ 
ment  tax  on  any  portion  of  such  income. 

Trade  or  business 

Subsection  (c)  of  section  481  provides  tbat,  for  the  purposes  of 
the  Self-Employment  Contributions  Act,  the  term  “trade  or  business” 
shall  have  the  same  meaning  as  when  used  in  section  23  of  the  code, 
except  that  such  term  shall  not  include  the  performance  of  certain 
functions  and  services  described  in  paragraphs  (1)  to  (5),  both 
inclusive. 

Paragraph  (1)  provides  that  the  performance  of  the  functions  of  a 
public  office  does  not  constitute  a  trade  or  business.  The  term 
“public  office”  includes  any  elective  or  appointive  office  of  the  Federal 
Government  or  of  a  State  or  its  political  subdivision  or  of  a  wholly 
owned  instrumentality  of  any  one  or  more  of  the  foregoing,  such  as 
President,  Vice  President,  governor,  mayor,  secretary  of  State, 
Member  of  Congress,  State  representative,  county  commissioner, 
judge,  county  or  city  attorney,  marshal,  sheriff,  register  of  deeds,  or 
notary  public. 

Paragraph  (2)  provides  that  the  performance  of  service  by  an 
individual  as  an  employee  as  defined  in  the  Federal  Insurance  Con- 
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tributioDs  Act,  with,  one  exception,  does  not  constitute  a  trade  or 
business.  The  exception  is  as  follows: 

Service  performed  by  an  employee,  who  has  attained  the  age  of  18,  in,  and  at 
the  time  of,  the  sale  of  newspapers  or  magazines  to  ultimate  consumers,  under  an 
arrangement  under  which  the  newspapers  or  magazines  are  to  be  sold  by  the 
employee  at  a  fixed  price,  his  compensation  being  based  on  the  retention  of  the 
excess  of  such  price  over  the  amount  at  which  the  newspapers  or  magazines  are 
charged  to  him  whether  or  not  he  is  guaranteed  a  minimum  amount  of  compensa¬ 
tion  for  such  service,  or  is  entitled  to  be  credited  with  the  unsold  newspapers  or 
magazines  turned  back. 

The  House  bill  contained  an  additional  exception  relating  to  section 
1426  (b)  (18)  of  the  code,  as  amended  by  the  House  bill,  which  ex¬ 
ception  has  been  omitted  in  view  of  your  committee’s  action  on  pro¬ 
posed  section  1426  (b)  (18). 

Paragraph  (3)  provides  that  the  performance  of  service  by  an 
individual  as  an  employee  or  employee  representative  as  defined  in 
section  1532  of  the  code,  that  is,  an  individual  covered  under  the 
railroad  retirement  system,  does  not  constitute  a  trade  or  business. 

Paragraph  (4)  provides  that  the  performance  of  service  by  a  duly 
ordained,  commissioned,  or  licensed  minister  of  a  church  in  the  exer¬ 
cise  of  his  ministry  or  by  a  member  of  a  religious  order  in  the  exercise 
of  duties  required  by  such  order  does  not  constitute  a  trade  or  business. 
This  exception  applies  to  the  performance  of  services  which  are  ordi¬ 
narily  the  duties  of  such  ministers  or  members  of  religious  orders. 
The  duties  of  ministers  include  the  ministration  of  sacerdotal  functions 
and  the  conduct  of  religious  worship,  and  the  control,  conduct,  and 
maintenance  of  religious  organizations  (including  the  religious  boards, 
societies,  and  other  integral  agencies  of  such  organizations),  under  th^ 
authority  of  a  religious  body  constituting  a  church  or  church  de¬ 
nomination. 

Paragraph  (5)  provides  that  the  performance  of  service  by  an  indi¬ 
vidual  in  the  exercise  of  a  profession  as  a  physician,  lawyer,  dentist, 
osteopath,  veterinarian,  chiropractor,  naturopath,  or  optometrist,  or 
as  a  Christian  Science  practitioner,  or  as  an  architect,  certified  public 
accountant,  or  professional  engineer,  or  the  performance  of  such 
service  by  a  partnership,  does  not  constitute  a  trade  or  business. 
The  'designations  in  this  paragraph  are  to  be  given  their  commonly 
accepted  meaning.  Thus,  the  term  “physician”  means  an  individual 
wrho  is  legally  qualified  to  practice  medicine;  and  the  term  “lawyer” 
means  an  individual  who  is  legally  qualified  to  practice  law.  In  the 
case  of  a  partnership  whose  trade  or  business  consists  in  the  per¬ 
formance  of  service  in  the  exercise  of  any  of  the  designated  professions, 
the  partnership  shall  not  be  considered  as  carrying  on  a  trade  or  busi¬ 
ness  for  purposes  of  the  Self-Employment  Contributions  Act,  and 
none  of  the  distributive  shares  of  income  or  loss  of  such  partnership 
shall  be  included  in  computing  net  earnings  from  self-employment  of 
any  member  of  the  partnership.  On  the  other  hand,  wThere  a  partner¬ 
ship  is  engaged  in  a  trade  or  business  not  within  any  of  the  designated 
professions,  each  partner  must  include  his  distributive  share  of  the 
income  or  loss  of  such  partnership  in  computing  his  net  earnings  from 
self-employment,  irrespective  of  whether  such  partner  is  also  engaged 
in  the  practice  of  one  of  such  professions  and  contributes  his  profes¬ 
sional  services  to  the  partnership.  Your  committee  has  added  to  the 
designations  in  the  corresponding  provisions  of  the  House  bill  the 
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following:  naturopaths,  architects,  and  certified  public  accountants. 
In  addition,  the  designation  “professional  engineer”  has  been  substi¬ 
tuted  for  the  specific  list  of  certain  kinds  of  professional  engineers 
contained  in  the  House  bill.  “Professional  engineers”  are  those  en¬ 
gineers  legally  qualified  to  practice  before  the  public  in  a  consulting 
capacity. 

Definition  oj  employee  and  wages 

Subsection  (d)  of  section  481  provides  that,  for  the  purposes  of  the 
Self-Employment  Contributions  Act,  the  term  “employee”  and  the 
term  “wages”  shall  have  the  same  meaning  as  when  used  in  the  Federal 
Insurance  Contributions  Act.  (For  an  explanation  of  these  terms, 
see  the  discussion  of  secs.  203  and  205  of  the  bill.) 

Definition  oj  “taxable  year” ;  administrative  provisions ;  and  so  forth 

Certain  provisions  of  the  House  bill  have  been  stricken  out  as 
unnecessary  since  under  your  committee’s  bill  the  tax  on  self-employ¬ 
ment  income  is  imposed  as  one  of  the  income  taxes  under  chapter  1 
of  the  code.  Thus,  the  taxpayer  has  the  same  taxable  year  for  all 
taxes  under  that  chapter,  and  a  separate  definition  of  “taxable  year” 
is  unnecessary  for  the  tax  on  self-employment  income.  Similarly, 
special  provisions  as  to  the  nondeductibility  of  the  tax  on  self-employ¬ 
ment  income  for  the  purpose  of  computing  net  income  for  income  tax 
purposes  are  not  needed,  since  the  self-employment  tax  becomes  one 
of  the  income  taxes  referred  to  in  section  23  (c)  (1)  (A).  Furthermore, 
special  provisions  as  to  the  collection  and  payment  of  that  tax  are 
not  needed,  since  the  provisions  now  applicable  to  the  taxes  under 
chapter  1  will  be  applicable  to  the  tax  on  self-employment  income. 

Special  provisions  as  to  the  overpayment  and  underpayment  of  this 
tax  are  also  not  needed,  since  this  tax  will  be  included  in  determining 
whether  there  is  an  overpayment  or  underpayment  of  the  sum  of  the 
taxes  imposed  by  chapter  1,  and  the  provisions  now  applicable  to 
such  overpayment  (for  example,  supplement  O  of  chapter  1)  or  such 
underpayment  (for  example,  supplements  L,  M,  and  N  of  chapter  1) 
will  continue  to  be  applicable  thereto  after  the  tax  on  self-employment 
income  is  included  in  determining  such  overpayment  or  underpayment, 
The  authority  of  the  Commissioner  to  issue  rules  and  regulations 
under  section  62  of  the  code  extends  to  the  tax  on  self-employment 
income.  Since  this  tax  will,  as  part  of  chapter  1,  be  subject  to  all 
provisions  of  law  applicable  to  the  taxes  under  that  chapter,  the 
provisions  of  the  House  bill  making  the  provisions  applicable  to  the 
tax  under  section  2700  also  applicable  to  this  tax  have  been  omitted. 

Miscellaneous  provisions 

Subsection  (a)  of  section  482  requires  every  individual  having  net 
earnings  from  self-employment  of  $400  or  more  for  the  taxable  year  to 
file  a  return  containing  such  information  for  the  purpose  of  carrying 
out  the  provisions  of  the  subchapter  imposing  tax  on  self-employment 
income  as  the  Commissioner,  with  the  approval  of  the  Secretary,  shall 
by  regulations  prescribe.  Such  a  return  is  considered  a  return  re¬ 
quired  under  section  51  (a),  and  the  provisions  applicable  to  returns 
under  section  51  (a)  are  applicable  to  such  return.  However,  the  tax 
on  self-employment  income,  in  the  case  of  a  joint  return  of  husband 
and  wife,  is  the  sum  of  the  taxes  computed  on  the  separate  self- 
employment  income  of  each  spouse.  With  respect  to  the  tax  on  self- 
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employment  income,  the  requirement  of  section  51  (b)  that  in  the 
case  of  a  joint  return  the  tax  is  computed  on  the  aggregate  income  of 
the  spouses  is  not  applicable.  For  example,  if  the  husband  has  $2,800 
wages  and  $500  net  earnings  from  self-employment,  and  if  the  wife 
has  $1,200  wages  and  $600  net  earnings  from  self-employment,  the 
tax  under  subchapter  E  of  chapter  1  to  be  shown  on  their  joint  return 
would  be  the  sum  of  the  tax  under  subchapter  E  on  the  husband’s  $200 
of  self-employment  income  and  the  tax  under  subchapter  E  on  the 
wife’s  $600  of  self-employment  income.  If  the  wife’s  net  earnings 
from  self-employment  were  less  than  $400,  such  net  earnings  would 
not  be  subject  to  the  tax  on  self-employment  income  although  they 
would  have  to  be  shown  on  the  joint  return  for  the  purposes  of  the 
other  taxes  imposed  by  chapter  1.  Since  section  51  (b)  is  applicable 
to  the  return  of  the  tax  on  self-employment  income,  the  liability  with 
respect  to  the  tax  of  the  husband  and  wife  filing  a  joint  return  is 
joint  and  several.  It  is  contemplated  that  returns  required  by  sec¬ 
tion  482  (a)  will  be  made  as  a  part  of  the  regular  income-tax  returns 
required  by  section  51,  for  example,  as  a  schedule  on  or  associated 
with  such  return,  but  in  any  case  in  which  a  taxpayer  is  not  required 
to  file  a  return  under  section  51,  a  separate  return  for  purposes  of  the 
tax  on  self-employment  income  will  be  required  under  section  482  (a). 

Subsection  (b)  of  section  482  provides  that  subchapter  E  of  chapter 
1  of  the  code  may  be  cited  as'  the  “Self-Employment  Contributions 
Act.” 

Subsections  (c)  and  (d)  of  section  482  are  cross-references  to  sec¬ 
tions  3810  and  3811,  discussed  below,  relating  to  effective  date  in 
case  of  Puerto  Rico  and  to  collection  of  taxes  in  Puerto  Rico  and  the 
Virgin  Islands.  These  provisions  were,  m  the  House  bill,  inserted  at 
the  end  of  chapter  9  of  the  code  as  sections  1633  and  1634.  The  pro¬ 
visions  are  applicable  both  to  the  Self-Employment  Contributions 
Act,  now  inserted  as  part  of  chapter  1  of  the  code,  and  to  the  Federal 
Insurance  Contributions  Act  of  chapter  9  of  the  code.  Accordingly, 
the  House  bill  has  been  changed  to  insert  these  sections  in  chapter 
38  of  the  code,  relating  to  miscellaneous  provisions,  and  sections  1633 
and  1634  have  been  renumbered  as  sections  3810  and  3811,  respec¬ 
tively. 

Effective  date  in  case  oj  Puerto  Rico 

Section  3810  provides  that,  if  the  Governor  of  Puerto  Rico  certifies 
to  the  President  of  the  United  States  that  the  Legislature  of  Puerto 
Rico  has  resolved,  by  concurrent  resolution,  that  it  desires  the  extension 
to  Puerto  Rico  of  the  provisions  of  title  II  (old-age,  survivors,  and 
disability  insurance  benefits)  of  the  Social  Security  Act,  then  the 
effective  date  referred  to  in  section  1426  (e)  of  the  code  (relating  to  the 
terms  “State,”  “United  States,”  and  “citizen  of  the  United  States”), 
section  481  (a)  (7)  of  the  code  (relating  to  the  computation  of  net 
earnings  from  self-employment  in  certain  cases),  and  section  481 
(b)  of  the  code  (relating  to  the  computation  of  self-employment  in¬ 
come)  shall  be  January  1  of  the  first  calendar  year  which  begins  more 
than  90  days  after  the  date  on  which  the  President  of  the  United 
States  receives  such  certification. 

Collection  oj  taxes  in  Virgin  Islands  and  Puerto  Rico 

Section  3811  provides  that,  notwithstanding  any  other  provision 
of  law  respecting  taxation  in  the  Virgin  Islands  or  Puerto  Rico,  all 
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taxes  imposed  by  the  Federal  Insurance  Contributions  Act  and  the 
Self-Employment  Contributions  Act  shall  be  collected  by  the  Bureau 
of  Internal  Revenue  under  the  direction  of  the  Secretary  of  the  Treas¬ 
ury  and  shall  be  paid  into  the  Treasury  of  the  United  States  as  internal- 
revenue  collections. 

Mitigation  of  effect  of  statute  of  limitations,  etc. 

Section  208  of  the  bill  also  adds  to  the  code  a  new  section  not 
included  in  the  House  bill,  namely,  section  3812  relating  to  the 
mitigation  of  the  effect  of  the  statute  of  limitations  and  other  provi¬ 
sions  in  case  of  related  taxes  under  different  chapters.  This  section  is 
made  necessary  by  the  fact  that  adjustments  to  the  wages  under  the 
Federal  Insurance  Contributions  Act  may,  by  reason  of  the  effect 
of  such  wages  on  the  $3,000  limitation  applicable  in  determining 
self-employment  income,  affect  the  tax  under  the  Self-Employment 
Contributions  Act,  and  by  reason  of  the  fact  that  an  item  of  income 
may  be  erroneously  reported  as  taxable  under  one  act  when  it  should 
have  been  taxable  under  the  other  act.  If  adjustment  under  only  one 
of  the  two  acts  is  prevented  by  the  statute  of  limitations  or  any 
other  law  or  rule  of  law  (other  than  section  3761  of  the  code,  relating 
to  compromises),  then  the  adjustment  (that  is,  the  assessment  or  the 
credit  or  refund)  otherwise  authorized  under  the  one  act  will  reflect 
the  adjustment  which  would  have  been  made  under  the  other  act 
but  for  such  law  or  rule  of  law.  For  example,  assume  that  a  taxpayer 
reports  wages  of  $3,000  and  net  earnings  from  self-employment 
of  $900.  By  reason  of  the  limitations  of  section  481  (b)  he  shows  no 
self-employment  income.  Assume  further  that  by  reason  of  a  final 
decision  in  the  Tax  Court,  further  adjustments  to  his  income  tax 
liability  are  barred.  The  question  of  the  amount  of  his  wages,  as 
defined  in  section  1426,  was  not  in  issue  in  the  Tax  Court  litigation, 
but  it  is  subsequently  determined  (within  the  period  of  limitations 
applicable  under  the  Federal  Insurance  Contributions  Act)  that  $700 
of  the  $3,000  wages  reported  by  him  were  not  for  employment  as 
defined  in  section  1426  (b),  and  he  is  entitled  to  the  allowance  of  a 
refund  of  the  $10.50  tax  paid  on  such  remuneration  under  section  1400 
of  the  Federal  Insurance  Contributions  Act.  The  reduction  of  his 
wages  from  $3,000  to  $2,300  would  result  in  the  determination  of  $700 
self-employment  income  under  the  facts  stated  above,  the  tax  on  which 
is  $15.75.  The  overpayment  of  $10.50  of  tax  under  the  Federal  Insur¬ 
ance  Contributions  Act  would  be  offset  under  section  3812  by  the 
barred  deficiency  of  $15.75  in  the  tax  under  the  Self-Employment  Con¬ 
tributions  Act,  thus  eliminating  the  refund  otherwise  allowable. 
If  the  facts  were  changed  so  that  the  taxpayer  erroneously  paid 
self-employment  tax  on  $700,  having  been  taxed  on  only  $2,300  as 
wages,  and  within  the  period  of  limitations  under  the  Federal  Insur¬ 
ance  Contributions  Act,  it  is  determined  that  his  wages  were  $3,000, 
the  tax  of  $10.50  under  section  1400  of  that  act,  otherwise  collectible, 
would  be  eliminated  by  offsetting  under  section  3812  the  barred  over¬ 
payment  of  $15.75  under  the  Self-Employment  Contributions  Act. 

Another  illustration  of  the  operation  of  this  section  is  the  case  of  a 
taxpayer  who  is  erroneously  taxed  on  $2,500  as  wages,  the  tax  on  which 
is  $37.50,  and  who  reports  no  self-employment  income.  After  the 
statute  of  limitations  has  run  on  the  refund  of  the  tax  under  the 
Federal  Insurance  Contributions  Act,  it  is  determined  that  the  amount 
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treated  as  wages"should'have  been  reported  as  net  earnings  from  self- 
employment.  The  taxpayer’s  self-employment  income  would  then 
be  $2,500  and  his  self-employment  tax  would  be  $56.25.  Assume  that 
the  period  of  limitations  under  chapter  1  of  the  code  has  not  expired, 
and  that  a  notice  of  deficiency  may  properly  be  issued.  Under 
section  3812,  the  amount  of  the  deficiency  of  $56.25  must  be  reduced 
by  the  barred  overpayment  of  $37.50. 

Nonapplicability  of  section  8801 

Section  208  (c)  of  the  bill  amends  section  3801  of  the  code  by  adding 
at  the  end  thereof  a  new  subsection  (g) .  Subsection  (g)  provides  that 
the  provisions  of  section  3801  shall  not  be  construed  to  apply  to  any 
tax  imposed  by  chapter  9  of  the  code. 

Technical  amendments 

Section  208  (d)  of  the  bill  makes  a  number  of  technical  amendments 
to  the  code  required  by  the  inclusion  of  the  Self-Employment  Con¬ 
tributions  Act  in  chapter  1  of  the  code. 

Sections  3  and  12  (g)  of  the  code  are  amended  to  insert  cross-refer¬ 
ences  to  the  tax  on  self-employment  income. 

Sections  31  and  131  (a)  of  the  code,  relating  to  the  foreign  tax  credit, 
are  amended  so  that  the  foreign  tax  credit  will  not  be  applicable  as  a 
credit  against  the  tax  on  self-employment  income. 

Section  58  (b)  (1)  of  the  code,  relating  to  estimated  tax,  is  amended 
so  that  the  tax  on  self-employment  income  will  not  be  included  in  the 
estimates  of  tax  required  under  section  58  (a)  of  the  code.  Such 
estimates  will  be  made  without  regard  to  the  tax  on  self-employment 
income,  and  such  tax  is  not  required  to  be  paid  in  advance  of  the  date 
prescribed  for  the  final  payment  of  taxes  under  chapter  1.  There  is 
no  provision  for  installment  payments  of  the  tax  on  self-employment 
income.  Section  294  (d),  also  relating  to  the  estimated  tax,  is  similarly 
amended  so  that  the  provisions  of  that  section  will  be  applied  without 
regard  to  the  tax  on  self-employment  income. 

Section  107  of  the  code,  relating  to  compensation  paid  for  services 
rendered  for  a  period  of  36  months  or  more  and  back  pay,  is  amended 
so  that  the  provisions  of  that  section  will  be  applied  without  regard 
to  the  tax  on  self-employment  income,  and  will  not  affect  that  tax. 
For  example,  assume  that  a  taxpayer’s  only  item  of  income  for  the 
calendar  year  1952  (his  taxable  year)  is  $3,000,  all  of  which  is  self- 
employment  income  and  all  of  which  is  subject  to  section  107.  Section 
107  will  not  affect  the  tax  of  $67.50  imposed  by  subchapter  E  of  chapter 
1  for  such  taxable  year.  Section  107  (a),  in  such  a  case,  limits  the 
tax  attributable  to  the  $3,000  to  an  amount  equal  to  the  aggregate  of 
the  taxes  which  would  be  attributable  to  the  $3,000  had  it  been  in¬ 
cluded  in  the  gross  income  of  the  taxpayer  ratably  over  the  period  of 
the  services  described  in  section  107.  For  the  purposes  of  this  limita¬ 
tion,  the  tax  for  1952  and  the  aggregate  of  the  taxes  for  the  years  of 
the  services  are  both  computed  without  regard  to  the  tax  on  self- 
employment  income,  and  the  limitation  applies  to  the  taxes  under 
chapter  1  other  than  the  tax  on  self-employment  income. 

Section  120  of  the  code,  relating  to  unlimited  deduction  for  chari¬ 
table  and  other  contributions,  is  amended  so  that  the  tax  on  self- 
employment  income  is  not  included  in  the  computation  to  determine 
whether  the  total  of  the  taxes  and  charitable  contributions  paid  dur- 
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ing  the  year  exceeds  90  percent  of  the  taxpayer’s  net  income  (computed 
without  the  deductions  for  charitable  contributions). 

Section  161  (a)  of  the  code,  relating  to  the  tax  on  estates  and  trusts, 
is  amended  so  that  trusts  and  estates  will  not  be  subject  to  the  tax 
on  self-employment  income. 

MISCELLANEOUS  AMENDMENTS 

Section  209  of  the  bill,  which  corresponds  to  section  208  of  the 
House  bill,  (a)  amends  section  1607  (b)  of  the  Internal  Revenue  Code, 
defining  the  term  “wages”  for  purposes  of  the  Federal  Unemployment 
Tax  Act  (subch.  C  of  ch.  9  of  the  code);  (b)  amends  section  1607  (c)  of 
the  code,  defining  the  term  “employment”  for  purposes  of  such  act; 

(c)  amends  section  1621  (a)  of  the  code,  defining  the  term  “wages” 
for  purposes  of  the  withholding  of  income  tax  at  the  source  on  wages; 

(d)  amends  section  1631  of  the  code,  relating  to  a  minimum  addition 
to  the  tax  for  failure  to  file  return  or  pay  tax  timely  under  chapter  9 
of  the  code;  and  (e)  provides  retroactive  relief  from  tax  under  sub¬ 
chapters  A  and  C  of  chapter  9  of  the  code  in  connection  with  the 
application  of  the  $3,000  wage  limitation  in  the  case  of  certain  corpo¬ 
rate  successions.  The  amendments  to  sections  1607  (b)  and  (c)  and 
1621  (a)  conform  the  definitions  for  Federal  unemployment  tax  and 
income  tax  withholding  purposes  in  a  number  of  respects  to  corre¬ 
sponding  definitions  in  section  1426  (a),  as  amended  by  section  203 
(a)  of  the  bill,  defining  the  term  “wages”  for  purposes  of  the  Federal 
Insurance  Contributions  Act  (subch.  A,  ch.  9,  of  the  code)  and  in 
section  1426  (b),  as  amended  by  section  204  (a)  of  the  bill,  defining 
the  term  “employment”  for  purposes  of  such  act.  Such  conforming 
amendments  in  the  Federal  payroll  taxes,  to  the  extent  not  substan¬ 
tially  inconsistent  with  the  paramount  policies  applicable  to  each, 
are  considered  desirable  for  reasons  of  facilitating  administration  of 
the  taxes  and  taxpayer  understanding. 

Section  209  (a)  (1)  of  the  bill  amends  section  1607  (b)  of  the  code, 
defining  “wages”  for  Federal  unemployment  tax  purposes.  Technical 
changes  are  made  in  paragraph  (1)  of  the  definition  as  amended  by 
the  House  to  preclude  a  successor  employer,  in  computing  his  tax  for 
the  calendar  year  in  which  the  succession  takes  place,  from  counting 
toward  the  $3,000  limitation  of  wages  any  remuneration  paid  by  the 
predecessor  unless  the  predecessor  also  is  an  employer  as  defined  in 
section  1607  (a)  of  the  code  for  such  calendar  year  and  therefore 
liable  for  the  tax,  and  unless  the  remuneration  paid  by  the  predecessor 
constitutes  taxable  wages.  Except  in  the  following  three  respects,  the 
definition  of  “wages”  in  section  1607  (b),  as  contained  in  section 
209  (a)  (1)  of  the  bill,  is  in  conformity  with  the  corresponding  defini¬ 
tion  in  section  203  (a)  of  the  bill:  (1)  the  exception  from  “wages”  of 
noncash  remuneration  for  service  not  in  the  course  of  the  employer’s 
trade  or  business  has  been  stricken  from  the  amendment  by  the  House 
to  section  1607  (b)  but  is  retained  in  section  1426  (a);  (2)  no  exception 
from  “wages”  of  noncash  remuneration  for  agricultural  labor,  corre¬ 
sponding  to  that  added  by  your  committee  to  section  1426  (a),  has 
been  added  to  section  1607  (b) ;  and  (3)  the  existing  law  exception 
from  “wages”  of  dismissal  payments  which  the  employer  is  not  legally 
required  to  make,  stricken  by  the  amendment  made  by  the  House, 
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has  been  restored  by  your  committee  in  section  1607  (b)  until  January 
1,  1952,  but  not  restored  in  section  1426  (a). 

Section  209  (a)  (2)  of  the  bill  provides  that  the  amendment  to  section 
1607  (b)  of  the  Internal  Revenue  Code  made  by  section  209  (a)  (1) 
shall  be  applicable  only  with  respect  to  remuneration  paid  after  1950. 
It  further  provides  that,  in  the  case  of  remuneration  paid  prior  to  1951, 
the  determination  under  section  1607  (b)  (1)  of  the  code  (prior  to  its 
amendment  by  the  bill)  of  whether  or  not  such  remuneration  consti¬ 
tuted  wages  shall  be  made  as  if  section  209  (a)  (1)  of  the  bill  had  not 
been  enacted  and  without  inferences  drawn  from  the  fact  that  the 
amendment  made  by  such  section  is  not  made  applicable  to  periods 
prior  to  1951. 

Section  209  (a)  (3)  of  the  bill  deletes  paragraph  (8)  of  section  1607 
(b)  of  the  Internal  Revenue  Code,  which  excepts  from  wages  dismissal 
payments  which  the  employer  is  not  legally  required  to  make.  Such 
deletion  is  made  effective  with  respect  to  remuneration  paid  after 
December  31,  1951.  The  definitions  of  wages  under  subchapters  A 
and  C  of  chapter  9  will  thus  be  brought  another  desirable  step  toward 
conformity,  but  State  legislatures  will  in  the  meantime  have  an 
opportunity  to  amend  their  unemployment  compensation  laws  to 
subject  dismissal  payments  to  tax  thereunder,  if  they  so  desire. 

Section  209  (b)  of  the  bill  amends,  in  two  relatively  minor  respects, 
section  1607  (c)  of  the  Internal  Revenue  Code,  defining  the  term 
“employment”  for  purposes  of  the  Federal  Unemployment  Tax  Act. 
The  corresponding  section  of  the  House  bill  (sec.  208  (b)  (1))  amended 
section  1607  (c)  (3)  of  the  code,  excepting  from  employment  casual 
labor  not  in  the  course  of  the  employer’s  trade  or  business,  by  substi¬ 
tuting  the  same  cash  and  regularity  of  performance  of  service  tests  as 
provided  in  section  1426  (b)  (3),  as  amended  by  section  205  (a)  of  the 
House  bill.  Your  committee  has  stricken  the  House  amendment  to 
section  1607  (c)  (3). 

Section  209  (b)  (1)  of  the  bill  amends  section  1607  (c)  (10)  (A)  (i) 
of  the  Internal  Revenue  Code,  the  present  provisions  of  which  exclude 
from  employment  service  performed  in  any  calendar  quarter  in  the 
employ  of  any  organization  exempt  from  income  tax  under  section  101 
of  the  code  if  the  remuneration  for  such  service  “does  not  exceed  $45.” 
Section  208  (b)  (2)  of  the  House  bill  struck  out  the  quoted  phrase,  and 
inserted  in  lieu  thereof  “is  less  than  $100.”  Your  committee  recom¬ 
mends  the  adoption  of  the  changes  in  the  House  bill,  except  that  $50 
should  be  substituted  for  $100  to  conform  with  a  corresponding  change 
made  in  section  1426  (b)  (11)  (A)  of  the  code  by  section  204  (a)  of  the 
bill. 

Section  209  (b)  (2)  of  the  bill  amends  section  1607  (c)  (10)  (E)  of 
the  Internal  Revenue  Code,  the  existing  provisions  of  which  exclude 
from  employment  service  performed  in  any  calendar  quarter  in  the 
employ  of  a  school,  college,  or  university,  not  exempt  from  income 
tax  under  section  101  of  the  code,  if  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly  attending  classes  at  such 
school,  college,  or  university,  and  the  remuneration  for  such  service 
does  not  exceed  $45  (exclusive  of  room,  board,  and  tuition).  Section 
209  (b)  (2)  of  the  bill  (as  does  also  section  208  (b)  (3)  of  the  House 
bill)  amends  section  1607  (c)  (10)  (E)  so  as  to  exclude  such  service 
regardless  of  the  amount  of  the  remuneration. 
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Section  209  (b)  (3)  of  the  bill  provides  that  the  amendments  made 
by  section  209  (b)  (1)  and  (2)  shall  be  applicable  only  with  respect  to 
service  performed  after  1950. 

Section  209  (c)  (1)  of  the  committee  bill  amends  paragraphs  (3) 
and  (4)  of  section  1621  (a)  of  the  code,  defining  the  term  “wages” 
for  purposes  of  income  tax  withholding  so  as  to  conform  (with  a 
major  exception)  the  provisions  of  such  paragraphs  with  section 
1426  (b)  (2)  and  (3)  of  the  code,  as  amended  by  section  204  (a)  of  the 
bill.  The  exception  is  that  the  amended  section  1621  (a)  (3)  (A) 
continues  for  income  tax  withholding  purposes  the  existing  exception 
of  domestic  service  in  a  private  home.  Section  208  (c)  (1)  of  the 
House  bill  amended  only  section  1621  (a)  (4)  of  the  code,  relating  to 
service  not  in  the  course  of  the  employer’s  trade  or  business.  Your 
committee  has  added  an  amendment  to  section  1621  (a)  (3)  which 
has  the  effect  of  limiting  the  income  tax  withholding  exclusion  from 
wages,  in  the  case  of  domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority,  to  service 
performed  by  a  student  wdio  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university.  For  an  explanation  of  the 
amendment  of  section  1621  (a)  (3)  and  (4),  see  the  explanation  in 
this  report  of  the  amendment  of  section  1426  (b)  (2)  and  (3),  made 
by  section  204  fa)  of  the  bill. 

Section  209  (c)  (2)  of  the  bill  also  amends  section  1621  (a)  of  the 
code  defining  the  term  “wages”  for  purposes  of  income  tax  withholding. 
The  following  paragraphs  of  section  1621  (a)  are  amended  and  conform 
with  the  corresponding  paragraphs  indicated  below  of  section  1426  (a) 
and  (b)  of  the  code,  defining  wages  and  employment  for  purposes  of 
the  Federal  Insurance  Contributions  Act,  as  amended  by  sections 
203  (a)  and  204  (a),  respectively,  of  the  bill.  Paragraph  (9)  of  section 
1621  (a),  conforming  with  section  1426  (b)  (9)  (A),  excludes  from 
wages  remuneration  for  services  performed  by  ministers  and  members 
of  religious  orders.  Paragraph  (10)  of  section  1621  (a),  conforming 
with  section  1426  (b)  (16),  excludes  from  wages  remuneration  for  cer¬ 
tain  services  in  connection  with  the  delivery,  distribution,  or  sale  of 
newspapers,  shopping  news,  or  magazines.  Such  paragraphs  (9)  and 
(10)  were  included  in  the  amendment  to  section  1621  (a)  made  by 
section  208  (c)  (2)  of  the  House  bill.  Paragraph  (11)  of  section 
1621  (a),  added  by  your  committee  in  conformity,  so  far  as  appro¬ 
priate,  with  section  1426  (a)  (7),  excludes  from  wages  such  remunera¬ 
tion  for  services  not  in  the  course  of  the  employer’s  trade  or  business 
as  is  paid  in  any  medium  other  than  cash.  Paragraph  (12)  of  section 
1621  (a),  also  added  by  your  committee,  conforms  with  section  1426 
(a)  (5),  and  excludes  from  wages  under  specified  conditions  remunera¬ 
tion  paid  to,  or  on  behalf  of,  an  employee  or  his  beneficiary  from  or  to 
a  trust  exempt  from  tax  under  section  165  (a)  of  the  code,  or  under  or 
to  an  annuity  plan  meeting  the  requirements  of  section  165  (a)  (3), 
(4),  (5),  and  (6)  of  the  code.  For  a  further  explanation  of  the  para¬ 
graphs  of  section  1621  (a)  here  amended  or  added,  see  the  explanation 
in  this  report  of  the  corresponding  paragraphs,  referred  to  above,  of 
section  1426  (a)  and  (b)  of  the  code,  as  amended  by  sections  203  (a) 
and  204  (a),  respectively,  of  the  bill.  Your  committee  has  also 
stricken  from  the  bill  the  express  provisions  relating  to  tips  and  other 
cash  remuneration  customarily  received  by  an  employee  in  the  course 
of  his  employment  from  persons  other  than  the  person  employing  him. 
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This  conforms  with  the  deletion  by  the  committee,  in  section  203  (a) 
of  the  committee  bill,  of  the  corresponding  provisions  inserted  by  the 
House  in  section  1426  (a)  of  the  code  (section  204  (a)  of  the  House  bill). 

Section  209  (c)  (3)  of  the  bill  provides  that  the  amendments  made 
by  section  209  (c)  (1)  and  (2)  to  section  1621  (a)  of  the  Internal  Rev¬ 
enue  Code,  defining  wages  for  purposes  of  the  withholding  of  income 
tax  at  source  on  wages,  shall  be  applicable  only  with  respect  to  re¬ 
muneration  paid  after  1950. 

Section  209  (d)  of  the  committee  bill  amends  section  1631  of  the 
code,  relating  to  a  minimum  addition  to  the  tax  for  failure  to  file  re¬ 
turn  or  pay  tax  timely  under  chapter  9  of  the  code.  The  correspond¬ 
ing  section  of  the  House  bill  (section  208  (d))  would  have  amended 
section  1403  (b)  of  the  code,  relating  to  the  penalty  for  failure  to 
furnish  a  wage  statement.  The  House  amendment  to  section  1403  (b) 
is  unnecessary  because  section  1403  is  superseded,  with  respect  to 
wages  paid  after  December  31,  1950,  by  section  1636  of  the  code, 
added  by  section  206  (d)  of  the  committee  bill.  Your  committee  has 
therefore  stricken  the  House  amendment  to  section  1403  (b).  The 
amended  section  1631  contains  two  principal  changes  from  the  existing 
section  1631.  Existing  law  provides  a  $5  minimum  addition  to  the 
tax  for  failure  to  pay  the  tax  timely,  as  well  as  for  failure  to  file  the 
return  timely,  unless  such  failure  is  due  to  reasonable  cause  and  not  to 
willful  neglect.  The  committee  amendment  strikes  out  the  $5  mini¬ 
mum  addition  to  the  tax  for  failure  to  pay.  Other  provisions  of 
existing  law  provide  an  adequate  penalty  for  failure  to  pay  the  tax. 
Under  section  3655  of  the  code  a  taxpayer  who  fails  to  pay  tax  after 
receiving  a  10-day  notice  is  subject  to  a  5-percent  addition  to  the  tax 
for  nonpayment,  together  with  interest.  Under  section  2707  (a)  of 
the  code,  a  taxpayer  who  willfully  fails  to  pay  tax  is  subject  to  a  pen¬ 
alty  equal  to  the  amount  of  the  tax  not  paid.  The  committee  amend¬ 
ment  provides  only  one  $5  minimum  addition  to  the  tax  for  failure  to 
file  a  return,  irrespective  of  whether  one  or  more  taxes  are  required 
to  be  reported  on  such  return;  while  under  existing  law  a  $5  minimum 
addition  is  provided  for  each  class  of  tax  required  to  be  reported  on  the 
return.  In  the  case  of  a  return  on  Form  941  on  which  the  employees’ 
and  employers’  taxes  under  the  Federal  Insurance  Contributions  Act 
and  the  income  tax  withheld  at  source  under  subchapter  D  of  chapter 
9  of  the  code  are  required  to  be  reported,  the  minimum  addition 
under  the  committee  amendment  would  be  $5  instead  of  $10  as  under 
existing  law.  Paragraph  (2)  of  this  subsection  of  the  bill  provides 
that  the  amended  section  1631  shall  be  applicable  only  with  respect 
to  returns  the  due  date  (that  is,  the  last  day  on  which  the  return  may 
be  timely  filed)  of  which  falls  after  the  date  of  the  enactment  of  the 
bill. 

Section  209  (e)  of  the  bill,  for  which  there  is  no  corresponding  pro¬ 
vision  in  the  House  bill,  provides  certain  limited  relief  from  the  taxes 
under  subchapters  A  and  C  of  chapter  9  of  the  Internal  Revenue  Code, 
where  a  corporation  incorporated  under  the  laws  of  one  State  is 
succeeded  by  another  corporation  incorporated  under  the  laws  of 
another  State.  The  relief  is  applicable  only  in  the  case  of  successions 
taking  place  at  some  time  during  the  period  from  January  1,  1946,  to 
December  31,  1950,  both  dates  inclusive.  (Sections  1426  (a)  (1)  and 
1607  (b)  (1)  of  the  Internal  Revenue  Code,  as  amended  by  sections 
203  (a)  and  209  (a),  respectively,  of  the  committee  bill,  provide  com- 
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parable  relief  in  cases  of  this  type  and  additional  types  of  successions 
occurring  after  1950.)  In  order  to  qualify  for  the  relief  under  section 
209  (e)  the  business  of  the  successor  must,  immediately  upon  the 
succession,  be  identical  with  that  of  the  predecessor;  except  for  quali¬ 
fying  shares,  the  proportionate  interest  of  each  shareholder  in  the 
successor  must,  immediately  upon  the  succession,  be  identical  with 
his  proportionate  interest  in  the  predecessor;  the  predecessor  must,  in 
connection  with  the  succession,  be  dissolved,  or  merged  into  the  suc¬ 
cessor;  and  both  the  predecessor  and  successor  must,  in  the  calendar 
year  in  which  the  succession  takes  place,  be  employers  within  the 
meaning  of  both  subchapter  A  and  subchapter  C  of  chapter  9  of  the 
code.  If  all  of  the  foregoing  conditions  are  met,  the  successor  may 
under  paragraph  (1)  of  section  209  (e)  count  toward  the  $3,000  limita¬ 
tion  in  the  definition  of  wages  under  such  subchapters,  before  applying 
such  limitation  to  remuneration  paid  by  the  successor  to  its  employees, 
the  amount  of  the  taxable  wages  paid  by  the  predecessor  in  such  calen¬ 
dar  year  to  the  same  employees,  as  though  such  wages  paid  by  the  pre¬ 
decessor  had  been  paid  by  the  successor;  and,  subject  to  the  applicable 
statutes  of  limitations,  the  successor  may  be  entitled  under  paragraph 
(2)  of  section  209  (e)  to  a  credit  or  refund,  without  interest,  of  certain 
taxes  (together  with  any  interest  or  penalty  thereon)  paid  by  it  with 
respect  to  certain  remuneration  which  it  paid  during  such  calendar 
year.  The  credit  or  refund  is  limited  to  employer  tax  under  section 
1410  of  subchapter  A  and  employer  tax  under  section  1600  of  sub¬ 
chapter  C,  and  is  measured  in  amount  by  the  application  of  a  rule 
which  has  the  identical  effect  upon  the  wage  base  of  the  successor  as 
that  contained  in  paragraph  (1)  of  section  209  (e).  Employee  tax 
under  section  1400  of  subchapter  A  already  deducted  with  respect  to 
more  than  $3,000  of  wages  received  by  an  employee  from  two  or  more 
employers  during  the  same  calendar  year  is  refundable  to  the  employee 
under  existing  law  (section  1401  (d)  of  subchapter  A,  relating  to 
“special  refunds”)-  The  amount  of  liability  of  the  successor  for  any 
unpaid  employee  tax,  as  well  as  for  any  unpaid  employer  taxes,  above 
referred  to,  is  limited  by  paragraph  (1),  in  the  case  of  any  succession 
meeting  the  specified  conditions  which  takes  place  after  December  31, 
1945,  and  before  January  1,  1951. 

Title  III — Amendments  to  Public  Assistance  and  Maternal 

and  Child  Welfare  Provisions  of  the  Social  Security  Act 

REQUIREMENTS  OF  STATE  PLANS 

Titles  I,  IV,  and  X  of  the  Social  Security  Act  provide  for  payments 
to  the  States  to  assist  them  in  meeting  the  cost  of  providing,  respec¬ 
tively,  old-age  assistance,  aid  to  dependent  children,  and  aid  to  the 
blind.  To  be  eligible  for  those  Federal  payments  a  State  must  submit 
a  plan  which  is  approved  by  the  Federal  Security  Administrator  as 
meeting  certain  requirements  specified  in  the  respective  titles.  Most 
of  these  requirements  are  identical  foi  all  three  titles  and,  consequently, 
several  of  the  amendments  made  by  the  bill  in  these  requirements 
are  identical. 

Requirement  relating  to  fair  hearing 

Section  301  of  the  bill  would  amend  section  2  (a)  of  the  Social 
Security  Act,  which  specifies  the  requirements  State  old-age  assistance 
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plans  must  meet  in  order  to  be  approved  and  thereby  make  the  State 
eligible  for  Federal  payments.  Clause  (4)  of  section  2  (a)  now  requires 
State  plans  to  provide  for  granting  a  fair  hearing  before  the  State 
agency  administering  or  supervising  the  administration  of  the  plan 
to  an  individual  whose  claim  for  old  age  assistance  is  denied. 

This  clause  would  be  amended  to  make  it  clear  that  such  a  hearing 
is  also  required  in  case  the  claim  for  assistance  is  not  acted  upon  “with 
reasonable  promptness”  (the  bill  as  passed  by  the  House  contained 
instead  of  the  quoted  material  the  phrase  “within  a  reasonable  time”). 
This  new  requirement  of  State  plans  would  take  effect  July  1,  1951. 
The  same  changes  would  be  made  in  clause  (4)  of  sections  402  (a) 
and  1002  (a)  of  the  Social  Security  Act  (relating  to  State  plans  for  aid 
to  dependent  children  and  aid  to  the  blind,  respectively)  by  sections 
321  and  341,  respectively,  of  the  bill. 

These  amendments  proposed  by  the  bill  as  reported  out  by  your 
committee  and  those  proposed  on  the  same  subject  by  the  bill 
as  passed  by  the  House  are  the  same  except  for  the  change  noted 
above.  The  change  would  have  no  substantive  effect  and  was  made 
merely  to  conform  the  language  of  this  clause  to  that  in  the  new 
clause  (9)  (discussed  under  the  next  heading). 

Reauirements  relating  to  opportunity  to  apply  for  and  receive  assistance. 

The  provisions  of  section  3  (a)  of  the  Social  Security  Act  are  also 
amended  by  the  bill  by  the  addition  of  a  new  clause  (9).  This  clause 
would  add  a  specific  requirement  designed  to  make  it  clear  that  a 
State  plan,  in  order  to  be  approved,  must  provide  that  all  individuals 
wishing  to  make  application  for  assistance  shall  have  an  opportunity 
to  do  so  and  that  assistance  shall  be  furnished  with  reasonable  prompt¬ 
ness  to  all  eligible  individuals.  This  new  requirement  would  take 
effect  July  1,  1951. 

The  same  addition  has  been  made  by  sections  321  and  341  of  the 
bill  to  sections  402  (a)  and  1002  (a),  respectively,  of  the  Social 
Security  Act,  although  in  the  latter  case  the  new  clause  is  numbered 

an.  .  .  , 

These  amendments  proposed  by  the  bill  are  the  same  in  substance 
as  those  proposed  on  the  same  subject  by  the  bill  as  passed  by  the 
House  except  that  the  latter  would  have  required  the  assistance  to 
be  furnished  “promptly”  instead  of  “with  reasonable  promptness”  as 
proposed  by  your  committee.  The  change  was  made  in  order  to 
assure  the  States  reasonable  time  to  make  investigations  and  complete 
any  other  action  necessary  to  determine  eligibility  and  extent  of  need 
for  assistance. 

Standards  for  institutions 

Another  addition  made  to  section  2  (a)  of  the  Social  Security  Act 
by  section  301  of  the  bill  would  be  applicable  to  State  plans  for  old- 
age  assistance  which  include  payments  to  individuals  in  private  or 
public  institutions.  In  such  cases,  the  State  plans  would,  effective 
July  1,  1953,  have  to  provide  for  the  establishment  or  designation  of  a 
State  authority  or  authorities  to  be  responsible  for  establishing  and 
maintaining  standards  for  such  institutions.  _ 

The  same  addition  would  be  made  to  section  1002  (a)  of  the  Social 
Security  Act  by  section  341  of  the  bill,  although  in  this  case  the  new 
clause  would  be  numbered  (12).  This  requirement  has  not  been 
made  applicable  to  State  aid  to  dependent  children  plans. 
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The  bill  as  reported  and  the  bill  as  passed  by  the  House  are  identical 
on  this  matter. 

Notification  to  appropriate  law-enforcement  officials 

Section  321  (b)  of  the  bill  amends  section  402  (a)  of  the  Social 
Security  Act  by  the  addition  of  a  new  clause  (10),  effective  July  1, 
1952,  which  would  require  an  approved  State  plan  for  aid  to  depend¬ 
ent  children  to  provide  for  prompt  notice  to  appropriate  law-enforce¬ 
ment  officials  in  any  case  in  which  aid  to  dependent  children  is 
furnished  to  a  child  who  has  been  deserted  or  abandoned  by  a  parent. 

The  bill  is  the  same  in  this  respect  as  the  House  bill  except  for  the 
change  in  the  effective  date  necessitated  by  the  passage  of  time. 

Residence  requirement 

Section  321  (c)  of  the  bill  amends  section  402  (b)  of  the  Social 
Security  Act  relating  to  the  residence  requirements  for  eligibility  for 
aid  to  dependent  children  which  may  be  imposed  by  the  State  plans. 
Under  existing  law,  a  State  plan  for  aid  to  dependent  children  may 
not  be  approved  if  it  imposes  a  residence  requirement  as  a  condition 
of  eligibility  which  denies  aid  with  respect  to  any  child  who  has 
resided  in  the  State  for  1  year  preceding  his  application  or  who  was 
born  in  the  State  within  1  year  preceding  the  application  if  his  mother 
has  resided  in  the  State  for  1  year  preceding  the  birth.  Effective 
July  1,  1952,  the  bill  as  reported  out  by  your  committee  would  change 
this  requirement  so  as  to  prohibit  approval  of  a  State  plan  which  im¬ 
poses  a  residence  requirement  under  which  aid  is  denied  to  a  depend¬ 
ent  child  who  has  resided  in  the  State  for  1  year  preceding  his  applica¬ 
tion  or  who  was  born  (whether  in  or  out  of  the  State)  within  1  year 
preceding  the  application  if  his  parent  or  other  relative  with  whom 
he  is  living  resided  in  the  State  for  1  year  preceding  the  birth.  The 
changes  in  existing  law  are  designed  primarily  to  prevent  denial  of 
aid  in  cases  where  the  child  of  parents  normally  resident  in  the  State 
happens  to  be  born  across  the  State  line — as  frequently  happens  in 
large  metropolitan  areas  bordering  on  or  near  State  boundaries.  It 
would  also  prevent  denial  of  aid  where  the  infant  is  living  with  some 
relative  other  than  his  mother  if  the  relative  has  resided  in  the  State 
for  a  year. 

This  amendment  did  not  appear  in  the  bill  as  passed  by  the  House. 
Income  and  resources 

Clause  (8)  of  section  1002  (a)  now  requires  an  approved  State  plan 
for  aid  to  the  blind  to  provide  that  the  State  agency  shall  in  determin¬ 
ing  need,  take  into  consideration  any  other  income  and  resources  of 
an  individual  claiming  aid  under  the  plan.  Effective  October  1,  1950, 
and  until  July  1,  1952,  this  clause  would  be  amended  by  section  341 
(b)  of  the  bill  to  permit  the  State  agency,  if  the  State  so  desires,  to 
disregard  earned  income  up  to  $50  per  month. 

Effective  July  1,  1952,  clause  (8)  would  be  further  amended  to  re¬ 
quire  (instead  of  permitting)  the  State  to  disregard  the  first  $50  per 
month  of  earned  income  in  determining  need  for  aid  to  the  blind. 

These  amendments  differ  in  several  respects  from  the  amendments 
proposed,  by  the  House  bill  on  the  same  subject.  In  addition  to  a 
change  in  dates  resulting  from  the  passage  of  time,  the  bill  as  reported 
by  your  committee  eliminates  from  both  amendments  to  clause  (8)  as 
passed  by  the  House  the  requirement  of  a  certification  by  the  State 
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vocational  rehabilitation  agency  that  disregarding  the  $50  of  earned 
income  would  encourage  or  assist  the  blind  to  prepare  for,  engage  in, 
or  continue  to  engage  in  remunerative  employment.  It  also  elimi¬ 
nates  from  the  second  amendment  of  the  clause  as  contained  in  the 
House  bill  the  specific  requirement  that  the  State  in  determining  need 
take  into  account  not  only  any  other  income  and  resources  of  the  claim¬ 
ant  (as  required  by  existing  law)  but  also  “the  special  expenses  arising 
from  blindness.” 

Examination  by  opthalmologist;  services  of  optometrists 

Section  341  (c)  of  the  bill  would  add  to  the  other  requirements  of 
State  plans  for  aid  to  the  blind  a  new  clause  (10)  requiring  the  State 
plan  to  provide  that,  in  determining  blindness,  there  shall  be  an 
examination  by  a  physician  skilled  in  diseases  of  the  eye.  This 
requirement  would  become  effective  October  1,  1950.  It  would  also, 
effective  July  1,  1951,  require  the  plan  to  provide  that  the  services 
of  optometrists  within  the  scope  of  their  practice  as  prescribed  by 
State  law  shall  be  available  to  individuals  already  determined  to  be 
eligible  for  aid  to  the  blind  (if  desired  and  needed  by  them),  as  well 
as  to  recipients  of  any  grant-in-aid  program  for  improvement  or  con¬ 
servation  of  vision. 

As  passed  by  the  House,  this  amendment  would  have  required 
examination  by  an  ophthalmologist  or  an  optometrist  to  determine 
blindness  (effective  October  1,  1949).  It  would  not  have  required  the 
States  to  make  the  services  of  optometrists  available  to  recipients  of 
this  and  other  grant-in-aid  programs. 

COMPUTATION  OF  FEDERAL  SHARE  OF  ASSISTANCE  PAYMENTS 

Old-age  assistance 

Sections  3  (a)  and  1003  (a)  of  the  Social  Security  Act  now  provide 
for  paying  to  each  State  with  a  plan  approved  under  title  I  and  title 
X,  respectively,  three-fourths  of  the  first  $20  of  the  average  monthly 
assistance  payment  per  recipient,  plus  one-half  of  the  remainder  of 
such  average  payment,  but  excluding  that  part  of  any  payment  to  any 
individual  in  excess  of  $50.  Effective  October  1,  1950,  the  provisions 
on  the  proportion  of  the  old-age  assistance  costs  which  will  be  borne 
by  the  United  States  will  not  be  applicable  (under  sec.  3  (a)  as  amended 
by  sec.  302  of  the  bill)  to  individuals  who  become  entitled  to  retire¬ 
ment  (old-age  insurance)  benefits  under  title  II  of  the  Social  Security 
Act  after  the  first  full  calendar  month  following  the  enactment  of  the 
bill  and  who  were  not  entitled  to  retirement  benefits  under  that  title 
as  in  effect  prior  to  such  enactment.  The  Federal  share  will  instead 
be  one-half  the  cost  of  assistance  for  these  individuals,  with  the  excess 
over  $50  for  any  individual  not  being  counted  in  determining  the 
amount  of  the  Federal  contribution. 

No  change  would  be  made  in  the  Federal  share  of  the  cost  of  aid  to 
the  blind. 

The  existing  section  3  (a)  of  the  Social  Security  Act  restricts  pay¬ 
ments  which  may  be  counted  for  purposes  of  a  Federal  contribution 
to  those  made  to  an  individual  who  is  65  years  of  age  or  older.  This 
restriction  has  been  transferred  to  section  6  of  the  act,  as  amended  by 
the  bill.  For  reasons  of  convenience  the  present  prohibition  against 
making  any  Federal  contribution  toward  payments  to  inmates  of 
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public  institutions  has  been  transferred  (with  the  modifications  ex¬ 
plained  below)  from  sections  3  (a)  and  1003  (a)  of  the  Social  Security- 
Act  to  sections  6  and  1006,  respectively. 

The  amendment  reducing  the  Federal  contribution  for  aged  needy 
individuals  who  first  become  beneficiaries  under  title  II  of  the  Social 
Security  Act  after  the  bill  becomes  law  was  not  in  the  bill  as  passed 
by  the  House.  On  the  other  hand,  the  bill  as  reported  does  not  make 
several  of  the  changes  which  would  have  been  made  in  sections  3  (a) 
and  1003  (a)  of  the  Social  Security  Act  by  the  bill  as  passed  by  the 
House.  As  passed  by  the  House,  the  bill  would  have  amended  these 
sections  of  the  Social  Security  Act  so  as  to  change  the  Federal  share  of 
old-age  assistance  and  aid  to  the  blind  to  four-fifths  of  the  first  $25  of 
the  average  monthly  payment  per  recipient,  plus  one-half  of  the  next 
$10  of  such  average  payment,  plus  one- third  of  the  remainder.  The 
individual  maximum  of  $50  would  have  been  retained. 

Another  amendment  proposed  in  the  House  bill  but  not  in  the  bill 
as  reported  was  one  which  would  have  permitted  Puerto  Rico  and 
the  Virgin  Islands  to  share  in  Federal  payments  to  States  for  old-age 
assistance  and  aid  to  the  blind,  although  on  a  more  limited  basis 
than  that  applicable  to  the  States  and  Territories  now  eligible. 

Aid  to  dependent  children 

Effective  October  1,  1950,  section  322  of  the  bill  would  amend  section 
403  (a)  of  the  Social  Security  Act  by  raising  the  maximum  individual 
payment  for  the  first  child  in  a  family  (with  respect  to  which  the 
Federal  Government  will  participate)  from  $27  to  $30,  and  the  maxi¬ 
mum  for  subsequent  children  in  the  same  family  from  $18  to  $20. 

The  bill  as  passed  by  the  House  made  no  changes  in  this  respect. 
The  House  bill  would,  however,  have  changed  the  provisions  govern¬ 
ing  the  extent  of  Federal  participation  in  the  cost  of  aid  to  dependent 
children  in  other  respects.  Thus  the  bill  would  have  changed  the 
Federal  share  of  this  cost  within  the  maximum  from  three-fourths 
of  the  first  $12  of  the  average  monthly  payment  per  recipient  plus 
one-half  of  the  remainder,  to  four-fifths  of  the  first  $15  of  such  average 
payment  plus  one-half  of  the  next  $6  plus  one-third  of  the  remainder. 
As  in  the  case  of  old-age  assistance  and  aid  to  the  blind,  Puerto  Rico 
and  the  Virgin  Islands  would  also  have  been  made  eligible  for  Federal 
payments,  though  on  a  more  limited  basis  than  for  States  and  Terri¬ 
tories  now  eligible. 

MEDICAL-CARE  PAYMENTS 

At  the  present  time  only  unrestricted  cash  payments  to  aged  and 
blind  persons  and  with  respect  to  dependent  children  under  the 
approved  State  plans  are  counted  as  expenditures  with  respect  to 
which  the  Federal  Government  will  make  a  contribution.  Sections 
303,  323,  and  343  of  the  bill  would  amend  sections  6,  406  (b),  and 
1006  (definitions  of  old-age  assistance,  aid  to  dependent  children,  and 
aid  to  the  blind),  respectively,  so  as  to  include  medical  care  and  any 
type  of  remedial  care  recognized  under  State  law  in  behalf  of  eligible 
individuals  as  well  as  unrestricted  cash  payments.  These  expendi¬ 
tures  for  medical  care,  however,  will  be  counted  for  purposes  of  a 
Federal  contribution  only  to  the  extent  that  they,  plus  the  unrestricted 
cash  payment  to  the  individual,  do  not  exceed  the  maximum  of  $50 
in  the  case  of  old-age  assistance  and  aid  to  the  blind  and  $30  or  $20, 
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as  the  case  may  be  ($27  and  $18,  respectively,  under  existing  law), 
in  the  case  of  aid  to  dependent  children. 

As  passed  by  the  House,  the  bill  would  have  authorized  Federal 
financial  participation  in  the  cost  of  medical  care  within  the  individual 
maximum  indicated  above.  The  bill  as  reported  by  your  committee 
also  authorizes  such  participation  in  the  cost  of  any  type  of  remedial 
care  recognized  under  State  law.  Thus,  if  a  State  recognizes  the 
care  rendered  by  Christian  Science  practitioners,  participation  in  the 
cost  of  this  will  be  authorized. 

PAYMENTS  TO  INDIVIDUALS  IN  PUBLIC  MEDICAL  INSTITUTIONS 

Under  the  existing  sections  3  (a)  and  1003  (a)  of  the  Social  Security 
Act,  payments  to  aged  or  blind  individuals  living  in  any  public 
institution  are  not  counted  as  expenditures  under  the  approved  State 
plan  with  respect  to  which  the  Federal  Government  will  make  a 
contribution. 

Sections  303  and  343  of  the  bill  would  amend  the  provisions  of 
sections  6  and  1006,  respectively,  of  the  Social  Security  Act  (and 
secs.  302  and  342  of  the  bill  would  amend  the  provisions  of  secs.  3 
and  1003,  respectively)  so  as  to  include  as  an  expenditure,  with 
respect  to  which  the  Federal  Government  will  make  a  contribution, 
payments  to  individuals  who  are  patients  in  a  public  medical  institu¬ 
tion.  These  amendements  will  be  effective  October  1,  1950.  Ex¬ 
cluded,  however,  would  be  payments  to  an  individual  who  is  a  patient 
in  an  institution  for  tuberculosis  or  mental  diseases  and  payments  to 
individuals  who  have  been  diagnosed  as  having  tuberculosis  or  a 
psychosis  and  are  patients  in  a  medical  institution  as  a  result  thereof. 
Under  existing  law  there  is  no  exclusion  of  payments  to  individuals 
in  any  kind  of  private  medical  institution.  For  this  reason  the  ex¬ 
clusion  of  payments  to  individuals  in  private  mental  or  tuberculosis 
institutions  will  not  be  effective  until  July  1,  1952. 

Aside  from  the  change  in  effective  dates  necessitated  by  the  passage 
of  time,  the  bill  as  reported  differs  from  the  bill  as  passed  by  the 
House  on  this  matter  in  only  one  respect,  which  is  also  related  to 
the  effective  dates  of  the  changes.  As  passed  by  the  House,  the  bill 
would  have  postponed  for  almost  2  years  the  exclusion,  from  the 
definition  of  assistance,  of  payments  to  individuals  who  are  in  mental 
or  tuberculosis  institutions  (whether  public  or  private)  or  who  are 
in  medical  institutions  (whether  public  or  private)  as  a  result  of  a 
diagnosis  of  tuberculosis  or  a  psychosis.  Since  under  existing  law 
there  is  no  Federal  financial  participation  in  such  payments  if  the 
individual  is  in  a  public  institution,  there  is  no  reason  to  postpone 
the  effectiveness  of  the  exclusion  of  these  payments.  Consequently, 
the  bill  restricts  the  postponement  of  the  effecitve  date  to  the  exclu¬ 
sion  of  such  payments  to  individuals  who  are  patients  in  private 
institutions. 

TEMPORARY  APPROVAL  OF  CERTAIN  STATE  PLANS  FOR  AID  TO  THE  BLIND 

Section  344  of  the  bill  provides  that  for  the  period  beginning  October 
1,  1950  and  ending  June  30,  1953,  in  the  case  of  any  State  (as  defined 
in  the  Social  Security  Act)  which  did  not  have  an  approved  plan  for 
aid  to  the  blind  on  January  1,  1949,  the  Federal  Security  Administrator 
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shall  approve  a  plan  of  such  State  for  aid  to  the  blind  even  though  it 
does  not  meet  the  requirements  of  clause  (8)  of  section  1002  (a)  of  the 
Social  Security  Act  (requiring  consideration  of  a  blind  individual’s 
income  and  resources  in  determining  his  need)  if  it  meets  all  other 
requirements  under  title  X  of  the  Social  Security  Act  for  approval  of 
the  plan.  The  Federal  grant  for  such  a  State,  however,  will  be  based 
only  upon  expenditures  which  would  be  included  as  expenditures  for 
purposes  of  section  1003  (a)  under  a  State  plan  approved  without 
regard  to  the  provisions  of  this  section. 

Except  for  postponing  the  date  as  of  which  this  amendment  will 
first  become  effective  (because  of  the  passage  of  time)  and  deletion  of 
the  clause  making  this  section  inapplicable  to  Puerto  Rico  and  the 
Virgin  Islands  (no  longer  necessary  because  these  areas  are  not  eligible 
for  participation  in  the  public  assistance  titles  of  the  Social  Security 
Act  as  amended  by  your  committee),  the  bill  as  reported  is  the  same 
on  this  matter  as  the  bill  passed  by  the  House. 

MATERIAL  AND  CHILD  WELFARE 

Parts  1,  2,  and  3  of  title  V  of  the  Social  Security  Act  now  authorize 
appropriations  for,  respectively,  a  program  of  grants  to  the  States  for 
maternal  and  child  health  'services,  a  program  of  grants  to  the  States 
for  services  for  crippled  children,  and  a  Federal-State  cooperative 
program  for  establishing,  extending,  and  strengthening  child-welfare 
services,  especially  in  rural  areas. 

Section  331  of  the  bill  would  increase  the  amounts  of  these  authoriza¬ 
tions,  as  well  as  the  allotments  therefrom  to  each  State,  and  would 
make  several  other  amendments  in  the  child-welfare  services  provi¬ 
sions. 

Maternal  and  child  health  services 

The  amount  authorized  to  be  appropriated  by  section  501  of  the 
Social  Security  Act  for  maternal  and  child  health  services  is  now 
$11,000,000  annually.  One-half  of  this  amount  is  to  be  distributed 
among  the  States  as  follows:  $35,000  to  each  State,  and  the  remainder 
of  the  one-half  on  the  basis  of  the  relative  number  of  live  births  in 
the  State.  The  second  one-half  is  to  be  distributed  among  the  States 
on  the  basis  of  the  financial  need  of  each  State  after  consideration  of 
the  number  of  live  births  in  the  State. 

Subsections  (a)  and  (b)  of  section  331  of  the  bill  would  change  the 
$11,000,000  authorization  of  appropriation  to  $20,000,000  and  would 
raise  the  $35,000  minimum  allotment  for  each  State  to  $60,000.  In 
other  respects  the  existing  provisions  of  law  would  remain  the  same. 

The  bill  as  passed  by  the  House  proposed  no  amendment  to  these 
provisions  of  the  Social  Security  Act. 

Services  for  crippled  children 

The  amount  authorized  to  be  appropriated  by  section  511  of  the 
Social  Security  Act  for  services  for  crippled  children  is  now  $7,500,000 
annually.  One-half  of  this  amount  is  to  be  distributed  among  the 
States  as  follows:  $30,000  to  each  State,  and  the  remainder  of  the 
one-half  on  the  basis  of  need  after  consideration  of  the  number  of 
crippled  children  in  the  State  needing  the  services  and  the  cost  of  such 
services.  The  second  one-half  is  to  be  distributed  among  the  States 
on  the  basis  of  the  financial  need  of  each  State  after  consideration  of 
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the  number  ot  crippled  children  in  the  State  needing  the  services  and 
the  cost  of  such  services. 

Subsections  (c)  and  (d)  of  section  331  of  the  bill  would  change  the 
$7,500,000  authorization  of  appropriation  to  $15,000,000  and  would 
raise  the  $30,000  minimum  allotment  for  each  State  to  $60,000.  In 
other  respects  the  existing  provisions  of  law  would  remain  the  same. 

The  bill  as  passed  by  the  House  proposed  no  amendment  to  these 
provisions  of  the  Social  Security  Act. 

Child-welfare  services 

Section  521  of  the  Social  Security  Act  now  authorizes  appropriations 
for  a  cooperative  program  between  the  Federal  Security  Adminis¬ 
trator  and  State  public-welfare  agencies  in  establishing,  extending, 
and  strengthening,  especially  in  rural  areas,  child-welfare  services. 
The  amount  authorized  to  be  appropriated  for  each  year  for  this 
purpose  is  now  $3,500,000.  rSection  331  (e)  of  the  bill  would  increase 
this  authorization  to  $12,000,000.  This  section  of  the  Social  Security 
Act  now  provides  for  the  allotment  of  $20,000  to  each  State  for  child- 
welfare  services  with  the  remainder  of  the  sum  allotted  on  the  basis 
of  the  relative  rural  population  of  each  State.  Section  331  (e)  of 
the  bill  would  increase  the  $20,000  to  $40,000  and  would  provide  for 
allotment  of  the  remainder  on  the  basis  of  the  relative  rural  popula¬ 
tion  under  age  18. 

The  present  section  521  of  the  act  states  the  purposes  for  which 
the  amounts  allotted  to  the  States  may  be  used.  To  these  purposes 
would  be  added  the  payment  of  the  cost  of  returning  any  run-away 
child  under  age  16  to  his  own  community  in  another  State  where  such 
return  is  in  the  interest  of  the  child  and  the  cost  cannot  otherwise  be 
met.  Also  added  would  be  a  proviso  to  the  effect  that  in  developing 
the  various  services  under  the  State  plans  the  States  would  be  free, 
but  not  compelled,  to  utilize  the  facilities  and  experience  of  volun¬ 
tary  agencies  for  the  care  of  children  in  accordance  with  State  and 
community  programs  and  arrangements. 

In  addition  to  this  proviso  (which  did  not  appear  in  the  House- 
approved  bill),  the  bill  as  reported  differs  from  the  bill  as  passed  by 
the  House  in  two  respects.  First,  the  House  bill  would  have  increased 
the  amount  authorized  to  be  appropriated  only  to  $7,000,000  as  com¬ 
pared  with  the  increase  to  $12,000,000  proposed  by  your  committee. 
In  addition,  the  bill  as  reported  provides  for  determining  the  amount 
of  each  State’s  allotment  in  excess  of  the  $40,000  minimum  on  the 
basis  of  the  relative  rural  population  in  the  State  under  age  18  instead 
of  on  the  basis  of  the  rural  population  regardless  of  age  as  under 
existing  law  (which  the  House-approved  bill  would  not  have  changed). 

Effective  dates 

The  amendments  to  parts  1,2,  and  3  of  title  V  of  the  Social  Security 
Act  made  by  the  bill  would  be  effective  for  fiscal  years  beginning  after 
June  30,  1951.  The  amendment  to  the  provisions  on  child-welfare 
services  made  by  the  House  would  have  been  effective  1  year  earlier. 

MISCELLANEOUS  AMENDMENTS 

Section  351  of  the  bill  amends  other  provisions  of  titles  I,  IV,  V, 
and  X  of  the  Social  Security  Act  so  as  to  do  what  has  already  .been 
accomplished  in  effect  by  Reorganization  Plan  No.  2  of  1946.  It 
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would  substitute  the  Federal  Security  Administrator  in  these  titles 
of  the  Social  Security  Act  for  the  Social  Security  Board,  the  Children’s 
Bureau,  and  the  Secretary  of  Labor. 

Except  for  the  addition  of  three  more  provisions  to  be  amended  in 
this  respect — necessitated  by  the  deletion  of  the  revision  of  these 
provisions  proposed  in  the  bill  as  passed  by  the  House- — the  bill  as 
reported  is  the  same  on  this  matter  as  the  House  bill. 

OTHER  DELETIONS  FROM  HOUSE  BILL 

The  bill  as  reported  out  does  not  contain  several  other  proposed 
amendments  in  the  bill  as  passed  by  the  House. 

Inclusion  of  relative  in  aid  to  dependent  children 

In  the  bill  as  passed  by  the  House,  section  406  of  the  Social  Security 
Act  would  have  been  amended  so  as  to  include  (effective  October  1, 
1949)  payments  and  medical  care  to  meet  the  needs  of  the  relative 
with  whom  any  dependent  child  is  living  for  any  month  for  which 
unrestricted  cash  payments  were  made  under  the  State  plan  with 
respect  to  a  child  in  such  relative’s  care.  The  maximum  individual 
expenditure  for  a  relative  for  any  month  in  which  the  United  States 
would  share  would  have  been  the  same  as  that  for  the  first  child  in  the 
family  ($27,  as  under  existing  law).  This  amendment  has  been 
deleted  by  your  committee. 

Residence  requirement 

The  bill  as  passed  by  the  House  would  have  amended  section  1002 
(b)  (1)  of  the  Social  Security  Act  which  relates  to  residence  require¬ 
ments  of  State  plans  for  aid  to  the  blind.  Under  existing  law  the 
Federal  Security  Administrator  is  prohibited  from  approving  any  such 
plan  which  imposes,  as  a  condition  of  eligibility  for  the  aid  furnished 
under  it,  any  residence  requirement  excluding  any  resident  of  the 
State  who  has  resided  therein  for  5  of  the  9  years  immediately  preceding 
his  application  and  has  resided  therein  continuously  for  1  year  immedi¬ 
ately  preceding  his  application.  The  House  bill  would  have  changed 
this  by  prohibiting  approval  of  anj^  plan  which  excludes  any  resident 
meeting  the  1-vear  continuous  residence  test  except  that,  until  July 
1,  1951,  it  could  impose  a  residence  requirement  not  in  excess  of  that 
contained  on  July  1,  1949,  in  the  State  plan  approved  under  title  X 
of  the  Social  Security  Act  on  or  prior  to  such  date.  The  bill  as  re¬ 
ported  leaves  present  law  unchanged  on  this  matter. 

Receipt  of  assistance  under  more  than  one  plan 

Under  existing  law  it  is  not  possible,  because  of  age  requirements, 
for  an  individual  to  be  eligible  for  aid  under  both  a  State  plan  for  old- 
age  assistance  and  a  State  plan  for  aid  to  dependent  children.  How¬ 
ever,  the  House  bill,  by  the  addition  of  the  needy  relative  in  the  latter, 
would  have  made  such  double  receipt  possible.  So  the  House  bill  also 
added  a  provision  preventing  duplication  of  expenditures,  under  the 
three  public  assistance  plans,  to  which  the  United  States  will  con¬ 
tribute.  The  bill  as  reported  does  not  authorize  a  Federal  contribu¬ 
tion  toward  expenditures  on  behalf  of  the  relative  with  whom  a 
dependent  child  is  living  and  hence  this  amendment  proposed  by  the 
House  has  been  eliminated. 
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Aid  to  the  'permanently  and  totally  disabled 

In  the  bill  as  passed  by  the  House,  a  new  title  XIV  would  have  been 
added  to  the  Social  Security  Act  authorizing  Federal  contributions 
toward  expenditures  under  approved  plans  for  the  permanently  and 
totally  disabled.  The  requirements  and  other  provisions  of  this  title 
would  have  been  patterned  after  the  aid  to  the  blind  provisions  in 
title  X  of  the  Social  Security  Act.  This  new  title  has  been  deleted 
in  the  bill  as  reported. 

Training  program  for  personnel 

Clause  (5)  of  sections  2  (a),  402  (a),  and  1002  (a)  of  the  Social 
Security  Act  now  requires  the  State  plan  to  provide  such  methods  of 
administration  as  are  necessary  for  the  proper  and  efficient  adminis¬ 
tration  of  the  plan.  Among  the  amendments  made  to  this  clause  in 
the  1939  revision  of  the  Social  Security  Act  was  a  specific  inclusion  of 
methods  relating  to  the  establishment  and  maintenance  of  personnel 
standards  on  a  merit  basis.  The  bill  as  passed  by  the  House  would 
have  amended  clause  (5)  so  as  to  include  specifically,  as  a  method  of 
administration,  a  training  program  for  the  personnel  necessary  for 
administration  of  the  plan.  Your  committee  deleted  this  amendment. 

Title  IV. — Miscellaneous  Provisions 

COMMISSIONER  FOR  SOCIAL  SECURITY 

Section  401  of  the  bill  repeals  the  present  section  701  of  the  Social 
Security  Act  and  section  908  of  the  Social  Security  Act  amendments 
of  1939  (already  repealed  in  effect  by  Reorganization  Plan  No.  2  of 
1946)  and  substitutes  a  new  section  701  of  the  Social  Security  Act 
establishing  in  the  Federal  Security  Agency  an  office  of  Commissioner 
for  Social  Security.  The  Commissioner  is  to  be  appointed  by  the 
Federal  Security  Administrator  and  is  to  perform  such  functions  relat¬ 
ing  to  social  security  as  the  Administrator  shall  assign  to  him. 

In  this  respect  the  bill  as  reported  and  the  bill  as  passed  by  the 
House  are  identical. 

REPORTS  TO  CONGRESS 

Section  402  of  the  bill  repeals  section  541  (c)  and  section  704  of  the 
Social  Security  Act  and  substitutes  therefor  a  new  section  704.  The 
new  section  would  require  the  Administrator  to  make  an  annual 
report  to  the  Congress  at  the  beginning  of  each  session  on  the  admin¬ 
istration  of  his  functions  under  the  Social  Security  Act.  It  would 
also  authorize  an  additional  5,000  copies  of  the  report  to  be  printed  for 
distribution  to  Members  of  Congress  and  to  State  and  other  public 
or  private  agencies  or  organizations  interested  in  social  security. 

The  same  provision  was  contained  in  the  bill  as  passed  by  the  House. 

AMENDMENTS  TO  TITLE  XI  OF  THE  SOCIAL  SECURITY  ACT 

Puerto  Rico  and  the  Virgin  Islands 

In  the  bill  as  passed  by  the  House,  the  definition  of  the  term  “State” 
contained  in  section  1101  (a)  (1)  of  the  Social  Security  Act  would  have 
been  amended  to  include  Puerto  Rico  and  the  Virgin  Islands  for  pur¬ 
poses  of  the  public  assistance  titles  (they  are  already  included  for 
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purposes  of  title  V,  relating  to  maternal  and  child  welfare).  Since  the 
bill  as  reported  does  not  extend  the  public  assistance  titles  to  these  two 
areas,  the  amendment  to  the  definition  of  “State”  has  been  deleted. 

Definition  of  “ Administrator ” 

Section  403  (a)  (1)  of  the  bill  would  substitute  for  the  present  sec¬ 
tion  1101  (a)  (6)  of  the  Social  Security  Act  a  definition  of  the  term 
“Administrator.”  As  defined  this  term  would  mean  the  Federal 
Security  Administrator  unless  the  context  otherwise  required.  Inso¬ 
far  as  this  substitution  repeals  the  definition  of  employee  now  con¬ 
tained  in  section  1101  (a)  (6)  of  the  Social  Security  Act,  it  is  to  be 
effective  only  with  respect  to  services  performed  after  1950. 

Except  for  the  change  in  effective  date,  no  change  has  been  made 
in  the  bill  as  passed  by  the  House. 

Osteopaths 

Section  403  (b)  of  the  bill  as  reported  amends  section  1101  of  the 
Social  Security  Act  by  the  addition  of  a  definition  of  the  terms  “phy¬ 
sician,”  “medical  care,”  and  “hospitalization.”  These  terms  are 
defined  to  include  osteopathic  practitioners  and  the  services  of  osteop¬ 
athic  practitioners  and  hospitals  within  the  scope  of  their  practice  as 
defined  by  State  law.  The  effect  of  this  definition  is  to  leave  the 
States  free  to  utilize  the  services  of  the  osteopathic  profession  and  its 
institutions  in  like  manner  as  they  may  use  the  services  of  doctors  of 
medicine  and  medical  hospitals  without  fear  of  being  denied  approval 
of  their  State  plans  for  services  under  the  various  titles  of  the  Social 
Security  Act. 

Change  in  references 

Section  403  ic)  of  the  bill  substitutes  “Federal  Security  Adminis¬ 
trator”  for  “Social  Security  Board”  in  section  1102  of  the  Social 
Security  Act. 

Section  403  (e)  of  the  bill  substitutes  references  to  subchapter  E  of 
chapter  1  and  subchapters  A,  C,  and  E  of  chapter  9  of  the  Internal 
Revenue  Code  for  the  present  references,  in  section  1107  (a)  of  the 
Social  Security  Act,  to  the  Federal  Insurance  Contributions  Act  and 
the  Federal  Unemployment  Tax  Act. 

Section  403  (f)  of  the  bill  would  substitute  the  Federal  Security 
Administrator  for  the  Social  Security  Board  in  section  1107  (b)  of  the 
Social  Security  Act.  This  section  of  the  act  imposes  a  penalty  on 
anyone  who,  with  intent  to  obtain  information  as  to  the  birth,  employ¬ 
ment,  wages,  or  benefits  of  an  individual,  represents  himself  to  be  such 
individual  or  his  wife,  parent,  or  child.  To  this  list  of  relatives  would 
be  added  the  “former  wife  divorced,”  “husband,”  “widow,”  and 
“widower”  of  the  individual. 

These  changes  are  in  substance  the  same  as  those  proposed  in  the 
bill  as  passed  by  the  House. 

Disclosure  of  information 

Section  1106  of  the  Social  Security  Act  now  prohibits  the  disclosure 
of  information  acquired  by  the  Federal  Security  Agency  in  the  admin¬ 
istration  of  the  old-age  and  survivors  insurance  program  except  in 
accordance  with  regulations  of  the  Federal  Security  Administrator. 
Except  for  changes  in  references  similar  to  those  described  above,  the 
bill  as  passed  by  the  House  would  have  made  no  substantive  change 
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in  these  provisions.  The  bill  as  reported  (sec.  403  (d))  would  prohibit 
release  of  this  information  except  as  provided  in  section  205  (c)  (relat¬ 
ing  to  the  furnishing  of  wage  record  information  to  the  wage  earner  or 
his  surviving  spouse,  child,  parent,  or  agent  designated  in  writing)  and 
except  as  provided  in  the  new  section  1108  (described  below) — -and 
then  only  in  accordance  with  the  Administrator’s  regulations. 

The  new  section  1108  (added  by  sec.  403  (g)  of  the  bill)  relates  to  the 
furnishing  of  both  wage-record  information  and  other  information 
connected  with  the  social-security  programs. 

Paragraph  (1)  of  subsection  (a)  of  the  new  section  authorizes  the 
Federal  Security  Administrator,  upon  request,  to  furnish  wage-record 
information  (including  account  numbers)  to  State  unemployment 
compensation  agencies  for  use  by  such  agencies  in  the  administration 
of  the  State  unemployment  compensation  or  temporary  disability 
insurance  law.  This  information  is  to  be  furnished  only  to  the  extent 
consistent  with  the  efficient  administration  of  the  Social  Security  Act. 

Paragraph  (2)  of  subsection  (a)  of  the  new  section  1108  authorizes 
the  Administrator,  upon  request,  to  conduct  special  studies  and  com¬ 
pile  statistical  data  with  respect  to  any  matters  related  to  the  programs 
authorized  by  the  Social  Security  Act  and  to  furnish  the  resulting 
information  to  any  agency,  person,  or  organization.  The  furnishing 
of  this  information  is  also  to  be  made  only  to  the  extent  consistent 
with  the  efficient  administration  of  the  Social  Security  Act  and  subject 
to  conditions  and  limitations  deemed  necessary  by  the  Administrator. 

Subsection  (b)  of  the  new  section  1108  provides  that  the  informa¬ 
tion  authorized  by  subsection  (a)  is  to  be  furnished  only  upon  agree¬ 
ment  by  the  agency,  person,  or  organization  requesting  it  to  pay  for 
the  information  in  such  amount  as  may  be  determined  by  the  Adminis¬ 
trator.  This  amount  is  not  to  exceed  the  cost  of  furnishing  the  infor¬ 
mation  and,  particularly  in  cases  of  nominal  cost,  the  Administrator 
would  be  authorized  to  furnish  the  information  without  cost.  This 
subsection  also  indicates  the  procedure  to  be  followed  in  making  these 
payments  and  provides  that  such  payments  are  to  be  deposited  in  the 
Treasury  as  a  special  deposit  to  be  used  to  reimburse  the  appropria¬ 
tions  for  the  unit  or  units  which  performed  the  work  or  furnished  the 
information. 

Subsection  (c)  of  the  new  section  1108  of  the  Social  Security  Act 
prohibits  the  furnishing  of  information  under  this  section  when  it 
would  violate  the  provisions  in  section  1106  of  the  act  or  regulations 
prescribed  under  such  section  1106. 

The  provisions  on  this  subject  as  contained  in  the  bill  as  passed  by 
the  House  differed  substantively  in  several  respects  from  the  bill  as 
reported.  The  House  bill  would  not  have  imposed  any  restrictions  on 
the  Administrator’s  authority  to  release  information  (in  accordance 
with  his  regulations)  as  does  the  bill  as  reported.  In  addition,  the 
new  section  1108  of  the  Social  Security  Act  in  the  bill  as  passed  by 
the  House  would  have  authorized  the  furnishing  of  special  reports  on 
the  wage  and  employment  records  of  individuals.  This  has  been 
eliminated.  Furthermore,  the  new  section  1108  in  the  bill  as  passed 
by  the  House  contained  a  special  provision  relating  to  payment  of 
the  cost  of  furnishing  wage  record  information  to  the  State  unemploy¬ 
ment  compensation  agencies.  It  would  have  authorized  deductions 
to  cover  such  cost  to  be  made  from  amounts  certified  by  the  Federal 
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Security  Administrator  under  section  302  (a)  of  the  Social  Security 
Act  for  payment  to  the  State  for  the  administration  of  its  unemploy¬ 
ment  compensatiion  law.  Since  the  administration  of  title  III  of  the 
Social  Security  Act  has  been  transferred  to  the  Department  of  Labor, 
thisjpro vision  was  eliminated. 

ADVANCES  TO  STATE  UNEMPLOYMENT  ACCOUNTS 

Title  XII  of  the  Social  Security  Act,  allowing  advances  to  the 
accounts  of  States  in  the  unemployment  trust  fund  when  their  accounts 
go  below  a  certain  minimum,  expired  on  January  1,  1950.  Section  404 
of  the  bill  as  reported  continues  the  operation  of  this  title  until 
December  31,  1951.  This  amendment  will  be  effective  as  of  January  1, 
1950. 
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CHANGES  IN  EXISTING  LAW 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as  re¬ 
ported,  are  shown  as  follows  (existing  law  shown  in  the  left  column, 
changes  in  existing  law  shown  in  the  right  column): 


SOCIAL  SECURITY  ACT 

AN  A  CT  To  provide  for  the  general  welfare  by  estab¬ 
lishing  a  system  of  Federal  old-age  benefits,  and  by 
enabling  the  several  States  to  make  more  adequate 
provision  for  aged  persons,  blind  persons,  depend¬ 
ent  and  crippled  children,  maternal  and  child 
welfare,  public  health,  and  the  administration  of 
their  unemployment  compensation  laws;  to  estab¬ 
lish  a  Social  Security  Board;  to  raise  revenue;  and 
for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

TITLE  I— GRANTS  TO  STATES 
FOR  OLD-AGE  ASSISTANCE 

APPROPRIATION 

Section  1.  For  the  purpose  of  enabl¬ 
ing  each  State  to  furnish  financial  assist¬ 
ance,  as  far  as  practicable  under  the 
conditions  in  such  State,  to  aged  needy 
individuals,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year 
ending  June  30,  1936,  the  sum  of 
$49,750,000,  and  there  is  hereby  author¬ 
ized  to  be  appropriated  for  each  fiscal 
year  thereafter  a  sum  sufficient  to  carry 
out  the  purposes  of  this  title.  The  sums 
made  available  under  this  section  shall 
be  used  for  making  payments  to  States 
which  have  submitted,  and  had  ap¬ 
proved  by  the  Social  Security  Board 
established  by  Title  VII  (hereinafter 
referred  to  as  the  “Board”),  State  plans 
for  old-age  assistance. 

STATE  OLD-AGE  ASSISTANCE  PLANS 

Sec.  2.  (a)  A  State  plan  for  old-age 
assistance  must  (1)  provide  that  it  shall 
be  in  effect  in  all  political  subdivisions  of 
the  State,  and,  if  administered  by  them, 
be  mandatory  upon  them;  (2)  provide 
for  financial  participation  by  the  State; 
(3)  either  provide  for  the  establishment 
or  designation  of  a  single  State  agency 
to  administer  the  plan,  or  provide  for 
the  establishment  or  designation  of  a 
single  State  agency  to  supervise  the  ad¬ 
ministration  of  the  plan;  (4)  provide  for 
granting  to  any  individual,  whose  claim 
for  old-age  assistance  is  denied,  an  op¬ 
portunity  for  a  fair  hearing  before  such 
State  agency;  (5)  provide  such  methods 
of  administration  (including  after  Janu- 


SOCIAL  SECURITY  ACT,  AS 
AMENDED  BY  H.  R.  6000,  AS  RE¬ 
PORTED 

AN  ACT  To  provide  for  the  general  welfare  by  estab¬ 
lishing  a  system  of  Federal  old-age  benefits, "and  by 
enabling  the  several  States  to  make  more  adequate 
provision  for  aged  persons,  blind  persons,  depend¬ 
ent  and  crippled  children,  maternal  and  child 
welfare,  public  health,  and  the  administration  of 
their  unemployment  compensation  laws:  to  estab¬ 
lish  a  Social  Security  Board;  to  raise  revenue;  and 
for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

TITLE  I— GRANTS  TO  STATES 
FOR  OLD-AGE  ASSISTANCE 

APPROPRIATION 

Section  1.  For  the  purpose  of  enabl¬ 
ing  each  State  to  furnish  financial  assist¬ 
ance,  as  far  as  practicable  under  the 
conditions  in  such  State,  to  aged  needy 
individuals,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year 
ending  June  30,  1936,  the  sum  of 
$49,750,000,  and  there  is  hereby  author¬ 
ized  to  be  appropriated  for  each  fiscal 
year  thereafter  a  sum  sufficient  to  carry 
out  the  purposes  of  this  title.  The  sums 
made  available  under  this  section  shall 
be  used  for  making  payments  to  States 
which  have  submitted,  and  had  ap¬ 
proved  by  the  Federal  Security  Adminis¬ 
trator  (hereinafter  referred  to  as  the 
“Administrator”),  State  plans  for  old- 
age  assistance. 

STATE  OLD-AGE  ASSISTANCE  PLANS 

Sec.  2.  (a)  A  State  plan  for  old-age 
assistance  must  (1)  provide  that  it  shall 
be  in  effect  in  all  political  subdivisions  of 
the  State,  and  if  administered  by  them, 
be  mandatory  upon  them;  (2)  provide 
for  financial  participation  by  the  State; 
(3)  either  provide  for  the  establishment 
or  designation  of  a  single  State  agency 
to  administer  the  plan,  or  provide  for 
the  establishment  or  designation  of  a 
single  State  agency  to  supervise  the  ad¬ 
ministration  of  the  plan;  (4)  provide  for 
granting  an  opportunity  for  a  fair  hear¬ 
ing  before  the  State  agency  to  any  in¬ 
dividual  whose  claim  for  old-age  assist¬ 
ance  is  denied  or  is  not  acted  upon  with 
reasonable  promptness;  (5)  provide  such 
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ary  1,  1940,  methods  relating  to  the 
establishment  and  maintenance  of  per¬ 
sonnel  standards  on  a  merit  basis,  except 
that  the  Board  shall  exercise  no  author¬ 
ity  with  respect  to  the  selection,  tenure 
of  office,  and  compensation  of  any  in¬ 
dividual  employed  in  accordance  with 
such  methods)  as  are  found  by  the  Board 
to  be  necessary  for  the  proper  and  effi¬ 
cient  operation  of  the  plan;  (6)  provide 
that  the  State  agency  will  make  such  re¬ 
ports,  in  such  form  and  containing  such 
information,  as  the  Board  may  from 
time  to  time  require,  and  comply  with 
such  provisions  as  the  Board  may  from 
time  to  time  find  necessary  to  assure  the 
correctness  and  verification  of  such  re¬ 
ports;  (7)  effective  July  1,  1941,  provide 
that  the  State  agency  shall,  in  determin¬ 
ing  need,  take  into  consideration  any 
other  income  and  resources  of  an  individ¬ 
ual  claiming  old-age  assistance;  and  (8) 
effective  July  1,  1941,  provide  safeguards 
which  restrict  the  use  or  disclosure  of 
information  concerning  applicants  and 
recipients  to  purposes  directly  connected 
with  the  administration  of  old-age  as¬ 
sistance. 


(b)  The  Board  shall  approve  any  plan 
which  fulfills  the  conditions  specified  in 
subsection  (a),  except  that  it  shall  not 
approve  any  plan  which  imposes,  as  a 
condition  of  eligibility  for  old-age 
assistance  under  the  plan — 

(1)  An  age  requirement  of  more  than 
sixty-five  years,  except  that  the  plan 
may  impose,  effective  until  January  1, 
1940,  an  age  requirement  of  as  much  as 
seventy  years;  or 

(2)  Any  residence  requirement  which 
excludes  any  resident  of  the  State  who 
has  resided  therein  five  years  during  the 
nine  years  immediately  preceding  the 
application  for  old-age  assistance  and 
has  resided  therein  continuously  for  one 
year  immediately  preceding  the  appli¬ 
cation;  or 

(3)  Any  citizenship  requirement 
which  excludes  any  citizen  of  the  United 
States. 
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methods  of  administration  (including 
after  January  1,  1940,  methods  relating 
to  the  establishment  and  maintenance  of 
personnel  standards  on  a  merit  basis, 
except  that  the  Administrator  shall 
exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  com¬ 
pensation  of  any  individual  employed 
in  accordance  with  such  methods)  as 
are  found  by  the  Administrator  to  be 
necessary  for  the  proper  and  efficient 
operation  of  the  plan;  (6)  provide  that 
the  State  agency  will  make  such  reports, 
in  such  form  and  containing  such  infor¬ 
mation,  as  the  Administrator  may  from 
time  to  time  require,  and  comply  with 
such  provisions  as  the  Administrator 
may  from  time  to  time  find  necessary  to 
assure  the  correctness  and  verification  of 
such  reports;  (7)  effective  July  1,  1941, 
provide  that  the  State  agency  shall,  in 
determining  need,  take  into  considera¬ 
tion  any  other  income  and  resources  of 
an  individual  claiming  old-age  assist¬ 
ance;  (8)  effective  July  1,  1941,  provide 
safeguards  which  restrict  the  use  or  dis¬ 
closure  of  information  concerning  ap¬ 
plicants  and  recipients  to  purposes  di¬ 
rectly  connected  with  the  administra¬ 
tion  of  old-age  assistance;  (9)  provide 
that  all  individuals  wishing  to  make  ap¬ 
plication  for  old-age  assistance  shall 
have  opportunity  to  do  so,  and  that 
old-age  assistance  shall  be  furnished 
with  reasonable  promptness  to  all 
eligible  individuals;  and  (10)  effective 
July  1,  1953,  provide,  if  the  plan  in¬ 
cludes  payments  to  individuals  in  pri¬ 
vate  or  public  institutions,  for  the  estab¬ 
lishment  or  designation  of  a  State  au¬ 
thority  or  authorities  which  shall  be 
responsible  for  establishing  and  main¬ 
taining  standards  for  such  institutions. 

(b)  The  Administrator  shall  approve 
any  plan  which  fulfills  the  conditions 
specified  in  subsection  (a),  except  that 
he  shall  not  approve  any  plan  which 
imposes,  as  a  condition  of  eligibility  for 
old-age  assistance  under  the  plan — 

(1)  An  age  requirement  of  more  than 
sixty-five  years,  except  that  the  plan 
may  impose,  effective  until  January  1, 
1940,  an  age  requirement  of  as  much  as 
seventy  years;  or 

(2)  Any  residence  requirement  which 
excludes  any  resident  of  the  State  who 
has  resided  therein  five  years  during  the 
nine  years  immediately  preceding  the 
application  for  old-age  assistance  and 
has  resided  therein  continuously  for 
one  year  immediately  preceding  the 
application;  or 

(3)  Any  citizenship  requirement 
which  excludes  any  citizen  of  the  United 
States. 
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PAYMENT  TO  STATES 

Sec.  3.  (a)  From  the  sums  appro¬ 
priated  therefor,  the  Secretary  of  the 
Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  old-age  assist¬ 
ance,  for  each  quarter,  beginning  with 
the  quarter  commencing  October  1, 
1948,'  (1)  an  amount,  which  shall  be 
used  exclusively  as  old-age  assistance, 
equal  to  the  sum  of  the  following  pro¬ 
portions  of  the  total  amounts  expended 
during  such  quarter  as  old-age  assistance 
under  the  State  plan  with  respect  to 
each  needy  individual  wrho  at  the  time 
of  such  expenditure  is  sixty-five  years  of 
age  or  older  and  is  not  an  inmate  of  a 
public  institution,  not  counting  so  much 
of  such  expenditure  with  respect  to 
any  such  individual  for  any  month  as 
exceeds  $50 — 

(A)  three-fourths  of  such  expendi¬ 
tures,  not  counting  so  much  of  any 
expenditure  with  respect  to  any  month 
as  exceeds  the  product  of  $20  multiplied 
by  the  total  number  of  such  individuals 
who  received  old-age  assistance  for  such 
month,  plus 

(B)  one-half  of  the  amount  by  which 
such  expenditures  exceed  the  maximum 
which  may  be  counted  under  clause  (A) ; 
and  (2)  an  amount  equal  to  one-half  of 
the  total  of  the  sums  expended  during 
such  quarter  as  found  necessary  by  the 
Administrator  for  the  proper  and  effi¬ 
cient  administration  of  the  State  plan, 
which  amount  shall  be  used  for  paying 
the  costs  of  administering  the  State  plan 
or  for  old-age  assistance,  or  both,  and 
for  no  other  purpose. 


(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Board  shall,  prior  to  the  be¬ 
ginning  of  each  quarter,  estimate  the 
amount  to  be  paid  to  the  State  for  such 
quarter  under  the  provisions  of  clause 
(1)  of  subsection  (a),  such  estimate  to  be 
based  on  (A)  a  report  filed  by  the  State 
containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  ac¬ 
cordance  with  the  provisions  of  such 


CHANGES  IN  EXISTING  LAW 
PAYMENT  TO  STATES 

Sec.  3.  (a)  From  the  sums  appro¬ 
priated  therefor,  the  Secretary  of  the 
Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  old-age  assist¬ 
ance,  for  each  quarter,  beginning  with 
the  quarter  commencing  October  1, 
1950,  (1)  an  amount,  which  shall  be 
used  exclusively  as  old-age  assistance, 
equal  to  the  sum  of  the  following  pro¬ 
portions  of  the  total  amounts  expended 
during  such  quarter  as  old-age  assistance 
under  the  State  plan,  not  counting  so 
much  of  such  expenditure  with  respect 
to  any  individual  for  any  month  as 
exceeds  $50 — 


(A)  three-fourths  of  such  expendi¬ 
tures,  not  counting  so  much  of  any 
expenditure  with  respect  to  any  month 
as  exceeds  the  product  of  $20  multiplied 
by  the  total  number  of  such  individuals 
(other  than  those  included  in  clause 

(C))  who  received  old-age  assistance  for 
such  month;  plus 

(B)  one-half  of  the  amount  by  which 
such  expenditures  (other  than  expendi¬ 
tures  with  respect  to  individuals  in¬ 
cluded  in  clause  (C))  exceed  the  maxi¬ 
mum  which  may  be  counted  under 
clause  (A) ;  plus 

(C)  one-half  of  such  expenditures 
with  respect  to  individuals  who  become 
entitled  to  old-age  insurance  benefits 
under  section  202  (a)  after  the  first 
month  following  the  month  in  which 
the  Social  Security  Act  Amendments  of 
1950  were  enacted  and  who  were  not 
entitled  to  primary  insurance  benefits 
under  such  section  as  in  effect  prior  to 
the  enactment  of  such  amendments; 
and  (2)  an  amount  equal  to  one-half 
of  the  total  of  the  sums  expended  during 
such  quarter  as  found  necessary  by 
the  Administrator  for  the  proper  and 
efficient  administration  of  the  State 
plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the 
State  plan  or  for  old-age  assistance,  or 
both,  and  for  no  other  purpose. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Administrator  shall,  prior  to 
the  beginning  of  each  quarter,  estimate 
the  amount  to  be  paid  to  the  State  for 
such  quarter  under  the  provisions  of 
subsection  (a),  such  estimate  to  be 
based  on  (A)  a  report  filed  by  the  State 
containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  ac¬ 
cordance  with  the  provisions  of  such 
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clause,  and  stating  the  amount  appro¬ 
priated  or  made  available  by  the  State 
and  its  political  subdivisions  for  such 
expenditures  in  such  quarter,  and  if  such 
amount  is  less  than  one-half  of  the  total 
sum  of  such  estimated  expenditures,  the 
source  or  sources  from  which  the  differ¬ 
ence  is  expected  to  be  derived,  (B)  rec¬ 
ords  showing  the  number  of  aged  indi¬ 
viduals  in  the  State,  and  (C)  such  other 
investigation  as  the  Board  may  find 
necessary. 

(2)  The  Board  shall  then  certify  to 
the  Secretary  of  the  Treasury  the 
amount  so  estimated  by  the  Board, 
(A)  reduced  or  increased,  as  the  case 
may  be,  by  any  sum  by  which  it  finds 
that  its  estimate  for  any  prior  quarter 
was  greater  or  less  than  the  amount 
which  should  have  been  paid  to  the 
State  under  clause  (1)  of  subsection  (a) 
for  such  quarter,  and  (B)  reduced  by 
a  sum  equivalent  to  the  pro  rata  share 
to  which  the  United  States  is  equitably 
entitled,  as  determined  by  the  Board, 
of  the  net  amount  recovered  during 
any  prior  quarter  by  the  State  or  any 
political  subdivision  thereof  with  respect 
to  old-age  assistance  furnished  under  the 
State  plan;- except  that  such  increases 
or  reductions  shall  not  be  made  to  the 
extent  that  such  sums  have  been  applied 
to  make  the  amount  certified  for  any 
prior  quarter  greater  or  less  than  the 
amount  estimated  by  the  Board  for  such 
prior  quarter:  Provided,  That  any  part 
of  the  amount  recovered  from  the  estate 
of  a  deceased  recipient  which  is  not  in 
excess  of  the  amount  expended  by  the 
State  or  any  political  subdivision  thereof 
for  the  funeral  expenses  of  the  deceased 
shall  not  be  considered  as  a  basis  for 
reduction  under  clause  (B)  of  this 
paragraph. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Division 
of  Disbursement  of  the  Treasury  De¬ 
partment  and  prior  to  audit  or  settle¬ 
ment  by  the  General  Accounting  Office, 
pay  to  the  State,  at  the  time  or  times 
fixed  by  the  Board,  the  amount  so 
certified,  increased  by  5  per  centum. 

OPERATION  OP  STATE  PLANS 

Sec.  4.  In  the  case  of  any  State  plan 
for  old-age  assistance  which  has  been 
approved  by  the  Board,  if  the  Board, 
after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency  ad¬ 
ministering  or  supervising  the  adminis¬ 
tration  of  such  plan,  finds — 

(1)  that  the  plan  has  been  so  changed 
as  to  ^impose  any  age,  residence,  or 
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subsection,  and  stating  the  amount 
appropriated  or  made  available  by  the 
State  and  its  political  subdivisions  for 
such  expenditures  in  such  quarter,  and 
if  such  amount  is  less  than  the  State’s 
proportionate  share  of  the  total  sum  of 
such  estimated  expenditures,  the  source 
or  sources  from  which  the  difference  is 
expected  to  be  derived,  (B)  records 
showing  the  number  of  aged  individuals 
in  the  State,  and  (C)  such  other  investi¬ 
gation  as  the  Administrator  may  find 
necessary. 

(2)  The  Administrator  shall  then 
certify  to  the  Secretary  of  the  Treasury 
the  amount  so  estimated  by  the  Admin¬ 
istrator,  (A)  reduced  or  increased,  as 
the  case  may  be,  by  any  sum  by  which 
he  finds  that  his  estimate  for  any  prior 
quarter  was  greater  or  less  than  the 
amount  which  should  have  been  paid 
to  the  State  under  subsection  (a)  for 
such  quarter,  and  (B)  reduced  bv  a 
sum  equivalent  to  the  pro  rata  share 
to  which  the  United  States  is  equitably 
entitled,  as  determined  by  the  Admin¬ 
istrator,  of  the  net  amount  recovered 
during  any  prior  quarter  by  the  State 
or  any  political  subdivision  thereof  with 
respect  to  old-age  assistance  furnished 
under  the  State  plan;  except  that  such 
increases  or  reductions  shall  not  be  made 
to  the  extent  that  such  sums  have  been 
applied  to  make  the  amount  certified 
for  any  prior  quarter  greater  or  less 
than  the  amount  estimated  by  the  Ad¬ 
ministrator  for  such  prior  quarter:  Pro¬ 
vided,  That  any  part  of  the  amount 
recovered  from  the  estate  of  a  deceased 
recipient  which  is  not  in  excess  of  the 
amount  expended  by  the  State  or  any 
political  subdivision  thereof  for  the 
funeral  expenses  of  the  deceased  shall 
not  be  considered  as  a  basis  for  reduc¬ 
tion  under  clause  (B)  of  this  paragraph. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department 
and  prior  to  audit  or  settlement  by 
the  General  Accounting  Office,  pay  to 
the  State,  at  the  time  or  times  fixed 
by  the  Administrator,  the  amount  so 
certified. 

OPERATION  OF  STATE  PLANS 

Sec.  4.  In  the  case  of  any  State  plan 
for  old-age  assistance  which  has  been 
approved  by  the  Administrator,  if  the 
Administrator,  after  reasonable  notice 
and  opportunity  for  hearing  to  the  State 
agency  administering  or  supervising  the 
administration  of  such  plan,  finds — 

(1)  that  the  plan  has  been  so  changed 
as  to  impose  any  age,  residence,  or 
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citizenship  requirement  prohibited  by 
section  2  (b),  or  that  in  the  administra¬ 
tion  of  the  plan  any  such  prohibited 
requirement  is  imposed,  with  the  knowl¬ 
edge  of  such  State  agency,  in  a  sub¬ 
stantial  number  of  cases;  or 

(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  sub¬ 
stantially  with  any  provision  required 
by  section  2  (a)  to  be  included  in  the 
plan; 

the  Board  shall  notify  such  State  agency 
that  further  payments  will  not  be  made 
to  the  State  until  the  Board  is  satisfied 
that  such  prohibited  requirement  is  no 
longer  so  imposed,  and  that  there  is  no 
longer  any  such  failure  to  comply. 
Until  it  is  so  satisfied  it  shall  make  no 
further  certification  to  the  Secretary  of 
the  Treasury  with  respect  to  such  State. 
*  *  *  *  * 
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citizenship  requirement  prohibited  by 
section  2  (b),  or  that  in  the  administra¬ 
tion  of  the  plan  any  such  prohibited 
requirement  is  imposed,  with  the  knowl¬ 
edge  of  such  State  agency,  in  a  sub¬ 
stantial  number  of  cases;  or 

(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  sub¬ 
stantially  with  any  provision  required 
by  section  2  (a)  to  be  included  in  the 
plan; 

the  Administrator  shall  notify  such 
State  agency  that  further  payments  will 
not  be  made  to  the  State  until  the  Ad¬ 
ministrator  is  satisfied  that  such  pro¬ 
hibited  requirement  is  no  longer  so 
imposed,  and  that  there  is  no  longer  any 
such  failure  to  comply.  Until  he  is  so 
satisfied  he  shall  make  no  further 
certification  to  the  Secretary  of  the 
Treasury  with  respect  to  such  State. 


DEFINITION 

Sec.  6.  When  used  in  this  title  the 
term  “old-age  assistance”  means  money 
payments  to  needy  aged  individuals. 


DEFINITION 

Sec.  6.  For  the  purposes  of  this  title, 
the  term  “old-age  assistance”  means 
money  payments  to,  or  medical  care  in 
behalf  of  or  any  type  of  remedial  care 
recognized  under  State  law  in  behalf  of, 
needy  individuals  who  are  sixty-five 
years  of  age  or  older,  but  does  not  in¬ 
clude  any  such  payments  to  or  care  in 
behalf  of  any  individual  who  is  an  in¬ 
mate  of  a  public  institution  (except  as 
a  patient  in  a  medical  institution)  or 
any  individual  (a)  who  is  a  patient  in 
an  institution  for  tuberculosis  or  mental 
diseases,  or  (b)  who  has  been  diagnosed 
as  having  tuberculosis  or  psychosis  and 
is  a  patient  in  a  medical  institution  as 
a  result  thereof. 


FEDERAL  OLD-AGE  AND  SURVIVORS  IN-  FEDERAL  OLD-AGE  AND  SURVIVORS  IN¬ 
SURANCE  TRUST  FUND  SURANCE  TRUST  FUND 


Sec.  201.  (a)  There  is  hereby  created 
on  the  books  of  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known 
as  the  “Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund”  (hereinafter 
in  this  title  called  the  “Trust  Fund”). 
The  Trust  Fund  shall  consist  of  the 
securities  held  by  the  Secretary  of  the 
Treasury  for  the  Old-Age  Reserve  Ac¬ 
count  and  the  amount  standing  to  the 
credit  of  the  Old-Age  Reserve  Account 
on  the  books  of  the  Treasury  on  Janu¬ 
ary  1,  1940,  which  securities  and  amount 
the  Secretary  of  the  Treasury  is  author¬ 
ized  and  directed  to  transfer  to  the 
Trust  Fund,  and,  in  addition,  such 
amounts  as  may  be  appropriated  to  the 
Trust  Fund  as  hereinafter  provided. 


Sec.  201.  (a)  There  is  hereby  created 
on  the  books  of  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known 
as  the  “Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund”  (hereinafter  in 
this  title  called  the  “Trust  Fund”). 
The  Trust  Fund  shall  consist  of  the 
securities  held  by  the  Secretary  of  the 
Treasury  for  the  Old-Age  Reserve  Ac¬ 
count  and  the  amount  standing  to  the 
credit  of  the  Old-Age  Reserve  Account 
on  the  books  of  the  Treasury  on  Janu- 
art  1,  1940,  which  securities  and  amount 
the  Secretary  of  the  Treasury  is  author¬ 
ized  and  directed  to  transfer  to  the 
Trust  Fund,  and,  in  addition,  such 
amounts  as  may  be  appropriated  to,  or 
deposited  in,  the  Trust  Fund  as  herein- 
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Trust  Fund  for  the  fiscal  year  ending 
June  30,  1941,  and  for  each  fiscal  year 
thereafter,  out  of  any  moneys  in  the 
Treasury  not  otherwise  appropriated, 
amounts  equivalent  to  100  per  centum 
of  the  taxes  (including  interest,  penal¬ 
ties,  and  additions  to  the  taxes)  re¬ 
ceived  under  the  Federal  Insurance 
Contributions  Act  and  covered  into  the 
Treasury.  There  is  also  authorized  to 
be  appropriated  to  the  Trust  Fund  such 
additional  sums  as  may  be  required  to 
finance  the  benefits  and  payments  pro¬ 
vided  under  this  title. 


propriated  to  the  Trust  Fund  for  the 
fiscal  year  ending  June  30,  1941,  and 
for  each  fiscal  year  thereafter,  out  of  any 
moneys  in  the  Treasury  not  otherwise 
appropriated,  amounts  equivalent  to 
100  per  centum  of — 

(1)  the  taxes  (including  interest, 
penalties,  and  additions  to  the  taxes) 
received  under  subchapter  A  of  chapter 
9  of  the  Internal  Revenue  Code  (and 
covered  into  the  Treasury)  which  are 
deposited  into  the  Treasury  by  collectors 
of  internal  revenue  before  January  1, 
1951;  and 

(2)  the  taxes  certified  each  month  by 
the  Commissioner  of  Internal  Revenue 
as  taxes  received  under  subchapter  A 
of  chapter  9  of  such  code  which  are  de¬ 
posited  into  the  Treasury  by  collectors 
of  internal  revenue  after  December  31, 
1950,  and  before  January  1,  1953,  with 
respect  to  assessments  of  such  taxes 
made  before  January  1,  1951;  and 

(3)  the  taxes  imposed  by  subchapter 
A  of  chapter  9  of  such  code  with  respect 
to  wages  (as  defined  in  section  1426  of 
such  code)  reported  to  the  Commis¬ 
sioner  of  Internal  Revenue  pursuant  to 
section  1420  (c)  of  such  code  after 
December  31,  1950,  as  determined  by 
the  Secretary  of  the  Treasury  by  apply¬ 
ing  the  applicable  rates  of  tax  under  such 
subchapter  to  such  wages,  which  wages 
shall  be  certified  by  the  Federal  Security 
Administrator  on  the  basis  of  the  records 
of  wages  established  and  maintained  by 
such  Administrator  in  accordance  with 
such  reports;  and 

(4)  the  taxes  imposed  by  subchapter 
E  of  chapter  1  of  such  code  with  respect 
to  self-employment  income  (as  defined 
in  section  481  of  such  code)  reported  to 
the  Commissioner  of  Internal  Revenue 
on  tax  returns  under  such  subchapter, 
as  determined  by  the  Secretary  of  the 
Treasury  by  applying  the  applicable 
rate  of  tax  under  such  subchapter  to 
such  self-employment  ■  income,  which 
self-employment  income' shall  be  certifi¬ 
ed  by  the  Federal  Security  Administrator 
on  the  basis  of  the  records  of  self- 
employment  income  established  and 
maintained  by  the  Administrator  in 
accordance  with  such  returns. 


The  amounts  appropriated  by  clauses 
(3)  and  (4)  shall  be  transferred  from 
time  to  time  from  the  general  fund  in  the 
Treasury  to  the  Trust  Fund  on  the  basis 
of  estimates  by  the  Secretary  of  the 
Treasury  of  the  taxes,  referred  to  in 
clauses  (3)  and  (4),  paid  to  or  deposited 
into  the  Treasury;  and  proper  adjust¬ 
ments  shall  be  made  in  amounts  sub¬ 
sequently  transferred  to  the  extent 
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(b)  There  is  hereby  created  a  body  to 
be  known  as  the  Board  of  Trustees  of 
the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  (hereinafter  in 
this  title  called  the  “Board  of  Trustees”) 
which  Board  of  Trustees  shall  be  com¬ 
posed  of  the  Secretary  of  the  Treasury, 
the  Secretary  of  Labor,  and  the  Chair¬ 
man  of  the  Social  Security  Board,  all 
ex  officio.  The  Secretary  of  the  Treasury 
shall  be  the  Managing  Trustee  of  the 
Board  of  Trustees  (hereinafter  in  this 
title  called  the  “Managing  Trustee”). 
It  shall  be  the  duty  of  the  Board  of 
Trustees  to — 


(1)  Hold  the  Trust  Fund; 

(2)  Report  to  the  Congress  on  the 
first  day  of  each  regular  session  of  the 
Congress  on  the  operation  and  status 
of  the  Trust  Fund  during  the  preceding 
fiscal  year  and  on  its  expected  operation 
and  status  during  the  next  ensuing  five 
fiscal  years; 

(3)  Report  immediately  to  the  Con¬ 
gress  whenever  the  Board  of  Trustees  is 
of  the  opinion  that  during  the  ensuing 
five  fiscal  years  the  Trust  Fund  will 
exceed  three  times  the  highest  annual 
expenditures  anticipated  during  that 
five-fiscal-year  period,  and  whenever  the 
Board  of  Trustees  is  of  the  opinion  that 
the  amount  of  the  Trust  Fund  is  unduly 
small. 

The  report  provided  for  in  paragraph 
(2)  above  shall  include  a  statement  of 
the  assets  of,  and  the  disbursements 
made  from,  the  Trust  Fund  during  the 
preceding  fiscal  year,  an  estimate  of  the 
expected  future  income  to,  and  dis¬ 
bursements  to  be  made  from,  the  Trust 
Fund  during  each  of  the  next  ensuing 
five  fiscal  years,  and  a  statement  of  the 
actuarial  status  of  the  Trust  Fund. 


*  *  *  *  * 

(f)  The  Managing  Trustee  is  directed 
to  pay  from  the  Trust  Fund  into  the 
Treasury  the  amount  estimated  by  him 
and  the  Chairman  of  the  Social  Security 
Board  which  will  be  expended  during  a 
three-month  period  by  the  Social  Secur¬ 
ity  Board  and  the  Treasury  Department 
for  the  administration  of  Title  II  and 
Title  VIII  of  this  Act,  and  the  Federal 
Insurance  Contributions  Act,  Such 
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prior  estimates  were  in  excess  of  or  were 
less  than  the  amounts  of  the  taxes 
referred  to  in  such  clauses. 

(b)  There  is  hereby  created  a  body  to 
be  known  as  the  Board  of  Trustees  of 
the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  (hereinafter  in 
this  title  called  the  “Board  of  Trustees”) 
which  Board  of  Trustees  shall  be  com¬ 
posed  of  the  Secretary  of  the  Treasury, 
the  Secretary  of  Labor,  and  the  Federal 
Security  Administrator,  all  ex  officio. 
The  Secretary  of  the  Treasury  shall  be 
the  Managing  Trustee  of  the  Board  of 
Trustees  (hereinafter  in  this  title  called 
the  “Managing  Trustee”).  The  Com¬ 
missioner  for  Social  Security  shall  serve 
as  Secretary  of  the  Board  of  Trustees. 
It  shall  be  the  duty  of  the  Board  of 
Trustees  to — 

(1)  Hold  the  Trust  Fund; 

(2)  Report  to  the  Congress  not  later 
than  the  first  day  of  March  of  each  year 
on  the  operation  and  status  of  the  Trust 
Fund  during  the  preceding  fiscal  year 
and  on  its  expected  operation  and  status 
during  the  next  ensuing  five  fiscal  years; 

(3)  Report  immediately  to  the  Con¬ 
gress  whenever  the  Board  of  Trustees  is 
of  the  opinion  that  during  the  ensuing 
five  fiscal  years  the  Trust  Fund  will 
exceed  three  times  the  highest  annual 
expenditures  anticipated  during  that 
five-fiscal-vear  period,  and  whenever  the 
Board  of  Trustees  is  of  the  opinion  that 
the  amount  of  the  Trust  Fund  is  unduly 
small;  and 

(4)  Recommend  improvements  in  ad¬ 
ministrative  procedures  and  policies. 
The  report  provided  for  in  paragraph 
(2)  above  shall  include  a  statement  of 
the  assets  of,  and  the  disbursements 
made  from,  the  Trust  Fund  during  the 
preceding  fiscal  year,  an  estimate  of  the 
expected  future  income  to,  and  dis¬ 
bursement  to  be  made  from,  the  Trust 
Fund  during  each  of  the  next  ensuing 
five  fiscal  years,  and  a  statement  of  the 
actuarial  status  of  the  Trust  Fund. 
Such  report  shall  be  printed  as  a  House 
document  of  the  session  of  the  Congress 
to  which  the  report  is  made. 

***** 

f)  ((1)  The  Managing  Trustee  is  di¬ 
rected  to  pay  from  the  Trust  Fund  into 
the  Treasury  the  amount  estimated  by 
him  and  the  Federal  Security  Adminis¬ 
trator  which  will  be  expended  during  a 
three-month  period  by  the  Federal 
Security  Agency  and  the  Treasury  De¬ 
partment  for  the  administration  of  titles 
II  and  VIII  of  this  Act  and  subchapter 
E  of  chapter  1  and  subchapter  A  of 
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payments  shall  be  covered  into  the 
Treasury  as  repayments  to  the  account 
for  reimbursement  of  expenses  incurred 
in  connection  with  the  administration  of 
Titles  II  and  VIII  of  this  Act  and  the 
Federal  Insurance  Contributions  Act. 
Such  repayments  shall  not  be  available 
for  expenditures  but  shall  be  carried  to 
the  surplus  fund  of  the  Treasury.  If  it 
subsequently  appear  that  the  estimates 
in  any  particular  three-month  period 
were  too  high  or  too  low,  appropriate 
adjustments  shall  be  made  by  the 
Managing  Trustee  in  future  payments. 


***** 
PRIMARY  INSURANCE  BENEFITS 


Sec.  202.  (a)  Every  individual  who 

(1)  is  a  fully  insured  individual  (as  de¬ 
fined  in  section  209  (g))  after  December 
31,  1939,  (2)  has  attained  the  age  of 
sixty-five,  and  (3)  has  filed  application 
for  primary  insurance  benefits,  shall  be 
entitled  to  receive  a  primary  insurance 
benefit  (as  defined  in  section  209  (e))  for 
each  month,  beginning  with  the  month 
in  which  such  individual  becomes  so  en¬ 
titled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the 
month  in  which  he  dies. 


wife’s  insurance  benefits 
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chapter  9  of  the  Internal  Revenue 
Code.  Such  payments  shall  be  covered 
into  the  Treasury  as  repayments  to  the 
account  for  reimbursement  of  expenses 
incurred  in  connection  with  the  adminis¬ 
tration  of  titles  II  and  VIII  of  this  Act 
and  subchapter  E  of  chapter  1  and  sub¬ 
chapter  A  of  chapter  9  of  the  Internal 
Revenue  Code. 

(2)  Repayments  made  under  para¬ 
graph  (1)  shall  not  be  available  for  ex¬ 
penditures  but  shall  be  carried  to  the 
surplus  fund  of  the  Treasury.  If  it  sub¬ 
sequently  appears  that  the  estimates 
under  such  paragraph  in  any  particular 
three-month  period  were  too  high  or  too 
low,  appropriate  adjustments  shall  be 
made  by  the  Managing  Trustee  in  future 
payments. 

***** 

OLD-AGE  AND  SURVIVORS  INSURANCE 
BENEFIT  PAYMENTS 

Old-Age  Insurance  Benefits 

Sec.  202.  (a)  Every  individual  who — 

(1)  is  a  fully  insured  individual  (as 
defined  in  section  214  (a)), 

(2)  has  attained  retirement  age  (as 
defined  in  section  216  (a)),  and 

(3)  has  filed  application  for  old-age 
insurance  benefits, 

shall  be  entitled  to  an  old-age  insurance 
benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date 
in  which  such  individual  becomes  so  en¬ 
titled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the 
month  in  which  he  dies.  Such  indi¬ 
vidual’s  old-age  insurance  benefit  for 
any  month  shall  be  equal  to  his  primary 
insurance  amount  (as  defined  in  section 
215  (a))  for  such  month. 

Wife’s  Insurance  Benefits 


(b)  (1)  Every  wife  (as  defined  in  sec-  (b)  (1)  The  wife  (as  defined  in  section 
tion  209  (i))  of  an  individual  entitled  to  216  (b))  of  an  individual  entitled  to  old¬ 
primary  insurance  benefits,  if  such  wife  age  insurance  benefits,  if  such  wife — 

(A)  has  attained  the  age  of  sixtv-five,  (A)  has  filed  application  for  wife’s 

(B)  has  filed  application  for  wife’s  insur-  insurance  benefits, 

ance  benefits,  (C)  was  living  with  such  (B)  has  attained  retirement  age, 
individual  at  the  time  such  application  was  (C)  was  living  with  such  individual 
filed,  and  (D)  is  not  entitled  to  receive  pri-  at  the  time  such  application  was  filed, 
marv  insurance  benefits,  or  is  entitled  to  and 

receive  primary  insurance  benefits  each  (D)  is  not  entitled  to  old-age  insur- 
of  which  is  less  than  one-half  of  a  pri-  ance  benefits,  or  is  entitled  to  old-age 
marv  insurance  benefit  of  her  husband,  insurance  benefits  each  of  which  is  less 
shall  be  entitled  to  receive  a  wife’s  insur-  than  one-half  of  an  old-age  insurance 
ance  benefit  for  each  month,  beginning  benefit  of  her  husband, 
with  the  month  in  which  she  becomes  so  shall  be  entitled  to  a  wife’s  insurance 
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entitled  to  such  insurance  benefits,  and 
ending  with  the  month  immediately  pre¬ 
ceding  the  first  month  in  which  any  of 
the  following  occurs:  she  dies,  her  hus¬ 
band  dies,  they  are  divorced  a  vinculo 
matrimonii,  or  she  becomes  entitled  to 
receive  a  primary  insurance  benefit  equal 
to  or  exceeding  one-half  of  a  primary 
insurance  benefit  of  her  husband. 


(2)  Such  wife’s  insurance  benefit  for 
each  month  shall  be  equal  to  one-half  of 
a  primary  insurance  benefit  of  her  hus¬ 
band,  except  that,  if  she  is  entitled  to 
receive  a  primary  insurance  benefit  for 
any  month,  such  wife’s  insurance  benefit 
for  such  month  shall  be  reduced  by  an 
amount  equal  to  a  primary  insurance 
benefit  of  such  wife. 


CHANGES  IN  EXISTING  LAW 

benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date 
in  which  she  becomes  so  entitled  to  such 
insurance  benefits  and  ending  with  the 
month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  she 
dies,  her  husband  dies,  they  are  divorced 
a  vinculo  matrimonii,  or  she  becomes 
entitled  to  an  old-age  insurance  benefit 
equal  to  or  exceeding  one-half  of  an  old- 
age  insurance  benefit  of  her  husband. 

(2)  Such  wife’s  insurance  benefit  for 
each  month  shall  be  equal  to  one-half  of 
the  old-age  insurance  benefit  of  her 
husband  for  such  month. 


Husband’s  Insurance  Benefits 

(c)  (1)  The  husband  (as  defined  in 
section  216  (f))  of  a  currently  insured 
individual  (as  defined  in  section  214 
(b))  entitled  to  old-age  insurance  bene¬ 
fits,  if  such  husband — 

(A)  has  filed  application  for  husband’s 
insurance  benefits, 

(B)  has  attained  retirement  age, 

(C)  was  living  with  such  individual  at 
the  time  such  application  was  filed, 

(D)  was  receiving  at  least  one-half  of 
his  support,  as  determined  in  accordance 
with  regulations  prescribed  by  the  Ad¬ 
ministrator,  from  such  individual  at 
the  time  she  became  entitled  to  old-age 
insurance  benefits  and  filed  proof  of 
such  support  within  two  years  after  the 
month  in  which  she  became  so  entitled, 

(E)  is  not  entitled  to  old-age  insurance 
benefits,  or  is  entitled  to  old-age  in¬ 
surance  benefits  each  of  which  is  less 
than  one-half  of  an  old-age  insurance 
benefit  of  his  wife, 

shall  be  entitled  to  a  husband’s  in¬ 
surance  benefit  for  each  month,  begin¬ 
ning  with  the  first  month  after  the 
effective  date  in  which  he  becomes 
entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the 
month  in  which  any  of  the  following 
occurs:  he  dies,  his  wife  dies,  they  are 
divorced  a  vinculo  matrimonii,  or  he 
becomes  entitled  to  an  old-age  in¬ 
surance  benefit  equal  to  or  exceeding 
one-half  of  an  old-age  insurance  benefit 
of  his  wife. 

(2)  Such  husband’s  insurance  benefit 
for  each  month  shall  be  equal  to  one- 
half  of  the  old-age  insurance  benefit  of 
his  wife  for  such  month. 
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child’s  insurance  benefits 

(c)  (1)  Every  child  (as  defined  in 
section  209  (k))  of  an  individual  en¬ 
titled  to  primary  insurance  benefits,  or 
of  an  individual  who  died  a  fully  or  cur¬ 
rently  insured  individual  (as  defined  in 
section  209  (g)  and  (h))  after  December 
31,  1939,  if  such  child  (A)  has  filed 
application  for  child’s  insurance  benefits, 
(B)  at  the  time  such  application  was 
filed  was  unmarried  and  had  not  at¬ 
tained  the  age  of  18,  and  (C)  was  de¬ 
pendent  upon  such  individual  at  the 
time  such  application  |was  [filed,  or,  if 
such  individual  has  died,  was  dependent 
upon  such  individual  at  the  time  of  such 
individual’s  death,  shall  be  entitled  to 
receive  a  child’s  insurance  benefit  for 
each  month,  beginning  with  the  month 
in  which  such  child  becomes  so  entitled 
to  such  insurance  benefits,  and  ending 
with  the  month  immediately  preceding 
the  first  month  in  which  any  of  the 
following  occurs:  such  child  dies,  mar¬ 
ries,  is  adopted  (except  for  adoption  by 
a  stepparent,  grandparent,  aunt,  or 
uncle  subsequent  to  the  death  of  such 
fully  or  currently  insured  individual), 
or  attains  the  age  of  eighteen. 

(2)  Such  child’s  insurance  benefit  for 
each  month  shall  be  equal  to  one-half 
of  a  primary  insurance  benefit  of  the 
individual  with  respect  to  whose  wages 
the  child  is  entitled  to  receive  such 
benefit,  except  that,  when  there  is  more 
than  one  such  individual  such  benefit 
shall  be  equal  to  one-half  of  whichever 
primary  insurance  benefit  is  greatest. 


(3)  A  child  shall  be  deemed  dependent 
upon  a  father  or  adopting  father,  or  to 
have  been  dependent  upon  such  individ¬ 
ual,  unless,  at  the  time  of  such  death,  or, 
if  such  individual  was  living,  at  the  time 
such  child’s  application  for  child’s 
insurance  benefit  was  filed,  such  in¬ 
dividual  was  not  living  with  or  con¬ 
tributing  to  the  support  of  such  child 
and — 

(A)  such  child  is  neither  the  legiti- 


CHANGES  IN  EXISTING  LAW 
Child’s  Insurance  Benefits 

(d)  (1)  Every  child  (as  defined  in 
section  216  (e))  of  an  individual  en¬ 
titled  to  old-age  insurance  benefits,  or 
c  f  an  individual  who  died  a  fully  or  cur¬ 
rently  insured  individual  after  1939,  if 
such  child — 

(A)  has  filed  application  for  child’s 
insurance  benefits, 

(B)  at  the  time  such  application  was 
filed  was  unmarried  and  had  not  at¬ 
tained  the  age  of  eighteen,  and 

(C)  was  dependent  upon  such  in¬ 
dividual  at  the  time  such  application 
was  filed,  or,  if  such  individual  has  died, 
was  dependent  upon  such  individual  at 
the  time  of  such  individual’s  death, 
shall  be  entitled  to  a  child’s  insurance 
benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date 
in  which  such  child  becomes  so  entitled 
to  such  insurance  benefits  and  ending 
with  the  month  preceding  the  first 
month  in  which  any  of  the  following 
occurs:  such  child  dies,  marries,  is 
adopted  (except  for  adoption  by  a  step¬ 
parent,  grandparent,  aunt,  or  uncle 
subsequent  to  the  death  of  such  fully 
or  currently  insured  individual),  or 
attains  the  age  of  eighteen. 

(2)  Such  child’s  insurance  benefit  for 
each  month  shall,  if  the  individual  on  the 
basis  of  whose  wages  and  self-employ¬ 
ment  income  the  child  is  entitled  to  such 
benefit  has  not  died  prior  to  the  end  of 
such  month,  be  equal  to  one-half  of  the 
old-age  insurance  benefit  of  such  in¬ 
dividual  for  such  month.  Such  child’s 
insurance  benefit  for  each  month  shall, 
if  such  individual  has  died  in  or  prior 
to  such  month,  be  equal  to  three-fourths 
of  the  primary  insurance  amount  of 
such  individual,  except  that,  if  there  is 
more  than  one  child  entitled  to  benefits 
on  the  basis  of  such  individual’s  wages 
and  self-employment  income,  each  such 
child’s  insurance  benefit  for  such  month 
shall  be  equal  to  the  sum  of  (A)  one-half 
of  the  primary  insurance  amount  of  such 
individual,  and  (B)  one-fourth  of  such 
primary  insurance  amount  divided  by 
the  number  of  such  children. 

(3)  A  child  shall  be  deemed  dependent 

upon  his  father  or  adopting  father  at  the 
time  specified  in  paragraph  (1)  (C) 

unless,  at  such  time  such  individual  was 
not  living  with  or  contributing  to  the 
support  of  such  child  and — 

(A)  such  child  is  neither  the  legiti¬ 
mate  nor  adopted  child  of  such  in¬ 
dividual,  or 

(B)  such  child  had  been  adopted  by 
some  other  individual,  or 
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mate  nor  adopted  child  of  such  indi¬ 
vidual,  or 

(B)  such  child  had  been  adopted  by 
some  other  individual,  or 

(C)  such  child  was  living  with  and 
was  chiefly  supported  by  such  child’s 
stepfather. 

(4)  A  child  shall  be  deemed  dependent 
upon  a  mother,  adopting  mother,  or 
stepparent,  or  to  have  been  dependent 
upon  such  individual  at  the  time  of  the 
death  of  such  individual,  only  if,  at  the 
time  of  such  death,  or,  if  such  individual 
was  living,  at  the  time  such  child’s 
application  for  child’s  insurance  benefits 
was  filed,  no  parent  other  than  such 
individual  was  contributing  to  the 
support  of  such  child  and  such  child 
was  not  living  with  its  father  or 
adopting  father. 


widow’s  insurance  benefits 

(d)  (1)  Every  widow  (as  defined  in 
section  209  (j))  of  an  individual  who 
died  a  fully  insured  individual  after  De¬ 
cember  31,  1939,  if  such  widow  (A)  has 
not  remarried,  (B)  has  attained  the  age 
of  sixty-five,  (C)  has  filed  application  for 
widow’s  insurance  benefits,  (D)  was 
living  with  such  individual  at  the  time 
of  his  death,  and  (E)  is  not  entitled  to 
receive  primary  insurance  benefits,  or  is 
entitled  to  receive  primary  insurance 
benefits  each  of  which  is  less  than  three- 
fourths  of  a  primary  insurance  benefit 
of  her  husband,  shall  be  entitled  to  re¬ 
ceive  a  widow’s  insurance  benefit  for 
each  month,  beginning  with  the  month 
in  which  she  becomes  so  entitled  to  such 
insurance  benefits  and  ending  with  the 
month  immediately  preceding  the  first 
month  in  which  any  of  the  following 
occurs:  she  remarries,  dies,  or  becomes 
entitled  to  receive  a  primary  insurance 
benefit  equal  to  or  exceeding  three- 
fourths  of  a  primary  insurance  benefit 
of  her  husband. 


CHANGES  IN  EXISTING  LAW 

(C)  such  child  was  living  with  and 
was  receiving  more  than  one-half  of  his 
support  from  his  stepfather. 


(4)  A-child  shall  be  deemed  dependent 
upon  his  stepfather  at  the  time  specified 
in  paragraph  (1)  (C)  if,  at  such  time, 
the  child  was  living  with  or  was  receiving 
at  least  one-half  of  his  support  from 
such  stepfather. 

(5)  A  child  shall  be  deemed  dependent 
upon  his  natural  or  adopting  mother 
at  the  time  specified  in  paragraph  (1) 
(C)  if  such  mother  or  adopting  mother 
was  a  currently  insured  individual.  A 
child  shall  also  be  deemed  dependent 
upon  his  natural  or  adopting  mother,  or 
upon  his  stepmother,  at  the  time 
specified  in  paragraph  (1)  (C)  if,  at  such 
time,  (A)  she  was  living  with  or  con¬ 
tributing  to  the  support  of  such  child, 
and  (B)  either  (i)  such  child  was  neither 
living  with  nor  receiving  contributions 
from  his  father  or  adopting  father,  or 
(ii)  such  child  was  receiving  at  least 
one-half  of  his  support  from  her. 

Widow’s  Insurance  Benefits 

(e)  (1)  The  widow  (as  defined  in  sec¬ 
tion  216  (c))  of  an  individual  who  died 
a  fully  insured  individual  after  1939,  if 
such  widow — 

(A)  has  not  remarried, 

(B)  has  attained  retirement  age, 

(C)  has  filed  application  for  widow’s 
insurance  benefits  or  was  entitled  to 
wife’s  insurance  benefits,  on  the  basis 
of  the  wages  and  self-employment  in¬ 
come  of  such  individual,  for  the  month 
preceding  the  month  in  which  he  died, 

(D)  was  living  with  such  individual 
at  the  time  of  his  death,  and 

(E)  is  not  entitled  to  old-age  insur¬ 
ance  benefits,  or  is  entitled  to  old-age 
insurance  benefits  each  of  which  is  less 
than  three-fourths  of  the  primary  in¬ 
surance  amount  of  her  deceased  hus¬ 
band. 

shall  be  entitled  to  a  widow’s  insurance 
benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date 
in  which  she  becomes  so  entitled  to  such 
insurance  benefits  and  ending  with  the 
month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  she 
remarries,  dies,  or  becomes  entitled  to 
an  old-age  insurance  benefit  equal  to  or 
exceeding  three-fourths  of  the  primary 
insurance  amount  of  her  deceased  hus¬ 
band. 
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(2)  Such  widow’s  insurance  benefit 
for  each  month  shall  be  equal  to  three- 
fourths  of  a  primary  insurance  benefit 
of  her  deceased  husband,  except  that, 
if  she  is  entitled  to  receive  a  primary  in¬ 
surance  benefit  for  any  month,  such 
widow’s  insurance  benefit  for  such 
month  shall  be  reduced  by  an  amount 
equal  to  a  primary  insurance  benefit 
of  such  widow. 


AMENDMENTS  OF  1950 
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(2)  Such  widow’s  insurance  benefit 
for  each  month  shall  be  equal  to  three- 
fourths  of  the  primary  insurance  amount 
of  her  deceased  husband. 


Widower’s  Insurance  Benefits 

(f)  (1)  The  widower  (as  defined  in 
section  216  (g))  of  an  individual  who 
died  a  fully  and  currently  insured 
individual  after  the  effective  date,  if 
such  widower— 

(A)  has  not  remarried; 

(B)  has  attained  retirement  age; 

(C)  has  filed  application  for  widower’s 
insurance  benefits  or  was  entitled  to 
husband’s  insurance  benefits,  on  the 
basis  of  the  wages  and  self-employment 
income  of  such  individual,  for  the  month 
preceding  the  month  in  which  she  died; 

(D)  was  living  with  such  individual 
at  the  time  of  her  death; 

(E)  (i)  was  receiving  at  least  one-half 
of  his  support,  as  determined  in  accord¬ 
ance  with  regulations  prescribed  by  the 
Administrator,  from  such  individual  at 
the  time  of  her  death  and  filed  proof  of 
such  support  within  two  years  of  such 
date  of  death,  or  (ii)  was  receiving  at 
least  one-half  of  his  support,  as  de¬ 
termined  in  accordance  with  regulations 
prescribed  by  the  Administrator,  from 
such  individual,  and  she  was  a  currently 
insured  individual,  at  the  time  she 
became  entitled  to  old-age  insurance 
benefits  and  filed  proof  of  such  support 
within  two  years  after  the  month  in 
which  she  became  so  entitled;  and 

(F)  is  not  entitled  to  old-age  insurance 
benefits,  or  is  entitled  to  old-age  insur¬ 
ance  benefits  each  of  which  is  less  than 
three-fourths  of  the  primary  insurance 
amount  of  his  deceased  wife, 

shall  be  entitled  to  a  widower’s  insurance 
benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date  in 
which  he  becomes  so  entitled  to  such 
insurance  benefits  and  ending  with  the 
month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  He 
remarries,  dies,  or  becomes  entitled  tc 
an  old-age  insurance  benefit  equal  to  oi 
exceeding  three-fourths  of  the  primary 
insurance  amount  of  his  deceased  wife, 

(2)  Such  widower’s  insurance  benefit 
for  each  month  shall  be  equal  to  three- 
fourths  of  the  primary  insurance  amount 
of  his  deceased  wife. 
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widow’s  current  insurance  benefits 

(e)  (1)  Every  widow  (as  defined  in 
section  209  (]))  of  an  individual  who  died 
a  fully  or  currently  insured  individual 
after  December  31,  1939,  if  such  widow 

(A)  has  not  remarried,  (B)  is  not  entitled 
to  receive  a  widow’s  insurance  benefit, 
and  is  not  entitled  to  receive  primary 
insurance  benefits,  or  is  entitled  to  re¬ 
ceive  primary  insurance  benefits  each 
of  which  is  less  than  three-fourths  of 
a  primary  insurance  benefit  of  her 
husband,  (C)  was  living  with  such 
individual  at  the  time  of  his  death,  (D) 
has  filed  application  for  widow’s  current 
insurance  benefits,  and  (E)  at  the  time 
of  filing  such  application  has  in  her  care 
a  child  of  such  deceased  individual 
entitled  to  receive  a  child’s  insurance 
benefit,  shall  be  entitled  to  receive  a 
widow’s  current  insurance  benefit  for 
each  month,  beginning  with  the  month 
in  which  she  becomes  so  entitled  to  such 
current  insurance  benefits  and  ending 
with  the  month  immediately  preceding 
the  first  month  in  which  any  of  the  fol¬ 
lowing  occurs:  no  child  of  such  deceased 
individual  is  entitled  to  receive  a  child’s 
insurance  benefit,  she  becomes  entitled 
to  receive  a  primary  insurance  benefit 
equal  to  or  exceeding  three-fourths  of  a 
primary  insurance  benefit  of  her  de¬ 
ceased  husband,  she  becomes  entitled  to 
receive  a  widow’s  insurance  benefit,  she 
remarries,  she  dies. 


(2)  Such  widow’s  current  insurance 
benefit  for  each  month  shall  be  equal 
to  three-fourths  of  a  primary  insurance 
benefit  of  her  deceased  husband,  except 
that,  if  she  is  entitled  to  receive  a  pri¬ 
mary  insurance  benefit  for  any  month, 


CHANGES  IN  EXISTING  LAW 

Mother’s  Insurance  Benefits 

(g)  (1)  The  widow  and  every  former 
wife  divorced  (as  defined  in  section  216 
(d))  of  an  individual  who  died  a  fully  or 
currently  insured  individual  after  1939, 
if  such  widow  or  former  wife  divorced — 

(A)  has  not  remarried, 

(B)  is  not  entitled  to  a  widow’s  insur¬ 
ance  benefit, 

(C)  is  not  entitled  to  old-age  insurance 
benefits,  or  is  entitled  to  old-age  insur¬ 
ance  benefits  each  of  which  is  less  than 
three-fourths  of  the  primary  insurance 
amount  of  such  individual, 

(D)  has  filed  application  for  mother’s 
insurance  benefits, 

(E)  at  the  time  of  filing  such  applica¬ 
tion  has  in  her  care  a  child  of  such  indi¬ 
vidual  entitled  to  a  child’s  insurance 
benefit,  and 

(F)  (i)  in  the  case  of  a  widow,  was  liv¬ 
ing  with  such  individual  at  the  time  of 
his  death,  or  (ii)  in  the  case  of  a  former 
wife  divorced,  was  receiving  from  such 
individual  (pursuant  to  agreement  or 
court  order)  at  least  one-half  of  her  sup¬ 
port  at  the  time  of  his  death,  and  the 
child  referred  to  in  clause  (E)  is  her  son, 
daughter,  or  legally  adopted  child  and 
the  benefits  referred  to  in  such  clause  are 
payable  on  the  basis  of  such  individual’s 
wages  or  self-employment  income,  shall 
be  entitled  to  a  mother’s  insurance 
benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date  in 
which  she  becomes  so  entitled  to  such 
insurance  benefits  and  ending  with  the 
month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  no 
child  of  such  deceased  individual  is 
entitled  to  a  child’s  insurance  benefit, 
such  widow  or  former  wife  divorced  be¬ 
comes  entitled  to  an  old-age  insurance 
benefit  equal  to  or  exceeding  three- 
fourths  of  the  primary  insurance  amount 
of  such  deceased  individual,  she  becomes 
entitled  to  a  widow’s  insurance  benefit, 
she  remarries,  or  she  dies.  Entitlement 
to  such  benefits  shall  also  end,  in  the  case 
of  a  former  wife  divorced,  with  the 
month  immediately  preceding  the  first 
month  in  which  no  son,  daughter,  or 
legally  adopted  child  of  such  former 
wife  divorced  is  entitled  to  a  child’s 
insurance  benefit  on  the  basis  of  the 
wages  and  self-employment  income  of 
such  deceased  individual. 

(2)  Such  mother’s  insurance  benefit 
for  each  month  shall  be  equal  to  three- 
fourths  of  the  primary  insurance  amount 
of  such  deceased  individual. 
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such  widow’s  current  insurance  benefit 
for  such  month  shall  be  reduced  by  an 
amount  equal  to  a  primary  insurance 
benefit  of  such  widow. 

parents  insurance  benefits  Parent’s  Insurance  Benefits 


(f)  (1)  Every  parent  (as  defined  in 
this  subsection)  of  an  individual  who 
died  a  fully  insured  individual  after 
December  31,  1939,  if  such  individual 
did  not  leave  a  widow  who  meets  the 
conditions  in  subsection  (d)  (1)  (D)  and 
(E)  or  an  unmarried  child  under  the  age 
of  eighteen  deemed  dependent  on  such 
individual  under  subsection  (c)  (3)  and 
(4),  and  if  such  parent  (A)  has  attained 
the  age  of  sixty-five,  (B)  was  chiefly 
dependent  upon  and  supported  by  such 
individual  at  the  time  of  such  individ¬ 
ual’s  death  and  filed  proof  of  such 
dependency  and  support  within  two 
years  of  such  date  of  death,  (C)  has  not 
married  since  such  individual’s  death, 
(D)  is  not  entitled  to  receive  any  other 
insurance  benefits  under  this  section, 
or  is  entitled  to  receive  one  or  more  of 
such  benefits  for  a  month,  but  the  total 
for  such  month  is  less  than  one-half  of 
a  primary  insurance  benefit  of  such 
deceased  individual,  and  (E)  has  filed 
application  for  parent’s  insurance  bene¬ 
fits,  shall  be  entitled  to  receive  a  parents’ 
insurance  benefit  for  each  month,  begin¬ 
ning  with  the  month  in  which  such 
parent  becomes  so  entitled  to  such  par¬ 
ent’s  insurance  benefits  and  ending 
with  the  month  immediately  preceding 
the  first  month  in  which  any  of  the  fol¬ 
lowing  occurs:  such  parent  dies,  marries, 
or  becomes  entitled  to  receive  for  any 
month  an  insurance  benefit  or  benefits 
(other  than  a  benefit  under  this  subsec¬ 
tion)  in  a  total  amount  equal  or  exceed¬ 
ing  one-half  of  a  primary  insurance 
benefit  of  such  deceased  individual. 

(2)  Such  parent’s  insurance  benefit 
for  each  month  shall  be  equal  to  one- 
half  of  a  primary  insurance  benefit  of 
such  deceased  individual,  except  that, 
if  such  parent  is  entitled  to  receive  an 
insurance  benefit  or  benefits  for  any 
month  (other  than  a  benefit  under  this 
subsection),  such  parent’s  insurance 
benefit  for  such  month  shall  be  reduced 
by  an  amount  equal  to  the  total  of  such 
other  benefit  or  benefits  for  such  month. 
When  there  is  more  than  one  such 
individual  with  respect  to  whose  wages 
the  parent  is  entitled  to  receive  a 
parent’s  insurance  benefit  for  a  month, 
such  benefit  shall  be  equal  to  one-half 
of  whichever  primary  insurance  benefit 
is  greatest. 


(h)  (1)  Every  parent  (as  defined  in 
this  subsection)  of  an  individual  who 
died  a  fully  insured  individual  after  1939, 
if  such  individual  did  not  leave  a  widow 
who  meets  the  conditions  in  subsection 
(e)  (1)  (D)  and  (E)  or  an  unmarried 
child  under  the  age  of  eighteen  deemed 
dependent  on  such  individual  under  sub¬ 
section  (d)  (3),  (4),  or  (5),  and  if  such 
parent- — - 

(A)  has  attained  retirement  age, 

(B)  was  receiving  at  least  one-half 
of  his  support  from  such  individual  at 
the  time  of  such  individual’s  death  and 
filed  proof  of  such  support  within  two 
years  of  such  date  of  death, 

(C)  has  not  married  since  such  in¬ 
dividual’s  death, 

(D)  is  not  entitled  to  old-age  insur¬ 
ance  benefits,  or  is  entitled  to  old-age 
insurance  benefits  each  of  which  is  less 
than  one-half  of  the  primary  insurance 
amount  of  such  deceased  individual,  and 

(E)  has  filed  application  for  parent’s 
insurance  benefits, 

shall  be  entitled  to  a  parent’s  insurance 
benefit  for  each  month,  beginning  with 
the  first  month  after  the  effective  date 
in  which  such  parent  becomes  so  entitled 
to  such  parent’s  insurance  benefits  and 
ending  with  the  month  preceding  the 
first  month  in  which  any  of  the  following 
occurs:  such  parent  dies,  marries,  or 
becomes  entitled  to  an  old-age  insurance 
benefit  equal  to  or  exceeding  one-half 
of  the  primary  insurance  amount  of 
such  deceased  individual. 


(2)  Such  parent’s  insurance  benefit 
for  each  month  shall  be  equal  to  one- 
half  of  the  primary  insurance  amount  of 
such  deceased  individual. 
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(3)  As  used  in  this  subsection,  the 
term  “parent”  means  the  mother  or 
father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted 
before  such  individual  attained  the  age 
of  sixteen,  or  an  adopting  parent  by 
whom  an  individual  was  adopted  before 
he  attained  the  age  of  sixteen. 

LUMP-SUM  DEATH  PAYMENTS 

(g)  Upon  the  death,  after  December 
31,  1939,  of  an  individual  who  died  a 
fully  or  currently  insured  individual 
leaving  no  surviving  widow,  child,  or 
parent  who  would,  on  filing  application 
in  the  month  in  which  such  individual 
died,  be  entitled  to  a  benefit  for  such 
month  under  subsection  (c),  (d),  (e), 
or  (f)  of  this  section,  an  amount  equal 
to  six  times  a  primary  insurance  benefit 
of  such  individual  shall  be  paid  in  a 
lump  sum  to  the  person,  if  any,  de¬ 
termined  by  the  Administrator  to  be  the 
widow  or  widower  of  the  deceased  and 
to  have  been  living  with  the  deceased  at 
the  time  of  death.  If  there  is  no  such 
person,  or  if  such  person  dies  before 
receiving  payment,  then  such  amount 
shall  be  paid  to  any  person  or  persons, 
equitably  entitled  thereto,  to  the  extent 
and  in  the  proportions  that  he  or  they 
shall  have  paid  the  expenses  of  burial  of 
such  insured  individual.  No  payment 
shall  be  made  to  any  preson  under  this 
subsection,  unless  application  therefor 
shall  have  been  filed,  by  or  on  behalf  of 
any  such  person  (whether  or  not  legally 
competent),  prior  to  the  expiration  of 
two  years  after  the  date  of  death  of  such 
insured  individual. 
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(3)  As  used  in  this  subsection,  the 
term  “parent”  means  the  mother  or 
father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted 
before  such  individual  attained  the  age 
of  sixteen,  or  an  adopting  parent  by 
whom  an  individual  was  adopted  before 
he  attained  the  age  of  sixteen. 

Lump-Sum  Death  Payments 

(1)  (1)  In  any  case  in  which  a  fully  or 
currently  insured  individual  died  after 
the  effective  date  leaving  no  surviving 
child,  widow,  widower,  or  parent  who 
would,  on  filing  application  in  the  month 
in  which  such  insured  individual  died, 
be  entitled  to  a  benefit  on  the  basis  of 
the  wages  and  self-employment  income 
of  such  insured  individual,  for  such 
month  under  subsection  (d),  (e),  (f), 
(g),  or  (h)  of  this  section,  an  amount 
equal  to  three  times  such  individual’s 
primary  insurance  amount  shall  be 
paid  in  a  lump  sum  to  the  person,  if  any, 
determined  by  the  Administrator  to  be 
the  widow  or  widower  of  the  deceased 
and  to  have  been  living  with  the  de¬ 
ceased  at  the  time  of  death.  If  there  is 
no  such  person,  or  if  such  person  dies 
before  receiving  payment,  then  such 
amount  shall  be  paid  to  any  person  or 
persons,  equitably  entitled  thereto,  to 
the  extent  and  in  the  proportions  that  he 
or  they  shall  have  paid  the  expenses  of 
burial  of  such  insured  individual. 

(2)  In  any  case  in  which  (A)  a  fully 
or  currently  insured  individual  died 
after  the  effective  date  leaving  a  surviv¬ 
ing  child,  widow,  widower,  or  parent 
who  would,  on  filing  application  in  the 
month  in  which  such  insured  individual 
died,  be  entitled  to  a  benefit,  on  the 
basis  of  the  wages  and  self-employment 
income  of  such  insured  individual,  for 
such  month  under  subsection  (d),  (e), 
(f),  (g),  or  (h)  of  this  section,  and  (B) 
the  total  of  benefits  (if  any)  paid  for  the 
month  in  which  such  insured  individual 
died  and  for  the  succeeding  eleven 
months  is  less  than  three  times  his 
primary  insurance  amount,  an  amount 
equal  to  the  difference  between  such 
total  and  three  times  such  primary 
insurance  amount  shall  be  paid  in  a 
lump  sum  to  the  person,  if  any,  de¬ 
termined  by  the  Administrator  to  be  the 
widow  or  widower  of  the  deceased  and 
to  have  been  living  with  the  deceased 
at  the  time  of  death.  If  there  is  no 
such  person,  or  if  such  person  dies  before 
receiving  payment,  then  such  amount 
shall  be  paid  to  any  person  or  persons, 
equitably  entitled  thereto,  to  the  extent 
and  in  the  proportions  that  he  or  they 
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APPLICATION 

(h)  An  individual  who  would  have 
been  entitled  to  a  benefit  under  sub¬ 
section  (a),  (b),  (c),  (d),  (e),  or  (f)  for 
any  month  had  he  filed  application 
therefore  prior  to  the  end  of  such  month, 
shall  be  entitled  to  such  benefit  for  such 
month  if  he  files  application  therefor 
prior  to  the  end  of  the  third  month 
immediately  succeeding  such  month. 
Any  benefit  for  a  month  prior  to  the 
month  in  which  application  is  filed 
shall  be  reduced,  to  any  extent  that  may 
be  necessary,  so  that  it  will  not  render 
erroneous  any  benefit  which  before 
the  filing  of  such  application,  the  Ad¬ 
ministrator  has  certified  for  payment 
for  such  prior  month. 

%  sfc 

[Sec.  205.]  (m)  No  application  for 
any  benefit  under  this  title  filed  prior 
to  three  months  before  the  first  month 
for  which  the  applicant  becomes  en¬ 
titled  to  receive  such  benefit  shall  be 
accepted  as  an  application  for  the 
purposes  of  this  title. 

^  sje 
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shall  have  paid  the  expenses  of  burial  of 
such  insured  individual. 

(3)  No  payment  shall  be  made  to  any 
person  under  this  subsection  on  the 
basis  of  the  wages  and  self-employment 
income  of  an  insured  individual  unless 
application  therefor  shall  have  been 
filed,  by  or  on  behalf  of  any  such  person 
(whether  or  not  legally  competent), 
prior  to  the  expiration  of  two  years 
after  the  date  of  death  of  such  insured 
individual. 

Application  for  Monthly  Insurance 
Benefits 

(j)  (1)  An  individual  who  would  have 
been  entitled  to  a  benefit  under  sub¬ 
section  (a),  (b),  (c),  (d),  (e),  (f),  (g),  or 
(h)  for  any  month  after  the  effective 
date  had  he  filed  application  therefore 
prior  to  the  end  of  such  month  shall  be 
entitled  to  such  benefit  for  such  month 
if  he  files  application  therefor  prior  to 
the  end  of  the  sixth  month  immediately 
succeeding  such  month.  Any  benefit 
for  a  month  prior  to  the  month  in  which 
application  is  filed  shall  be  reduced, 
to  any  extent  that  may  be  necessary, 
so  that  it  will  not  render  erroneous  any 
benefit  which,  before  the  filing  of  such 
application,  the  Administrator  has  certi¬ 
fied  for  payment  for  such  prior  month. 

(2)  No  application  for  any  benefit 
under  this  section  for  any  month  after 
the  effective  date  which  is  filed  prior 
to  three  months  before  the  first  month 
for  which  the  applicant  becomes  en¬ 
titled  to  such  benefit  shall  be  accepted 
as  an  application  for  the  purpose  of 
this  section;  and  any  application  filed 
within  such  three  months’  period  shall 
be  deemed  to  have  been  filed  in  such 
first  month. 

Simultaneous  Entitlement  to  Benefits 

(k)  (1)  A  child,  entitled  to  child’s 
insurance  benefits  on  the  basis  of  the 
wages  and  self-employment  income  of 
an  insured  individual,  who  would  be 
entitled,  on  filing  application,  to  child’s 
insurance  benefits  on  the  basis  of  the 
wages  and  self-employment  income  of 
some  other  insured  individual,  shall  be 
deemed  entitled,  subject  to  the  provi¬ 
sions  of  paragraph  (2)  hereof,  to  child’s 
insurance  benefits  on  the  basis  of  the 
wages  and  self-employment  income  of 
such  other  individual  if  an  application 
for  child’s  insurance  benefits  on  the 
basis  of  the  wages  and  self-employment 
income  of  such  other  individual  has  been 
filed  by  any  other  child  who  would. 
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on  filing  application,  be  entitled  to 
child’s  insurance  benefits  on  the  basis 
of  the  wages  and  self-employment  in¬ 
come  of  both  such  insured  individuals. 

(2)  (A)  Any  child  who  under  the 
preceding  provisions  of  this  section  is 
entitled  for  any  month  to  more  than 
one  child’s  insurance  benefit  shall,  not¬ 
withstanding  such  provisions,  be  en¬ 
titled  to  only  one  of  such  child’s 
insurance  benefits  for  such  month,  such 
benefit  to  be  the  one  based  on  the  wages 
and  self-employment  income  of  the 
insured  individual  who  has  the  greatest 
primary  insurance  amount. 

(B)  Any  individual  who  under  the 
preceding  provisions  of  this  section  is 
entitled  for  any  month  to  more  than 
one  monthly  insurance  benefit  (other 
than  an  old-age  insurance  benefit) 
under  this  title  shall  be  entitled  to  only 
one  such  monthly  benefit  for  such 
month,  such  benefit  to  be  the  largest 
of  the  monthly  benefits  to  which  he  (but 
for  this  paragraph)  would  otherwise  be 
entitled  for  such  month. 

(3)  If  an  individual  is  entitled  to  an 
old-age  insurance  benefit  for  any  month 
and  to  any  other  monthly  insurance 
benefit  for  such  month,  such  other  in¬ 
surance  benefit  for  such  month  shall  be 
reduced  (after  any  reduction  under 
section  203  (a))  by  an  amount  equal  to 
such  old-age  insurance  benefit. 

Entitlement  to  Survivor  Benefits  Under 
Railroad  Retirement  Act 

(1)  If  any  person  would  be  entitled, 
upon  filing  application  therefor,  to  an 
annuity  under  section  5  of  the  Railroad 
Retirement  Act  of  1937,  or  to  a  lump¬ 
sum  payment  under  subsection  (f)  (1)  of 
such  section,  with  respect  to  the  death 
of  an  employee  (as  defined  in  such  Act), 
no  lump-sum  death  payment,  and  no 
monthly  benefit  for  the  month  in  which 
such  employee  died  or  for  any  month 
thereafter,  shall  be  paid  under  this  sec¬ 
tion  to  any  person  on  the  basis  of  the 
wages  and  self-employment  income  of 
such  employee. 

REDUCTION  AND  INCREASE  OF  INSURANCE  REDUCTION  OF  INSURANCE  BENEFITS 

benefits  Maximum  Benefits 

Sec.  203.  (a)  Whenever  the  total  of  Sec.  203.  (a)  Whenever  the  total  of 
benefits  under  section  202,  payable  for  monthly  benefits  to  which  individuals 
a  month  with  respect  to  an  individual’s  are  entitled  under  section  202  for  a 
wages,  is  more  than  $20,  and  exceeds  month  on  the  ba,sis  of  the  wages  and 
(1)  $85,  or  (2)  an  amount  equal  to  self-employment  income  of  an  insured 
twice  a  primary  insurance  benefit  of  individual  exceeds  $150,  or  is  more  than 
such  individual,  or  (3)  an  amount  equal  $40  and  exceeds  80  per  centum  of  his 
to  80  per  centum  of  his  average  monthly  average  monthly  wage  (as  determined 
wage  (as  defined  in  section  209  (f)),  under  section  215),  such  total  of  benefits 
whichever  of  such  three  amounts  is  least,  shall,  after  any  deductions  under  this 
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such  total  of  benefits  shall,  prior  to  any 
deductions  under  subsections  (d),  (e),  or 
(h),  be  reduced  to  such  least  amount  or 
to  $20,  whichever  is  greater. 

(b)  Whenever  the  benefit  or  total  of 
benefits  under  section  202,  payable  for 
a  month  with  respect  to  an  individual’s 
wages,  is  less  than  $10,  such  benefit  or 
total  of  benefits  shall,  prior  to  any  de¬ 
ductions  under  subsections  (d),  (e),  or 
(h),  be  increased  to  $10. 

(c)  Whenever  a  decrease  or  increase 
of  the  total  of  benefits  for  a  month  is 
made  under  subsection  (a)  or  (b)  of  this 
section,  each  benefit,  except  the  primary 
benefit,  shall  be  proportionately  de¬ 
creased  or  increased,  as  the  case  may  be. 


(d)  Deductions,  in  such  amounts  and 
at  such  time  or  times  as  the  Board 
shall  determine,  shall  be  made  from 
any  payment  or  payments  under  this 
title  to  which  an  individual  is  entitled, 
until  the  total  of  such  deductions  equals 
such  individual’s  benefit  or  benefits  for 
any  month  in  which  such  individual: 

(1)  rendered  services  for  wages  of  not 
less  than  $15;  or 
[(2)  repealed] 

(3)  if  a  widow  entitled  to  a  widow’s 
current  insurance  benefit,  did  not  have 
in  her  care  a  child  of  her  deceased 
husband  entitled  to  receive  a  child’s 
insurance  benefit. 
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section,  be  reduced  to  $150  or  to  80 
per  centum  of  his  average  monthly 
wage,  whichever  is  the  lesser,  but  in  no 
case  to  less  than  $40,  except  that  when 
any  of  such  individuals  so  entitled  would 
(but  for  the  provisions  of  section  202  (k) 

(2)  (A))  be  entitled  to  child’s  insurance 
benefits  on  the  basis  of  the  wages  and 
self-employment  income  of  one  or  more 
other  insured  individuals,  such  total  of 
benefits  shall,  after  any  deductions  under 
this  section,  be  reduced  to  $150  or  to 
80  per  centum  of  the  sum  of  the  average 
monthly  wages  of  all  such  insured  in¬ 
dividuals,  whichever  is  the  lesser,  but 
in  no  case  to  less  than  $40.  Whenever 
a  reduction  is  made  under  this  subsec¬ 
tion,  each  benefit,  except  the  old-age 
insurance  benefit,  shall  be  propor¬ 
tionately  decreased. 

Deductions  on  Account  of  Work  or 
Failure  to  Have  Child  in  Care 

(b)  Deductions,  in  such  amounts  and 
at  such  time  or  times  as  the  Admin¬ 
istrator  shall  determine,  shall  be  made 
from  any  payment  or  payments  under 
this  title  to  which  an  individual  is 
entitled,  until  the  total  of  such  deduc¬ 
tions  equals  such  individual’s  benefit  or 
benefits  under  section  202  for  any  month 

(1)  in  which  such  individual  is  under 
the  age  of  seventy-five  and  in  which 
he  rendered  services  for  wages  (as  de¬ 
termined  under  section  209  without 
regard  to  subsection  (a)  thereof)  of 
more  than  $50;  or 

(2)  in  which  such  individual  is  under 
the  age  of  seventy-five  and  for  which 
month  he  is  charged,  under  the  pro¬ 
visions  of  subsection  (e)  of  this  section, 
with  net  earnings  from  self-employment 
of  more  than  $50;  or 

(3)  in  which  such  individual,  if  a 
widow  entitled  to  a  mother’s  insurance 
benefit,  did  not  have  in  her  care  a  child 
of  her  deceased  husband  entitled  to  a 
child’s  insurance  benefit;  or 

(4)  in  which  such  individual,  if  a 
former  wife  divorced  entitled  to  a 
mother’s  insurance  benefit,  did  not 
have  in  her  care  a  child,  of  her  deceased 
former  husband,  who  (A)  is  her  son, 
daughter,  or  legally  adopted  child  and 
(B)  is  entitled  to  a  child’s  insurance 
benefit  on  the  basis  of  the  wages  and 
self-employment  income  of  her  deceased 
former  husband. 
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(e)  Deductions  shall  be  made  from 
any  wife’s  or  child’s  insurance  benefit 
to  which  a  wife  or  child  is  entitled,  until 
the  total  of  such  deductions  equals  such 
wife’s  or  child’s  insurance  benefit  or 
benefits  for  any  month  in  which  the 
individual,  with  respect  to  whose  wages 
such  benefit  was  payable,  rendered 
services  for  wages  of  not  less  than  $15. 


(f)  If  more  than  one  event  occurs  in 
any  one  month  which  w.ould  occasion 
deductions  equal  to  a  benefit  for  such 
month,  only  an  amount  equal  to  such 
benefit  shall  be  deducted. 


CHANGES  IN  EXISTING  LAW 

Deductions  From  Dependents’  Benefits 

Because  of  Work  by  Old-Age  Insur¬ 
ance  Beneficiary 

(c)  Deductions  shall  be  made  from 
any  wife’s,  husband’s,  or  child’s  insur¬ 
ance  benefit  to  which  a  wife,  husband, 
or  child  is  entitled,  until  the  total  of 
such  deductions  equals  such  wife’s, 
husband’s,  or  child’s  insurance  benefit 
or  benefits  under  section  202  for  any 
month — 

(1)  in  which  the  individual,  on  the 
basis  of  whose  wages  and  self-employ¬ 
ment  income  such  benefit  was  payable, 
is  under  the  age  of  seventy-five  and  in 
which  he  rendered  services  for  wages  (as 
determined  under  section  209  without 
regard  to  subsection  .  (a)  thereof)  of 
more  than  $50;  or 

(2)  in  which  the  individual  referred 
to  in  paragraph  (1)  is  under  the  age  of 
seventy-five  and  for  which  month  he  is 
charged,  under  the  provisions  of  sub¬ 
section  (e)  of  this  section,  with  net 
earnings  from  self-employment  of  more 
than  $50. 

[Occurrence  0f  More  Than  One  Event 

(d)  If  more  than  one  of  the  events 
specified  in  subsections  (b)  and  (c) 
occurs  in  any  one  month  which  would 
occasion  deductions  equal  to  a  benefit 
for  such  month,  only  an  amount  equal 
to  such  benefit  shall  be  deducted.  The 
charging  of  net  earnings  from  self- 
employment  to  any  month  shall  be 
treated  as  an  event  occurring  in  the 
month  to  which  such  net  earnings  are 
charged. 

Months  to  Which  Net  Earnings  From 
Self-Employment  Are  Charged 

(e)  For  the  purposes  of  subsections 
(b)  and  (c) — 

(1)  If  an  individual’s  net  earning3 
from  self-employment  for  his  taxable 
year  are  not  more  than  the  product  of 
$50  times  the  number  of  months  in  such 
year,  no  month  in  such  year  shall  be 
charged  with  more  than  $50  of  net  earn¬ 
ings  from  self-employment. 

(2)  If  an  individual’s  net  earnings 
from  self-employment  for  his  taxable 
year  are  more  than  the  product  of  $50 
times  the  number  of  months  in  such 
year,  each  month  of  such  year  shall  be 
charged  with  $50  of  net  earnings  from 
self-employment,  and  the  amount  of 
such  net  earnings  in  excess  of  such 
product  shall  be  further  charges  to 
months  as  follows:  The  first  $50  of 
such  excess  shall  be  charged  to  the  last 
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(g)  Any  individual  in  receipt  of  bene¬ 
fits  subject  to  deduction  under  sub¬ 
section  (d)  or  (e)  (or  who  is  in  receipt  of 
such  benefits  on  behalf  of  another 
individual),  because  of  the  occurrence  of 
an  event  enumerated  therein,  shall 
report  such  occurrence  to  the  Board 
prior  to  the  receipt  and  acceptance  of  an 
insurance  benefit  for  the  second  month 
following  the  month  in  which  such  event 
occurred.  Any  such  individual  having 
knowledge  thereof,  who  fails  to  report 
any  such  occurrence,  shall  suffer  an 
additional  deduction  equal  to  that 
imposed  under  subsection  (d)  or  (e), 
except  that  the  first  additional  deduc¬ 
tion  imposed  by  this  subsection  in  the 
case  of  any  individual  shall  not  exceed 
an  amount  equal  to  one  month’s  benefit 
even  though  the  failure  to  report  is  with 
respect  to  more  than  one  month. 


CHANGES  IN  EXISTING  LAW 

month  of  such  taxable  year,  and  the 
balance,  if  any,  of  such  excess  shall  be 
charged  at  the  rate  of  $50  per  month  to 
each  preceding  month  in  such  year  until 
all  of  such  balance  has  been  applied, 
except  that  no  part  of  such  excess  shall 
be  charged  to  any  month  (A)  for  which 
such  individual  was  not  entitled  to  a 
benefit  under  this  title,  (B)  in  which  an 
event  described  in  paragraph  (1),  (3), 
or  (4)  of  subsection  (b)  occurred,  (C) 
in  which  such  individual  was  age  sev¬ 
enty-five  or  over,  or  (D)  in  which  such 
individual  did  not  engage  in  self-em¬ 
ployment. 

(3)  (A)  As  used  in  paragraph  (2),  the 
term  “last  month  of  such  taxable  year” 
means  the  latest  month  in  such  year  to 
which  the  charging  of  the  excess  de¬ 
scribed  is  such  paragraph  is  not  pro¬ 
hibited  by  the  application  of  clauses 
(A),  (B),  (C),  and  (D)  thereof. 

(B)  For  the  purposes  of  clause  (D)  of 
paragraph  (2) ,  an  individual  will  be  pre¬ 
sumed,  with  respect  to  any  month,  to 
have  been  engaged  in  self-employment 
in  such  month  until  it  is  shown  to  the 
satisfaction  of  the  Administrator  that 
such  individual  rendered  no  substantial 
services  in  such  month  with  respect  to 
any  trade  or  business  the  net  income  or 
loss  of  which  is  includible  in  computing 
his  net  earnings  from  self-employment 
for  any  taxable  year.  The  Adminis¬ 
trator  shall  by  regulations  prescribe  the 
methods  and  criteria  for  determining 
whether  or  not  an  individual  has  rend¬ 
ered  substantial  services  with  respect  to 
any  trade  or  business. 

Penalty  for  Failure  To  Report  Certain 
Events 

(f)  Any  individual  in  receipt  of  bene¬ 
fits  subject  to  deduction  under  sub¬ 
section  (b)  or  (c)  (or  who  is  in  receipt  of 
such  benefits  on  behalf  of  another 
individual),  because  of  the  occurrence 
of  an  event  specified  therein  (other  than 
an  event  described  in  subsection  (b)  (2) 
or  (c)  (2)),  shall  report  such  occurrence 
to  the  Administrator  prior  to  the  receipt 
and  acceptance  of  an  insurance  benefit 
for  the  second  month  following  the 
month  in  which  such  event  occurred. 
Any  such  individual  having  knowledge 
thereof,  who  fails  to  report  any  such 
occurrence,  shall  suffer  an  additional 
deduction  equal  to  that  imposed  under 
subsection  (b)  or  (c),  except  that  the 
first  additional  deduction  imposed  by 
this  subsection  in  the  case  of  any  indi¬ 
vidual  shall  not  exceed  an  amount  equal 
to  one  month’s  benefit  even  though  the 
failure  to  report  is  with  respect  to  more 
than  one  month. 
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Report  to  Administrator  of  Net  Earnings 
From  Self-Employment 

(g)  (1)  If  an  individual  is  entitled  to 
any  monthly  insurance  benefit  under 
seetion  202  during  any  taxable  year  in 
which  he  has  net  earnings  from  self- 
employment  in  excess  of  the  product  of 
$50  times  the  number  of  months  in  such 
year,  such  individual  (or  the  individual 
who  is  in  receipt  of  such  benefit  on  his 
behalf)  shall  make  a  report  to  the  Ad¬ 
ministrator  of  his  net  earnings  from  self- 
employment  for  such  taxable  year. 
Such  report  shall  be  made  on  or  before 
the  fifteenth  day  of  the  third  month 
following  the  close  of  such  year,  and  shall 
contain  such  information  and  be  made 
in  such  manner  as  the  Administrator 
may  by  regulations  prescribe.  Such 
report  need  not  be  made  for  any  taxable 
year  beginning  with  or  after  the  month 
in  which  such  individual  attained  the 
age  of  seventy-five. 

(2)  If  an  individual  fails  to  make  a 
report  required  under  paragraph  (1), 
within  the  time  prescribed  therein,  of 
his  net  earnings  from  self-employment 
for  any  taxable  year  and  any  deduction 
is  imposed  under  subsection  (b)  (2)  by 
reason  of  such  net  earnings — 

(A)  such  individual  shall  suffer  one 
additional  deduction  in  an  amount  equal 
to  his  benefit  or  benefits  for  the  last 
month  in  suoh  taxable  year  for  which  he 
was  entitled  to  a  benefit  under  section 
202;  and 

(B)  if  the  failure  to  make  such  report 

continues  after  the  close  of  the  fourth 
calendar  month  following  the  close  of 
such  taxable  year,  such  individual  shall 
suffer  an  additional  deduction  in  the 
same  amount  for  each  month  during  all 
or  any  part  of  which  such  failure  con¬ 
tinues  after  such  fourth  month; 
except  that  the  number  of  the  additional 
deductions  required  by  this  paragraph 
shall  not  exceed  the  number  of  months 
in  such  taxable  year  for  which  such  in¬ 
dividual  received  and  accepted  insurance 
benefits  under  section  202  and  for  which 
deductions  are  imposed  under  subsec¬ 
tion  (b)  (2)  by  reason  of  such  net 

earnings  from  self-employment.  If 
more  than  one  additional  deduction 
would  be  imposed  under  this  paragraph 
with  respect  to  a  failure  by  an  individua’ 
to  file  a  report  required  by  paragraptr 
(1)  and  such  failure  is  the  first  for  which 
any  additional  deduction  is  imposed 
under  this  paragraph,  only  one  addi¬ 
tional  deduction  shall  be  imposed  with 
respect  to  such  first  failure. 
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(3)  If  the  Administrator  determines, 
on  the  basis  of  information  obtained  by 
or  submitted  to  him,  that  it  may  reason¬ 
ably  be  expected  that  an  individual 
entitled  to  benefits  under  section  202  for 
any  taxable  year  will  suffer  deductions 
imposed  under  subsection  (b)  (2)  by 
reason  of  his  net  earnings  from  self- 
employment  for  such  year,  the  Admin¬ 
istrator  may,  before  the  close  of  such 
taxable  year,  suspend  the  payment  for 
each  month  in  such  year  (or  for  only 
such  months  as  the  Administrator  may 
specify)  of  the  benefits  payable  on  the 
basis  of  such  individual’s  wages  and  self- 
employment  income;  and  such  suspen¬ 
sion  shall  remain  in  effect  with  respect 
to  the  benefits  for  any  month  until  the 
Administrator  has  determined  whether 
or  not  any  deduction  is  imposed  for  such 
month  under  subsection  (b).  The  Ad¬ 
ministrator  is  authorized,  before  the 
close  of  the  taxable  year  of  an  individual 
entitled  to  benefits  during  such  year,  to 
request  of  such  individual  that  he  make, 
at  such  time  or  times  as  the  Adminis¬ 
trator  may  specify,  a  declaration  of  his 
estimated  net  earnings  from  self-employ¬ 
ment  for  the  taxable  year  and  that  he 
furnish  to  the  Administrator  such  other 
information  with  respect  to  such  net 
earnings  as  the  Administrator  may 
specify.  A  failure  by  such  individual 
to  comply  with  any  such  request  shall 
in  itself  constitute  justification  for  a 
determination  under  this  paragraph 
that  it  may  reasonably  be  expected  that 
the  individual  will  suffer  deductions  im- 
poseu  under  subsection  (b)  (2)  by  reason 
of  his  net  earnings  from  self-employ¬ 
ment  for  such  year. 

Circumstances  Under  Which  Deductions 
Not  Required 

(h)  Deductions  by  reason  of  subsec¬ 
tion  (b),  (f),  or  (g)  shall,  notwithstand¬ 
ing  the  provisions  of  such  subsection,  be 
made  from  the  benefits  to  which  an 
individual  is  entitled  only  to  the  extent 
that  they  reduce  the  total  amount 
which  would  otherwise  be  paid,  on  the 
basis  of  the  same  wages  and  self- 
employment  income,  to  him  and  the 
other  individuals  living  in  the  same 
household. 

Deduction  With  Respect  To  Certain 
Lump  Sum  Payments 

(h)  Deductions  shall  also  be  made  “(i)  Deductions  shall  also  be  made 
from  any  primary  insurance  benefit  to  from  any  old-age  insurance  benefit  to 
which  an  individual  is  entitled,  or  from  which  an  individual  is  entitled,  or  from 
any  other  insurance  benefit  payable  with  any  other  insurance  benefit  pa3Table  on 
respect  to  such  individual’s  wages,  until  the  basis  of  such  individual’s  wages  and 
such  deductions  total  the  amount  of  any  self-employment  income,  until  such 
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lump  sum  paid  to  such  individual  under 
section  204  of  the  Social  Security  Act 
in  force  prior  to  the  date  of  enactment 
of  the  Social  Security  Act  Amendments 
of  1939. 


OVERPAYMENTS  AND  UNDERPAYMENTS 

Sec.  204.  (a)  Whenever  an  error  has 
been  made  with  respect  to  payments  to 
an  individual  under  this  title  (including 
payments  made  prior  to  January  1, 
1940) ,  proper  adjustments  shall  be  made, 
under  regulations  prescribed  by  the 
Board,  by  increasing  or  decreasing  sub¬ 
sequent  payments  to  which  such  in¬ 
dividual  is  entitled.  If  such  individual 
dies  before  such  adjustment  has  been 
completed,  adjustment  shall  be  made 
by  increasing  or  decreasing  subsequent 
benefits  payable  with  respect  to  the 
wages  which  wrere  the  basis  of  benefits 
of  such  deceased  individual. 

(b)  There  shall  be  no  adjustment  or 
recovery  by  the  United  States  in  any 
case  where  incorrect  payment  has  been 
made  to  an  individual  who  is  without 
fault  (including  payments  made  prior 
to  January  1,  1940),  and  where  adjust¬ 
ment  or  recovery  would  defeat  the  pur¬ 
pose  of  this  title  or  would  be  against 
equity  and  good  conscience. 

(c)  No  certifying  or  disbursing  officer 
shall  be  held  liable  for  any  amount 
certified  or  paid  by  him  to  any  person 
where  the  adjustment  or  recovery  of 
such  amount  is  waived  under  subsection 
(b),  or  where  adjustment  under  sub¬ 
section  (a)  is  not  completed  prior  to  the 
death  of  all  persons  against  whose  bene¬ 
fits  deductions  are  authorized. 

EVIDENCE,  PROCEDURE,  AND  CERTIFICA¬ 
TION  FOR  PAYMENT 

Sec.  205.  (a)  The  Board  shall  have 
full  power  and  authority  to  make  rules 
and  regulations  and  to  establish  proced¬ 
ures,  not  inconsistent  with  the  provisions 
of  this  title,  which  are  necessary  or  ap¬ 
propriate  to  carry  out  such  provisions, 
and  shall  adopt  reasonable  and  proper 
rules  and  regulations  to  regulate  and 
provide  for  the  nature  and  extent  of  the 
proofs  and  evidence  and  the  method  of 
taking  and  furnishing  the  same  in  order 
to  establish  the  right  to  benefits  here¬ 
under. 
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deductions  total  the  amount  of  any 
lump  sum  paid  to  such  individual  under 
section  204  of  the  Social  Security  Act  in 
force  prior  to  the  date  of  enactment  of 
the  Social  Security  Act  Amendments  of 
1939. 

Attainment  of  Age  Seventy-five 

(j)  For  the  purposes  of  this  section, 
an  individual  shall  be  considered  as 
seventy-five  years  of  age  during  the 
entire  month  in  which  he  attains  such 
age. 

OVERPAYMENTS  AND  UNDERPAYMENTS 

Sec.  204.  (a)  Whenever  an  error  has 
been  made  with  respect  to  payments  to 
an  individual  under  this  title  (including 
payments  made  prior  to  January  1, 
1940),  proper  adjustments  shall  be 
made,  under  regulations  prescribed  by 
the  Administrator,  by  increasing  or  de¬ 
creasing  subsequent  payments  to  which 
such  individual  is  entitled.  If  such 
individual  dies  before  such  adjustment 
has  been  completed,  adjustment  shall 
be  made  by  increasing  or  decreasing  sub¬ 
sequent  benefits  payable  with  respect 
to  the  wages  which  were  the  basis  of 
benefits  of  such  deceased  individual. 

(b)  There  shall  be  no  adjustment  or 
recovery  by  the  United  States  in  any 
case  where  incorrect  payment  has  been 
made  to  an  individual  who  is  without 
fault  (including  payments  made  prior 
to  January  1,  1940),  and  where  adjust¬ 
ment  or  recovery  would  defeat  the  pur¬ 
pose  of  this  title  or  would  be  against 
equity  and  good  conscience. 

(c)  No  certifying  or  disbursing  officer 
shall  be  held  liable  for  any  amount 
certified  or  paid  by  him  to  any  person 
where  the  adjustment  or  recovery  of 
such  amount  is  waived  under  subsection 
(b),  or  where  adjustment  under  sub¬ 
section  (a)  is  not  completed  prior  to  the 
death  of  all  persons  against  whose  bene¬ 
fits  deductions  are  authorized. 

EVIDENCE,  PROCEDURE,  AND*  CERTIFICA¬ 
TION  FOR  PAYMENT 

Sec.  205.  (a)  The  Administrator  shall 
have  full  power  and  authority  to  make 
rules  and  regulations  and  to  establish 
procedures,  not  inconsistent  with  the 
provisions  of  this  title,  which  are  neces¬ 
sary  or  appropriate  to  carry  out  such 
provisions,  and  shall  adopt  reasonable 
and  proper  rules  and  regulations  to  regu¬ 
late  and  provide  for  the  nature  and  ex¬ 
tent  of  the  proofs  and  evidence  and  the 
method  of  taking  and  furnishing  the 
same  in  order  to  establish  the  right  to 
benefits  hereunder. 
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(b)  The  Board  is  directed  to  make 
findings  of  fact,  and  decisions  as  to  the 
rights  of  any  individual  applying  for  a 
payment  under  this  title.  Whenever 
requested  by  any  such  individual  or 
whenever  requested  by  a  wife,  widow, 
child,  or  parent  who  makes  a  showing  in 
writing  that  his  or  her  rights  may  be 
prejudiced  by  any  decision  the  Board 
has  rendered,  it  shall  give  such  applicant 
and  such  other  individual  reasonable 
notice  and  opportunity  for  a  hearing 
with  respect  to  such  decision,  and,  if  a 
hearing  is  held,  shall,  on  the  basis  of 
evidence  adduced  at  the  hearing,  affirm, 
modify,  or  reverse  its  findings  of  fact 
and  such  decision.  The  Board  is  fur¬ 
ther  authorized,  on  its  own  motion,  to 
hold  such  hearings  and  to  conduct  such 
investigations  and  other  proceedings  as 
it  may  deem  necessary  or  proper  for  the 
administration  of  this  title.  In  the 
course  of  any  hearing,  investigation,  or 
other  proceeding,  it  may  administer 
oaths  and  affirmations,  examine  wit¬ 
nesses,  and  receive  evidence.  Evidence 
may  be  received  at  any  hearing  before 
the  Board  even  though  inadmissible 
under  rules  of  evidence  applicable  to 
court  procedure. 

(c)  (1)  On  the  basis  of  information 
obtained  by  or  submitted  to  the  Board 
and  after  such  verification  thereof  as 
it  deems  necessary,  the  Board  shall 
establish  and  maintain  records  of  the 
amounts  of  wages  paid  to  each  individual 
and  of  the  periods  in  which  such  wages 
were  paid  and,  upon  request,  shall 
inform  any  individual,  or  after  his 
death  shall  inform  the  wife,  child,  or 
parent  of  such  individual,  of  the  amounts 
of  wages  of  such  individual  and  the 
periods  of  payments  shown  by  such 
records  at  the  time  of  such  request. 
Such  records  shall  be  evidence,  for  the 
purpose  of  proceedings  before  the 
Board  or  any  court,  of  the  amounts  of 
such  wages  and  the  periods  in  which 
they  were  paid,  and  the  absence  of  an 
entry  as  to  an  individual’s  wages  in 
such  records  for  any  period  shall  be 
evidence  that  no  wages  were  paid  such 
individual  in  such  period. 
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(b)  The  Administrator  is  directed  to 
make  findings  of  fact,  and  decisions  as 
to  the  rights  of  any  individual  applying 
for  a  payment  under  this  title.  When¬ 
ever  requested  by  any  such  individual 
or  whenever  requested  by  a  wife,  widow, 
former  wife  divorced,  husband,  widower, 
child,  or  parent,  who  makes  a  showing 
in  writing  that  his  or  her  rights  may  be 
prejudiced  by  an  decision  the  Adminis¬ 
trator  has  rendered,  he  shall  give  such 
applicant  and  such  other  individual 
reasonable  notice  and  opportunity  for  a 
hearing  with  respect  to  such  decision, 
and,  if  a  hearing  is  held,  shall,  on  the 
basis  of  evidence  adduced  at  the  hear¬ 
ing,  affirm,  modify,  or  reverse  his  find¬ 
ings  of  fact  and  such  decision.  The 
Administrator  is  further  authorized,  on 
his  own  motion,  to  hold  such  hearings 
and  to  conduct  such  investigations  and 
other  proceedings  as  he  may  deem  neces¬ 
sary  or  proper  for  the  administration  of 
this  title.  In  the  course  of  any  hearing, 
investigation,  or  other  proceedings,  he 
may  administer  oaths  and  affirmations, 
examine  witnesses,  and  receive  evidence 
Evidence  may  be  received  at  any  hear¬ 
ing  before  the  Administrator  even 
though  inadmissible  under  rules  of 
evidence  applicable  to  court  procedure. 

(c)  (1)  For  the  purposes  of  this 
subsection — 

(A)  The  term  “year”  means  a  cal¬ 
endar  year  when  used  with  respect  to 
wages  and  a  taxable  year  (as  defined 
in  section  211  (e))  when  used  with 
respect  to  self-employment  income. 

(B)  The  term  “time  limitation” 
means  a  period  of  three  years,  two 
months,  and  fifteen  days. 

(C)  The  term  “survivor”  means  an 
individual’s  spouse,  former  wife  di¬ 
vorced,  child,  or  parent,  who  survives 
such  individual. 

(2)  On  the  basis  of  information  ob¬ 
tained  by  or  submitted  to  the  Adminis¬ 
trator,  and  after  such  verification  thereof 
as  he  deems  necessary,  the  Administra¬ 
tor  shall  establish  and  maintain  records 
of  the  amounts  of  wages  paid  to,  and 
the  amounts  of  self-employment  income 
derived  by,  each  individual  and  of  the 
periods  in  which  such  wages  were  paid 
and  such  income  was  derived  and,  upon 
request,  shall  inform  any  individual  or 
his  survivor,  or  any  agent  designated 
by  such  individual  in  writing  of  the 
amounts  of  wages  and  self-employment 
income  of  such  individual  and  the  periods 
during  which  such  wages  were  paid  and 
such  income  was  derived,  as  shown  by 
such  records  at  the  time  of  such  request. 

(3)  The  Administrator’s  records  shall 
be  evidence  for  the  purpose  of  proceed- 
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(2)  After  the  expiration  of  the  fourth 
calendar  year  following  any  year  in 
which  wages  were  paid  or  are  alleged  to 
have  been  paid  an  individual,  the  rec¬ 
ords  of  the  Board  as  to  the  wages  of 
such  individual  for  such  year  and  the 
periods  of  payment  shall  be  conclusive 
for  the  purposes  of  this  title,  except  as 
hereafter  provided. 

(3)  If,  prior  to  the  expiration  of  such 

fourth  year,  it  is  brought  to  the  attention 
of  the  Board  that  any  entry  of  such 
wages  in  such  records  is  erroneous,  or 
that  any  item  of  such  wages  has  been 
omitted  from  the  records,  the  Board 
may  correct  such  entry  or  include  such 
omitted  item  in  its  records,  as  the  case 
may  be.  *  *  * 


(4)  After  the  expiration  of  such  fourth 
year,  the  Board  may  revise  any  entry  or 
include  in  its  records  any  omitted  item  of 
wages  to  conform  its  records  with  tax 
returns  or  portions  of  tax  returns  (in¬ 
cluding  information  returns,  and  other 
written  statements)  filed  with  the  Com¬ 
missioner  of  Internal  Revenue  under 
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ings  before  the  Administrator  or  any 
court  of  the  amounts  of  wages  paid  to, 
and  self-employment  income  derived  by, 
an  individual  and  of  the  periods  in 
which  such  wages  were  paid  and  such 
income  was  derived.  The  absence  of 
an  entry  in  such  records  as  to  wages 
alleged  to  have  been  paid  to,  or  as  to 
self-employment  income  alleged  to  have 
been  derived  by,  an  individual  in  any 
period  shall  be  evidence  that  no  such 
alleged  wages  were  paid  to,  or  that  no 
such  alleged  income  was  derived  by, 
such  individual  during  such  period. 

(4)  Prior  to  the  expiration  of  the  time 
limitation  following  any  year  the  Ad¬ 
ministrator  may,  if  it  is  brought  to  his 
attention  that  any  entry  of  wages  or 
self-employment  income  in  his  records 
for  such  year  is  erroneous  or  that  any 
item  of  wages  or  self-employment  in¬ 
come  for  such  year  has  been  omitted 
from  such  records,  correct  such  entry  or 
include  such  omitted  item  in  his  records, 
as  the  case  may  be.  After  the  expira¬ 
tion  of  the  time  limitation  following  any 
year — 

(A)  the  Administrator’s  records  (with 
changes,  if  any,  made  pursuant  to  para¬ 
graph  (5))  of  the  amounts  of  wages  paid 
to,  and  self-employment  income  derived 
by,  an  individual  during  any  period  in 
such  year  shall  be  conclusive  for  the 
purposes  of  this  title; 

(B)  the  absence  of  an  entry  in  the 
Administrator’s  records  as  to  the  wages 
alleged  to  have  been  paid  by  an  em¬ 
ployer  to  an  individual  during  any 
period  in  such  year  shall  be  presumptive 
evidence  for  the  purposes  of  this  title 
that  no  such  alleged  wages  were  paid  to 
such  individual  in  such  period;  and 

(C)  the  absence  of  an  entry  in  the 
Administrator’s  records  as  to  the  self- 
employment  income  alleged  to  have 
been  derived  by  an  individual  in  such 
year  shall  be  conclusive  for  the  purposes 
of  this  title  that  no  such  alleged  self- 
employment  income  was  derived  by  such 
individual  in  such  year  unless  it  is  shown 
that  he  filed  a  tax  return  of  his  self- 
employment  income  for  such  year  before 
the  expiration  of  the  time  limitation 
following  such  year,  in  which  case  the 
Administrator  shall  include  in  his  rec¬ 
ords  the  self-employment  income  of  such 
individual  for  such  year. 

(5)  After  the  expiration  of  the  time 
limitation  following  any  year  in  which 
wages  were  paid  or  alleged  to  have  been 
paid  to,  or  self-employment  income  was 
derived  or  alleged  to  have  been  derived 
by,  an  individual,  the  Administrator 
may  change  or  delete  any  entry  with 
respect  to  wages  or  self-employment 
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title  VIII  of  the  Social  Security  Act  or 
the  Federal  Insurance  Contributions  Act 
or  under  regulations  made  under  author¬ 
ity  thereof.  *  *  * 


income  in  his  records  of  such  year  for 
such  individual  or  include  in  his  records 
of  such  year  for  such  individual  any 
omitted  item  of  wages  or  self-employ¬ 
ment  income  but  only — 

(A)  if  an  application  for  monthly 
benefits  or  for  a  lump-sum  death  pay¬ 
ment  was  filed  within  the  time  limitation 
following  such  year;  except  that  no  such 
change,  deletion,  or  inclusion  may  be 
made  pursuant  to  this  subparagraph 
after  a  final  decision  upon  the  applica¬ 
tion  for  monthly  benefits  or  lump-sum 
death  payment; 

(B)  if  within  the  time  limitation  fol¬ 
lowing  such  year  an  individual  or  his 
survivor  makes  a  request  for  a  change  or 
deletion,  or  for  an  inclusion  of  an  omit¬ 
ted  item,  and  alleges  in  writing  that  the 
Administrator’s  records  of  the  wages 
paid  to,  or  the  self-employment  income 
derived  by,  such  individual  in  such  year 
are  in  one  or  more  respects  erroneous; 
except  that  no  such  change,  deletion,  or 
inclusion  may  be  made  pursuant  to  this 
subparagraph  after  a  final  decision  upon 
such  request.  Written  notice  of  the 
Administrator’s  decision  on  any  such 
request  shall  be  given  to  the  individual 
who  made  theVrequest; 

(C)  to  correct  errors  apparent  on  the 
face  of  such  records; 

(D)  to  transfer  items  to  records  of  the 
Railroad  Retirement  Board  if  such  items 
were  credited  under  this  title  when  they 
should  have  been  credited  under  the 
Railroad  Retirement  Act,  or  to  enter 
items  transferred  by  the  Railroad  Re¬ 
tirement  Board  which  have  been  cred¬ 
ited  under  the  Railroad  Retirement  Act 
when  they  should  have  been  credited 
under  this  title; 

(E)  to  delete  or  reduce  the  amount  of 
any  entry  which  is  erroneous  as  a  result 
of  fraud; 

(F)  to  conform  his  records  to  tax 
returns  or  portions  thereof  (including 
information  returns  and  other  written 
statements)  filed  with  the  Commissioner 
of  Internal  Revenue  under  title  VIII  of 
the  Social  Security  Act,  under  sub¬ 
chapter  E  of  chapter  1  or  subchapter  A 
or  E  of  chapter  9  of  the  Internal 
Revenue  Code,  or  under  regulations 
made  under  authority  of  such  title  or 
subchapter,  and  to  information  returns 
filed  by  a  State  pursuant  to  an  agree¬ 
ment  under  section  218  or  regulations 
of  the  Administrator  thereunder;  except 
that  no  amount  of  self-employment 
income  of  an  individual  for  any  taxable 
year  (if  such  return  or  statement  was 
filed  after  the  expiration  of  the  time 
limitation  following  the  taxable  year) 
shall  be  included  in  the  Administrator’s 
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*  *  *  Written  notice  of  any  revi¬ 

sion  of  any  such  entry,  which  is  adverse 
to  the  interests  of  any  individual,  shall 
be  given  to  such  individual,  in  any  case 
where  such  individual  has  previously 
been  notified  by  the  Board  of  the  amount 
of  wages  and  of  the  period  of  payments 
shown  by  such  entry.  *  *  * 

(4)  *  *  *  Notice  shall  be  given  of 

such  revision  under  such  conditions  and 
to  such  individuals  as  is  provided  for 
revisions  under  paragraph  (3)  of  this 
subsection.  *  *  * 


(3)  *  *  *  Upon  request  in  writing 

made  prior  to  the  expiration  of  such 
fourth  year,  or  within  sixty  days  there¬ 
after,  the  Board  shall  afford  any  indi¬ 
vidual,  or  after  his  death  shall  afford 
the  wife,  child,  or  parent  of  such  indi¬ 
vidual,  reasonable  notice  and  oppor¬ 
tunity  for  hearing  with  respect  to  any 
entry  or  alleged  omission  of  wages  of 
such  individual  in  such  records,  or  any 
revision  of  any  such  entry.  If  a  hearing 
is  held,  the  Board  shall  make  findings  of 
fact  and  a  decision  based  upon  the  evi¬ 
dence  adduced  at  such  hearing  and  shall 
revise  its  records  as  may  be  required  by 
such  findings  and  decision. 

(4)  *  *  *  Upon  request,  notice 

and  opportunity  for  hearing  with  respect 
to  any  such  entry,  omission,  or  revision, 
shall  be  afforded  under  such  conditions 
and  to  such  individuals  as  is  provided  in 
paragraph  (3)  hereof,  but  no  evidence 
shall  be  introduced  at  any  such  hearing 
except  with  respect  to  conformity  of 


CHANGES  IN  EXISTING  LAW 

records  pursuant  to  this  subparagraph 
in  excess  of  the  amount  which  has  been 
deleted  pursuant  to  this  subparagraph 
as  payments  erroneously  included  in 
such  records  as  wages  paid  to  such 
individual  in  such  taxable  year; 

(G)  to  correct  errors  made  in  the 
allocation,  to  individuals  or  periods,  of 
wages  or  self-employment  income  en¬ 
tered  in  the  records  of  the  Administrator  ; 

(H)  to  include  wages  paid  during  any 
period  in  such  year  to  an  individual  by 
an  employer  if  there  is  an  absence  of  any 
entry  in  the  Administrator’s  records  of 
wages  having  been  paid  by  such  em¬ 
ployer  to  such  individual  in  such  period; 
or 

(I)  to  enter  items  which  constitute 
remuneration  for  employment  under 
subsection  (o),  such  entries  to  be  in 
accordance  with  certified  reports  of 
records  made  by  the  Railroad  Retire¬ 
ment  Board  pursuant  to  section  5  (k)  (3) 
of  the  Railroad  Retirement  Act  of  1937. 

(6)  Written  notice  of  any  deletion  or 
reduction  under  paragraph  (4)  or  (5) 
shall  be  given  to  the  individual  whose 
record  is  involved  or  to  his  survivor, 
except  that  (A)  in  the  case  of  a  deletion 
or  reduction  with  respect  to  any  entry 
of  wages  such  notice  shall  be  given  to 
such  individual  only  if  he  has  previously 
been  notified  by  the  Administrator  of 
the  amount  of  his  wages  for  the  period 
involved,  and  (B)  such  notice  shall  be 
given  to  such  survivor  only  if  he  or  the 
individual  whose  record  is  involved  has 
previously  been  notified  by  the  Admin¬ 
istrator  of  the  amount  of  such  individ¬ 
ual’s  wages  and  self-employment  in¬ 
come  for  the  period  involved. 

(7)  Upon  request  in  writing  (within 
such  period,  after  any  change  or  refusal 
of  a  request  for  a  change  of  his  records 
pursuant  to  this  subsection,  as  the  Ad¬ 
ministrator  may  prescribe),  opportunity 
for  hearing  with  respect  to  such  change 
or  refusal  shall  be  afforded  to  any  in¬ 
dividual  or  his  survivor.  If  a  hearing 
is  held  pursuant  to  this  paragraph  the 
Administrator  shall  make  findings  of 
fact  and  a  decision  based  upon  the  evi¬ 
dence  adduced  at  such  hearing  and  shall 
include  any  omitted  items,  or  change  or 
delete  any  entry,  in  his  records  as  may 
be  required  by  such  findings  and  de¬ 
cision. 
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such  records  with  such  tax  returns  and 
such  other  data  submitted  under  such 
Title  VIII  or  the  Federal  Insurance 
Contributions  Act  or  under  such  regu¬ 
lations. 

(5)  Decisions  of  the  Board  under  this 
subsection  shall  be  reviewable  by  com¬ 
mencing  a  civil  action  in  the  district 
court  of  the  United  States  as  provided 
in  subsection  (g)  hereof. 

(d)  For  the  purpose  of  any  hearing, 
investigation,  or  other  proceeding  au¬ 
thorized  or  directed  under  this  title,  or 
relative  to  any  other  matter  within  its 
jurisdiction  hereunder,  the  Board  shall 
have  power  to  issue  subpenas  requiring 
the  attendance  and  testimony  of  wit¬ 
nesses  and  the  production  of  any  evi¬ 
dence  that  relates  to  any  matter  under 
investigation  or  in  question  before  the 
Board.  Such  attendance  of  witnesses 
and  production  of  evidence  at  the  desig¬ 
nated  place  of  such  hearing,  investiga¬ 
tion,  or  other  proceeding  may  be  re¬ 
quired  from  any  place  in  the  United 
States  or  in  any  Territory  or  possession 
thereof.  Subpenas  of  the  Board  shall 
be  served  by  anyone  authorized  by  it 
(1)  by  delivering  a  copy  thereof  to  the 
individual  named  therein,  or  (2)  by 
registered  mail  addressed  to  such  indi¬ 
vidual  at  his  last  dwelling  place  or  prin¬ 
cipal  place  of  business.  A  verified  re¬ 
turn  by  the  individual  so  serving  the 
subpeua  setting  forth  the  manner  of 
service,  or,  in  the  case  of  service  by 
registered  mail,  the  return  post-office 
receipt  therefor  signed  by  the  individual 
so  served,  shall  be  proof  of  service. 
Witnesses  so  subpenaed  shall  be  paid 
the  same  fees  and  mileage  as  are  paid 
witnesses  in  the  district  courts  of  the 
United  States. 

(e)  In  case  of  contumacy  by,  or  refusal 
to  obey  a  subpena  duly  served  upon,  any 

erson,  any  district  court  of  the  United 

tates  for  the  judicial  district  in  which 
said  person  charged  with  contumacy  or 
refusal  to  obey  is  found  or  resides  or 
transacts  business,  upon  application  by 
the  Board,  shall  have  jurisdiction  to 
issue  on  order  requiring  such  person  to 
appear  and  give  testimony,  or  to  appear 
and  produce  evidence,  or  both;  any 
failure  to  obey  such  order  of  the  court 
may  be  punished  by  said  court  as  con¬ 
tempt  thereof. 

***** 

(g)  Any  individual,  after  any  final 
decision  of  the  Board  made  after  a  hear¬ 
ing  to  which  he  was  a  party,  irrespective 
of  the  amount  in  controversy  may 
obtain  a  review  of  such  decision  by  a 
civil  action  commenced  within  sixty 
days  after  the  mailing  to  him  of  notice 
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(8)  Decisions  of  the  Administrator 
under  this  subsection  shall  be  reviewable 
by  commencing  a  civil  action  in  the 
United  States  district  court  as  provided 
in  subsection  (g). 

(d)  For  the  purpose  of  any  hearing, 
investigation,  or  other  proceeding  au¬ 
thorized  or  directed  under  this  title,  or 
relative  to  any  other  matter  within  his 
jurisdiction  hereunder,  the  Administra¬ 
tor  shall  have  power  to  issue  subpenas 
requiring  the  attendance  and  testimony 
of  witnesses  and  the  production  of  any 
evidence  that  relates  to  any  matter 
under  investigation  or  in  question  be¬ 
fore  the  Administrator.  Such  attend¬ 
ance  of  witnesses  and  production  of 
evidence  at  the  designated  place  of  such 
hearing,  investigation,  or  other  proceed¬ 
ing  may  be  required  from  any  place  in 
the  United  States  or  in  any  Territory  or 
possession  thereof.  Subpenas  of  the 
Administrator  shall  be  served  by  any¬ 
one  authorized  by  him  (1)  by  delivering 
a  copy  thereof  to  the  individual  named 
therein,  or  (2)  by  registered  mail  ad¬ 
dressed  to  such  individual  at  his  last 
dwelling  place  or  principal  place  of 
business.  A  verified  return  by  the  in¬ 
dividual  so  serving  the  subpena  setting 
forth  the  manner  of  service,  or,  in  the 
case  of  service  by  registered  mail,  the 
return  post-office  receipt  therefor  signed 
by  the  individual  so  served,  shall  be 
proof  of  service.  Witnesses  so  sub¬ 
penaed  shall  be  paid  the  same  fees  and 
mileage  as  are  paid  witnesses  in  the 
district  courts  of  the  United  States. 

(e)  In  case  of  contumacy  by,  or  refusal 
to  obey  a  subpena  duly  served  upon,  any 
person,  any  district  court  of  the  United 
States  for  the  judicial  district  in  which 
said  person  charged  with  contumacy  or 
refusal  to  obey  is  found  or  resides  or 
transacts  business,  upon  application  by 
the  Administrator,  shall  have  jurisdic¬ 
tion  to  issue  on  order  requiring  such 
person  to  appear  and  give  testimony,  or 
to  appear  and  produce  evidence,  or  both; 
any  failure  to  obey  such  order  of  the 
court  may  be  punished  by  said  court  as 
contempt  thereof. 

*  *  *  *  * 

(g)  Any  individual,  after  any  final 
decision  of  the  Administrator  made  after 
a  hearing  to  which  he  was  a  party, 
irrespective  of  the  amount  in  contro¬ 
versy,  may  obtain  a  review  of  such 
decision  by  a  civil  action  commenced 
within  sixty  days  after  the  mailing  to 
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of  such  decision  or  within  such  further 
time  as  the  Board  may  allow.  Such 
action  shall  be  brought  in  the  district 
court  of  the  United  States  for  the 
judicial  district  in  which  the  plaintiff 
resides,  or  has  his  principal  place  of 
business,  or,  if  he  does  not  reside  or 
have  his  principal  place  of  business 
within  any  such  judicial  district,  in  the 
District  Court  of  the  United  States  for 
the  District  of  Columbia.  As  part  of 
its  answer  the  Board  shall  file  a  certified 
copy  of  the  transcript  of  the  record 
including  the  evidence  upon  which  the 
findings  and  decision  complained  of  are 
based.  The  court  shall  have  power  to 
enter,  upon  the  pleadings  and  transcript 
of  the  record,  a  judgment  affirming, 
modifying,  or  reversing  the  decision  of 
the  Board,  with  or  without  remanding 
the  cause  for  a  rehearing.  The  findings 
of  the  Board  as  to  any  fact,  if  supported 
by  substantial  evidence,  shall  be  con¬ 
clusive,  and  where  a  claim  has  been 
denied  by  the  Board  or  a  decision  is 
rendered  under  subsection  (b)  hereof 
which  is  adverse  to  an  individual  who 
was  a  party  to  the  hearing  before  the 
Board,  because  of  failure  of  the  claim¬ 
ant  or  such  individual  to  submit  proof 
in  conformity  with  any  regulation  pre¬ 
scribed  under  subsection  (a)  hereof, 
the  court  shall  review  only  the  ques¬ 
tion  of  conformity  with  such  regu¬ 
lations,  and  the  validity  of  such  regula¬ 
tions.  The  court  shall,  on  motion  of 
the  Board  made  before  it  files  its 
answer,  remand  the  case  to  the  Board 
for  further  action  by  the  Board  and 
may,  at  any  time,  on  good  cause  shown, 
order  additional  evidence  to  be  taken 
before  the  Board  and  the  Board  shall, 
after  the  case  is  remanded,  and  after 
hearing  such  additional  evidence  if  so 
ordered,  modify  or  affirm  its  findings  of 
fact  or  its  decision,  or  both,  and  shall 
file  with  the  court  any  such  additional 
and  modified  findings  of  fact  and 
decision,  and  a  transcript  of  the  addi¬ 
tional  record  and  testimony  upon  which 
its  action  in  modifying  or  affirming  was 
based.  Such  additional  or  modified 
findings  of  fact  and  decision  shall  be 
reviewable  only  to  the  extent  provided 
for  review  of  the  original  findings  of 
fact  and  decision.  The  judgment  of 
the  court  shall  be  final  except  that  it 
shall  be  subject  to  review  in  the  same 
manner  as  a  judgment  in  other  civil 
actions. 


(h)  The  findings  and  decision  of  the 
Board  after  a  hearing  shall  be  binding 
upon  all  individuals  who  were  parties 
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him  of  notice  of  such  decision  or  within 
such  further  time  as  the  Administrator 
may  allow.  Such  action  shall  be 
brought  in  the  district  court  of  the 
United  States  for  the  judicial  district 
in  which  the  plaintiff  resides,  or  has  his 
principal  place  of  business,  or,  if  he 
does  not  reside  or  have  his  principal 
place  of  business  within  any  such  judi¬ 
cial  district,  in  the  District  Court  of 
the  United  States  for  the  District  of 
Columbia.  As  part  of  his  answer  the 
Administrator  shall  file  a  certified  copy 
of  the  transcript  of  the  record  including 
the  evidence  upon  which  the  findings 
and  decision  complained  of  are  based. 
The  court  shall  have  power  to  enter, 
upon  the  pleadings  and  transcript  of 
the  record,  a  judgment  affirming,  modi¬ 
fying,  or  reversing  the  decision  of  the 
Administrator,  with  or  without  remand¬ 
ing  the  cause  for  a  rehearing.  The 
findings  of  the  Administrator  as  to  any 
fact,  if  supported  by  substantial  evi¬ 
dence,  shall  be  conclusive,  and  where  a 
claim  has  been  denied  by  the  Adminis¬ 
trator  or  a  decision  is  rendered  under 
subsection  (b)  hereof  which  is  adverse 
to  an  individual  who  was  a  party  to  the 
hearing  before  the  Administrator,  be¬ 
cause  of  failure  of  the  claimant  or  such 
individual  to  submit  proof  in  conformity 
with  any  regulation  prescribed  under 
subsection  (a)  hereof,  the  court  shall 
review  only  the  question  of  conformity 
with  such  regulations  and  the  validity 
of  such  regulations.  The  court  shall, 
on  motion  of  the  Administrator  made 
before  he  files  his  answer,  remand  the 
case  to  the  Administrator  for  further 
action  by  the  Administrator,  and  may, 
at  any  time,  on  good  cause  shown, 
order  additional  evidence  to  be  taken 
before  the  Administrator,  and  the  Ad¬ 
ministrator  shall,  after  the  case  is 
remanded,  and  after  hearing  such  addi¬ 
tional  evidence  if  so  ordered,  modify  or 
affirm  his  findings  of  fact  or  his  decision, 
or  both,  and  shall  file  with  the  court  any 
such  additional  and  modified  findings 
of  fact  and  decision,  and  a  transcript  of 
the  additional  record  and  testimony 
upon  which  his  action  in  modifying  or 
affirming  was  based.  Such  additional 
or  modified  findings  of  fact  and  decision 
shall  be  reviewable  only  to  the  extent 
provided  for  review  of  the  original 
findings  of  fact  and  decision.  The 
judgment  of  the  court  shall  be  final 
except  that  it  shall  be  subject  to  review 
in  the  same  manner  as  a  judgment  in 
other  civil  actions. 

(h)  The  findings  and  decision  of  the 
Administrator  after  a  hearing  shall  be 
binding  upon  all  individuals  who  were 
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to  such  hearing.  No  findings  of  fact 
or  decision  of  the  Board  shall  be  re¬ 
viewed  by  any  person,  tribunal,  or 
governmental  agency  except  as  herein 
provided.  No  action  against  the  United 
States,  the  Board,  or  any  officer  or 
employee  thereof  shall  be  brought  under 
section  24  of  the  Judicial  Code  of  the 
United  States  to  recover  on  any  claim 
arising  under  this  title. 

(i)  Upon  final  decision  of  the  Board, 
or  upon  final  judgment  of  any  court  of 
competent  jurisdiction,  that  any  person 
is  entitled  to  any  payment  or  payments 
under  this  title,  the  Board  shall  certify 
to  the  Managing  Trustee  the  name  and 
address  of  the  person  so  entitled  to 
receive  such  payment  or  payments,  the 
amount  of  such  payment  or  payments, 
and  the  time  at  which  such  payment  or 
payments  should  be  made,  and  the 
Managing  Trustee,  through  the  Divi¬ 
sion  of  Disbursement  of  the  Treasury 
Department,  and  prior  to  any  action 
thereon  by  the  General  Accounting 
Office,  shall  make  payment  in  accord¬ 
ance  with  the  certification  of  the  Board: 
Provided,  That  where  a  review  of  the 
Board’s  decision  is  or  may  be  sought 
under  subsection  (g)  the  Board  may 
withhold  certification  of  payment  pend¬ 
ing  such  review.  The  Managing  Trus¬ 
tee  shall  not  be  held  personally  liable 
for  any  payment  or  payments  made  in 
accordance  with  a  certification  by  the 
Board. 

(j)  When  it  appears  to  the  Board  that 
the  interest  of  an  applicant  entitled  to  a 
payment  would  be  served  thereby,  cer¬ 
tification  of  payment  may  be  made, 
regardless  of  the  legal  competency  or 
incompetency  of  the  individual  entitled 
thereto,  either  for  direct  payment  to 
such  applicant,  or  for  his  use  and  benefit 
to  a  relative  or  some  other  person. 

(k)  Any  payment  made  after  Decem¬ 
ber  31,  1939,  under  conditions  set  forth 
in  subsection  (j),  any  payment  made 
before  January  1,  1940,  to,  or  on  behalf 
of,  a  legally  incompetent  individual,  and 
any  payment  made  after  December  31, 
1939,  to  a  legally  incompetent  individual 
without  knowledge  by  the  Board  of  in¬ 
competency  prior  to  certification  of 
payment,  if  otherwise  valid  under  this 
title,  shall  be  a  complete  settlement  and 
satisfaction  of  any  claim,  right,  or 
interest  in  and  to  such  payment. 

(l)  The  Board  is  authorized  to  dele¬ 
gate  to  any  member,  officer,  or  employee 
of  the  Board  designated  by  it  any  of  the 
powers  conferred  upon  it  by  this  section, 
and  is  authorized  to  be  represented  by 


parties  to  such  hearing.  No  findings 
of  fact  or  decision  of  the  Administrator 
shall  be  reviewed  by  any  person,  tri¬ 
bunal,  or  governmental  agency  except  as 
herein  provided.  No  action  against  the 
United  States,  the  Administrator,  or  any 
officer  or  employee  thereof  shall  be 
brought  under  section  24  of  the  Judicial 
Code  of  the  United  States  to  recover  on 
any  claim  arising  under  this  title. 

(i)  Upon  final  decision  of  the  Admin¬ 
istrator,  or  upon  final  judgment  of  any 
court  of  competent  jurisdiction,  that 
any  person  is  entitled  to  any  payment 
or  payments  under  this  title,  the  Ad¬ 
ministrator  shall  certify  to  the  Manag¬ 
ing  Trustee  the  name  and  address  of  the 
person  so  entitled  to  receive  such  pay¬ 
ment  or  payments,  the  amount  of  such 
payment  or  payments,  and  the  time  at 
which  such  payment  or  payments  should 
be  made,  and  the  Managing  Trustee, 
through  the  Division  of  Disbursement 
of  the  Treasury  Department,  and  prior 
to  any  action  thereon  by  the  General 
Accounting  Office,  shall  make  payment 
in  accordance  with  the  certification  of 
the  Administrator:  Provided,  That  where 
a  review  of  the  Administrator’s  decision 
is  or  may  be  sought  under  subsection  (g) 
the  Administrator  may  withhold  certi¬ 
fication  of  payment  pending  such  re¬ 
view.  The  Managing  Trustee  shall  not 
be  held  personally  liable  for  any  pay¬ 
ment  or  payments  made  in  accordance 
with  a  certification  by  the  Administra¬ 
tor. 

(j)  When  it  appears  to  the  Adminis¬ 
trator  that  the  interest  of  an  applicant 
entitled  to  a  payment  would  be  served 
thereby,  certification  of  payment  may 
be  made,  regardless  of  the  legal  com¬ 
petency  or  incompetency  of  the  individ¬ 
ual  entitled  thereto,  either  for  direct 
payment  to  such  applicant,  or  for  his 
use  and  benefit  to  a  relative  or  some 
other  person. 

(k)  Any  payment  made  after  Decem¬ 
ber  31,  1939,  under  conditions  set  forth 
in  subsection  (j),  any  payment  made 
before  January  1,  1940,  to,  or  on  behalf 
of,  a  legally  incompetent  individual,  and 
any  payment  made  after  December  31, 
1939,  to  a  legally  incompetent  individual 
without  knowledge  by  the  Administra¬ 
tor  of  incompetency  prior  to  certifica¬ 
tion  of  payment,  if  otherwise  valid  under 
this  title,  shall  be  a  complete  settlement 
and  satisfaction  of  any  claim,  right,  or 
interest  in  and  to  such  payment. 

(l)  The  Administrator  is  authorized 
to  delegate  to  any  member,  officer,  or 
employee  of  the  Federal  Security  Agency 
designated  by  him  any  of  the  powers 
conferred  upon  him  by  this  section,  and 
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its  own  attorneys  in  any  court  in  any 
case  or  proceeding  arising  under  the 
provisions  of  subsection  (e). 

***** 

(n)  The  Board  may,  in  its  discretion, 
certify  to  the  Managing  Trustee  any 
two  or  more  individuals  of  the  same 
family  for  joint  payment  of  the  total 
benefits  payable  to  such  individuals. 


***** 

Sec.  209  (o)  (2)  The  Social  Security 
Board  shall  not  make  determinations  as 
to  whether  an  individual  has  performed 
services  which  are  employment  by 
reason  of  this  subsection,  or  the  periods 
of  such  services,  or  the  amounts  of 
remuneration  for  such  services,  or  the 
periods  in  which  or  for  which  such 
remuneration  was  paid,  but  shall  accept 
the  determinations  with  respect  thereto 
of  the  Administrator,  War  Shipping 
Administration,  and  such  agents  as  he 
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is  authorized  to  be  represented  by  his 
own  attorneys  in  any  court  in  any  case 
or  proceeding  arising  under  the  pro¬ 
visions  of  subsection  (e). 

(n)  The  Administrator  may,  in  his 
discretion,  certify  to  the  Managing 
Trustee  any  two  or  more  individuals  of 
the  same  family  for  joint  payment  of  the 
total  benefits  payable  to  such  individ¬ 
uals. 

Crediting  of  compensation  under  the 
Railroad  Retirement  Act 

(o)  If  there  is  no  person  who  would 
be  entitled,  upon  application  therefor, 
to  an  annuity  under  section  5  of  the 
Railroad  Retirement  Act  of  1937,  or  to 
a  lump-sum  payment  under  subsection 
(f)  (1)  of  such  section,  with  respect  to 
the  death  of  an  employee  (as  defined  in 
such  Act),  then,  notwithstanding  section 
210  (a)  (10)  of  this  Act,  compensation 
(as  defined  in  such  Railroad  Retirement 
Act,  but  excluding  compensation  at¬ 
tributable  as  having  been  paid  during 
any  month  on  account  of  military  service 
creditable  under  section  4  of  such  Act 
if  wages  are  deemed  to  have  been  paid 
to  such  employee  during  such  month 
under  section  217  (a)  of  this  Act)  of 
such  employee  shall  constitute  remun¬ 
eration  for  employment  for  purposes  of 
determining  (A)  entitlement  to  and  the 
amount  of  any  lump-sum  death  pay¬ 
ment  under  this  title  on  the  basis  of 
such  employee’s  wages  or  self-employ¬ 
ment  income  and  (B)  entitlement  to  and 
the  amount  of  any  monthly  benefit 
under  this  title,  for  the  month  in  which 
such  employee  died  or  for  any  month 
thereafter,  on  the  basis  of  such  wages  or 
self-employment  income.  For  such  pur¬ 
poses,  compensation  (as  so  defined)  paid 
in  a  calendar  year  shall,  in  the  absence 
of  evidence  to  the  contrary,  be  presumed 
to  have  been  paid  in  equal  proportions 
with  respect  to  all  months  in  the  year  in 
which  the  employee  rendered  services 
for  such  compensation. 

Special  Rules  in  Case  of  Federal  Service 

(p)  (1)  With  respect  to  service  in¬ 
cluded  as  employment  under  section 
210  which  is  performed  in  the  employ 
of  the  United  States  or  in  the  employ  of 
any  instrumentality  which  is  wholly 
owned  by  the  United  States,  the  Admin¬ 
istrator  shall  not  make  determinations 
as  to  whether  an  individual  has  perform¬ 
ed  such  service,  the  periods  of  such 
service,  the  amounts  of  remuneration 
for  such  service  which  constitute  wages 
under  the  provisions  of  section  209,  or 
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may  designate,  as  evidenced  by  returns 
filed  by  such  Administrator  as  an  em¬ 
ployer  pursuant  to  section  1426  (i)  of 
the  Internal  Revenue  Code  and  certifi¬ 
cations  made  pursuant  to  this  subsec¬ 
tion.  Such  determinations  shall  be 
final  and  conclusive. 

(3)  The  Administrator,  War  Shipping 
Administration,  is  authorized  and  direc¬ 
ted,  upon  written  request  of  the  Social 
Security  Board  to  make  certification  to 
it  with  respect  to  any  matter  determin¬ 
able  for  the  Social  Security  Board  by  the 
War  Shipping  Administrator  under  this 
subsection,  which  the  Social  Security 
Board  finds  necessary  in  administering 
this  title. 

* 

Sec.  205  (p)  (2)  The  Social  Security 
Board  shall  not  make  determinations  as 
to  whether  an  individual  has  performed 
services  which  are  employment  by 
reason  of  this  subsection,  the  periods  of 
such  services,  the  amounts  of  remuner¬ 
ation  for  such  services  which  constitutes 
“wages”  under  the  provisions  of  this 
section,  or  the  periods  in  which  or  for 
which  such  wages  were  paid,  but  shall 
accept  the  determinations  with  respect 
thereto  of  the  Administrator,  and  such 
agents  as  he  may  designate,  as  evidenced 
by  returns  filed  by  the  Administrator  as 
an  employer  pursuant  to  section  1426 
(j)  of  the  Internal  Revenue  Code  and 
certifications  made  pursuant  to  this 
subsection.  Such  determinations  shall 
be  final  and  conclusive. 

(3)  The  Administrator  is  authorized 
and  directed,  upon  written  request  of 
the  Board  to  make  certification  to  it 
with  respect  to  any  matter  determinable 
for  the  Board  by  the  Administrator 
under  this  subsection,  which  the  Board 
finds  necessary  in  administering  this 
title. 

sjc  sfc  sf: 

REPRESENTATION  OF  CLAIMANTS  BEFORE 
THE  BOARD 

Sec.  206.  The  Board  may  prescribe 
rules  and  regulations  governing  the 
recognition  of  agents  or  other  persons, 
other  than  attorneys  as  hereinafter 
provided,  representing  claimants  before 
the  Board,  and  may  require  of  such 
agents  or  other  persons,  before  being 
recognized  as  representatives  of  claim¬ 
ants  that  they  shall  show  that  they  are 
of  good  character  and  in  good  repute, 
possessed  of  the  necessary  qualifications 
to  enable  them  to  render  such  claimants 
valuable  service,  and  otherwise  com¬ 
petent  to  advise  and  assist  such  claim¬ 
ants  in  the  presentation  of  their  cases. 
An  attorney  in  good  standing  who  is 
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the  periods  in  which  or  for  which  such 
wages  were  paid,  but  shall  accept  the 
determinations  with  respect  thereto  of 
the  head  of  the  appropriate  Federal 
agency  or  instrumentality,  and  of  such 
agents  as  such  head  may  designate,  as 
evidenced  by  returns  filed  in  accord¬ 
ance  with  the  provisions  of  section  1420 
(e)  of  the  Internal  Revenue  Code  and 
certifications  made  pursuant  to  this  sub¬ 
section.  Such  determinations  shall  be 
final  and  conclusive. 

(2)  The  head  of  any  such  agency  or 
instrumentality  is  authorized  and  direct¬ 
ed  upon  written  request  of  the  Admin¬ 
istrator,  to  make  certification  to  him 
with  respect  to  any  matter  determinable 
for  the  Administrator  by  such  head  or 
his  agents  under  this  subsection,  which 
the  Administrator  finds  necessary  in 
administering  this  title. 

(3)  The  provisions  of  paragraphs  (1) 
and  (2)  shall  be  applicable  in  the  case  of 
service  performed  by  a  civilian  em¬ 
ployee,  not  compensated  from  funds 
appropriated  by  the  Congress,  in  the 
Army  and  Air  Force  Exchange  Serv¬ 
ice,  Army  and  Air  Force  Motion  Picture 
Service,  Navy  Ship’s  Service  Stores, 
Marine  Corps  Post  Exchanges,  or  other 
other  activities,  conducted  by  an  instru¬ 
mentality  of  the  United  States  subject 
to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National 
Military  Establishment  for  the  comfort, 
pleasure,  contentment,  and  mental  and 
physical  improvement  of  personnel  of 
such  Establishment;  and  for  purposes 
of  paragraphs  (1)  and  (2)  the  Secretary 
of  Defense  shall  be  deemed  to  be  the 
head  of  such  instrumentality. 


REPRESENTATION  OF  CLAIMANTS  BEFORE 
THE  ADMINISTRATOR 

Sec.  206.  The  Administrator  may 
prescribe  rules  and  regulations  govern¬ 
ing  the  recognition  of  agents  or  other 
persons,  other  than  attorneys  as  here 
inafter  provided,  representing  claimants 
before  the  Administrator,  and  may 
require  of  such  agents  or  other  persons, 
before  being  recognized  as  representa¬ 
tives  of  claimants  that  they  shall  show 
that  they  are  of  good  character  and  in 
good  repute,  possessed  of  the  necessary 
qualifications  to  enable  them  to  render 
such  claimants  valuable  service,  and 
otherwise  competent  to  advise  and 
assist  such  claimants  in  the  presentation 
of  their  cases.  An  attorney  in  good 
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admitted  to  practice  before  the  highest 
court  of  the  State,  Territory,  District, 
or  insular  possession  of  his  residence  or 
before  the  Supreme  Court  of  the  United 
States  or  the  inferior  Federal  courts, 
shall  be  entitled  to  represent  claimants 
before  the  Board  upon  filing  with  the 
Board  a  certificate  of  his  right  to  so 
practice  from  the  presiding  judge  or 
clerk  of  any  such  court.  The  Board 
may,  after  due  notice  and  opportunity 
for  hearing,  suspend  or  prohibit  from 
further  practice  before  it  any  such 
person,  agent,  or  attorney  who  refuses 
to  comply  with  the  Board’s  rules  and 
regulations  or  who  violates  any  provision 
of  this  section  for  which  a  penalty  is 
prescribed.  The  Board  may,  by  rule 
and  regulation,  prescribe  the  maximum 
fees  which  may  be  charged  for  services 
performed  in  connection  with  any  claim 
before  the  Board  under  this  title,  and 
any  agreement  in  violation  of  such  rules 
and  regulations  shall  be  void.  Any 
person  who  shall,  with  intent  to  de¬ 
fraud,  in  any  manner  willfully  and 
knowingly  deceive,  mislead,  or  threaten 
any  claimant  or  prospective  claimant  or 
beneficiary  under  this  title  by  word, 
circular,  letter  or  advertisement,  or  who 
shall  knowingly  charge  or  collect  directly 
or  indirectly  any  fee  in  excess  of  the 
maximum  fee,  or  make  any  agreement 
directly  or  indirectly  to  charge  or  collect 
any  fee  in  excess  of  the  maximum  fee 
prescribed  by  the  Board,  shall  be  deemed 
guilty  of  a  misdemeanor  and,  upon 
conviction  thereof,  shall  for  each  offense 
be  punished  by  a  fine  not  exceeding  $500 
or  by  imprisonment  not  exceeding  one 
year,  or  both. 


***** 

PENALTIES 

Sec.  208.  Whoever,  for  the  purpose 
of  causing  an  increase  in  any  payment 
authorized  to  be  made  under  this  title, 
or  for  the  purpose  of  causing  any  pay¬ 
ment  to  be  made  where  no  payment  is 
authorized  under  this  title,  shall  make 
or  cause  to  be  made  any  false  statement 
or  representation  (including  any  false 
statement  or  representation  in  connec¬ 
tion  with  any  matter  arising  under  the 
Federal  Insurance  Contributions  Act) 
as  to  the  amount  of  any  wages  paid  or 
received  or  the  period  during  which 
earned  or  paid,  or  whoever  makes  or 
causes  to  be  made  any  false  statement 
of  a  material  fact  in  any  application  for 
any  payment  under  this  title,  or  who¬ 
ever  makes  or  causes  to  be  made  any 
false  statement,  representation,  affi- 
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standing  who  is  admitted  to  practice 
before  the  highest  court  of  the  State, 
Territory,  District,  or  insular  possession 
of  his  residence  or  before  the  Supreme 
Court  of  the  United  States  or  the 
inferior  Federal  courts,  shall  be  entitled 
to  represent  claimants  before  the  Ad¬ 
ministrator  upon  filing  with  the  Ad¬ 
ministrator  a  certificate  of  his  right  to 
so  practice  from  the  presiding  judge  or 
clerk  of  any  such  court.  The  Adminis¬ 
trator  may,  after  due  notice  and  oppor¬ 
tunity  for  hearing,  suspend  or  prohibit 
from  further  practice  before  him  any 
such  person,  agent,  or  attorney  who 
refuses  to  comply  with  the  Administra¬ 
tor’s  rules  and  regulations  or  who 
violates  any  provision  of  this  section  for 
which  a  penalty  is  prescribed.  The 
Administrator  may,  by  rule  and  regula¬ 
tion,  prescribe  the  maximum  fees  which 
may  be  charged  for  services  performed 
in  connection  with  any  claim  before  the 
Administrator  under  this  title,  and  any 
agreement  in  violation  of  such  rules 
and  regulations  shall  be  void.  Any 
person  who  shall,  with  intent  to  de¬ 
fraud,  in  any  manner  willfully  and 
knowingly  deceive,  mislead,  or  threaten 
any  claimant  or  prospective  claimant  or 
beneficiary  under  this  title  by  word, 
circular,  letter  or  advertisement,  or  who 
shall  knowingly  charge  or  collect  directly 
or  indireetly  any  fee  in  excess  of  the 
maximum  fee,  or  make  any  agreement 
directly  or  indirectly  to  charge  or  collect 
any  fee  in  excess  of  the  maximum  fee 
prescribed  by  the  Administrator,  shall  be 
deemed  guilty  of  a  misdemeanor  and, 
upon  conviction  thereof,  shall  for  each 
offense  be  punished  by  a  fine  not  exceed¬ 
ing  $500  or  by  imprisonment  not  exceed¬ 
ing  one  year,  or  both. 

***** 

PENALTIES 

Sec.  208.  Whoever,  for  the  purpose 
of  causing  an  increase  in  any  payment 
authorized  to  be  made  under  this  title, 
or  for  the  purpose  of  causing  any  pay¬ 
ment  to  be  made  where  no  payment  is 
authorized  under  this  title,  shall  make 
or  cause  to  be  made  any  false  statement 
or  representation  (including  any  false 
statement  or  representation  in  connec¬ 
tion  with  any  matter  arising  under 
subchapter  E  of  chapter  1  or  subchapter 
A  or  E  of  chapter  9  of  the  Internal 
Revenue  Code)  as  to  the  amount  of  any 
wages  paid  or  received  or  the  period 
during  which  earned  or  paid,  or  whoever 
makes  or  causes  to  be  made  any  false 
statement  of  a  material  fact  in  any 
application  for  any  payment  under  this 
title,  or  whoever  makes  or  causes  to  be 
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davit,  or  document  in  connection  with 
such  an  application,  shall  be  guilty  of 
a  misdemeanor  and  upon  conviction 
thereof  shall  be  fined  not  more  than 
$1,000  or  imprisoned  for  not  more  than 
one  year,  or  both. 


DEFINITIONS 

Sec.  209.  When  used  in  this  title — 

(a)  The  term  “wages”  means  all 
remuneration  for  employment,  includ¬ 
ing  the  cash  value  of  all  remuneration 
paid  in  any  medium  other  than  cash; 
except  that  such  term  shall  not  include — 

(1)  That  part  of  the  remuneration 
which,  after  remuneration  equal  to 
$3,000  has  been  paid  to  an  individual  by 
an  employer  with  respect  to  employment 
during  any  calendar  year  prior  to  1940, 
is  paid,  prior  to  January  1,  1947,  to  such 
individual  by  such  employer  with  respect 
to  employment  during  such  calendar 
year; 

(2)  That  part  of  the  remuneration 
which,  after  remuneration  equal  to 
$3,000  has  been  paid  to  an  individual 
with  respect  to  employment  during  any 
calendar  year  after  1939,  is  paid  to  such 
individual,  prior  to  January  1,  1947, 
with  respect  to  employment  during  such 
calendar  year; 

(3)  That  part  of  the  remuneration 
which,  after  remuneration  equal  to 
$3,000  with  respect  to  employment  has 
been  paid  to  an  individual  during  any 
calendar  year  after  1946,  is  paid  to  such 
individual  during  such  calendar  year; 

***** 

(7)  Any  remuneration  paid  to  an 
individual  prior  to  January  1,  1937. 

%  sje  s(:  # 

(4)  The  amount  of  any  payment  made 
to,  or  on  behalf  of,  an  employee  under  a 
plan  or  system  established  by  an  em¬ 
ployer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or 
classes  of  his  employees  (including  any 
amount  paid  by  an  employer  for  insur¬ 
ance  or  annuities,  or  into  a  fund,  to 
provide  for  any  such  payment),  on 
account  of  (A)  retirement,  or  (B)  sick¬ 
ness  or  accident  disability,  or  (C)  medi¬ 
cal  and  hospitalization  expenses  in  con¬ 
nection  with  sickness  or  accident  dis¬ 
ability,  or  (D)  death,  provided  the 
employee  (i)  has  not  the  option  to 
receive,  instead  of  provision  for  such 
death  benefit,  any  part  of  such  pay¬ 
ment  or,  if  such  death  benefit  is  insured, 
any  part  of  the  premiums  (or  contribu¬ 
tions  to  premiums)  paid  by  his  employ¬ 
er,  and  (ii)  has  not  the  right,  under  the 


CHANGES  IN  EXISTING  LAW 

made  any  false  statement,  representa¬ 
tion,  affidavit,  or  document  in  connec¬ 
tion  with  such  an  application,  shall  be 
guilty  of  a  misdemeanor  and  upon  con¬ 
viction  thereof  shall  be  fined  not  more 
than  $1,000  or  imprisoned  for  not  more 
than  one  year,  or  both. 

DEFINITION  OF  WAGES 

Sec.  209.  For  the  purposes  of  this 
title,  the  term  “wages”  means  remunera¬ 
tion  paid  prior  to  1951  which  was  wages 
for  the  purposes  of  this  title  under  the 
law  applicable  to  the  payment  of  such 
remuneration,  and  remuneration  paid 
after  1950  for  employment,  including 
the  cash  value  of  all  remuneration  paid 
in  any  medium  other  than  cash;  except 
that,  in  the  case  of  remuneration  paid 
after  1950,  such  term  shall  not  include — 

(a)  That  part  of  the  remuneration 
which,  after  remuneration  (other  than 
remuneration  referred  to  in  the  suc¬ 
ceeding  subsections  of  this  section) 
equal  to  $3,000  with  respect  to  employ¬ 
ment  has  been  paid  to  an  individual 
during  any  calendar  year,  is  paid  to  such 
individual  during  such  calendar  year; 


(b)  The  amount  of  any  payment  (in¬ 
cluding  any  amount  paid  by  an  em¬ 
ployer  for  insurance  or  annuities,  or 
into  a  fund,  to  provide  for  any  such 
payment)  made  to,  or  on  behalf  of,  an 
employee  or  any  of  his  dependents  under 
a  plan  or  system  established  by  an 
employer  which  makes  provision  for  his 
employees  generally  (or  for  his  em¬ 
ployees  generally  and  their  dependents) 
or  for  a  class  or  classes  of  his  employees 
(or  for  a  class  or  classes  of  his  employees 
and  their  dependents),  on  account  of 
(1)  retirement,  or  (2)  sickness  or  acci¬ 
dent  disability,  or  (3)  medical  or  hos¬ 
pitalization  expenses  in  connection  with 
sickness  or  accident  disability,  or  (4) 
death; 

(c)  Any  payment  made  to  an  em¬ 
ployee  (including  any  amount  paid  by 
an  employer  for  insurance  or  annuities, 
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provisions  of  the  plan  or  system  or 
policy  of  insurance  providing  for  such 
death  benefit,  to  assign  such  benefit,  or 
to  receive  a  cash  consideration  in  lieu 
of  such  benefit  either  upon  his  with¬ 
drawal  from  the  plan  or  system  pro¬ 
viding  for  such  benefit  or  upon  ter¬ 
mination  of  such  plan  or  system  or 
policy  of  insurance  or  of  his  employment 
with  such  employer; 


(5)  The  payment  by  an  employer 
(without  deduction  from  the  remuner¬ 
ation  of  the  employee)  (A)  of  the  tax 
imposed  upon  an  employee  under  sec¬ 
tion  1400  of  the  Internal  Revenue  Code 
or  (B)  of  any  payment  required  from 
an  employee  under  a  State  unemploy¬ 
ment  compensation  law, 

(6)  Dismissal  payments  which  the 
employer  is  not  legally  required  to  make, 
or 

***** 


(b)  The  term  “employment”  means 
any  service  performed  after  December 
31,  1936,  and  prior  to  January  1,  1940, 
which  was  employment  as  defined  in 
section  210  (b)  of  the  Social  Security 
Act  prior  to  January  1,  1940  (except 
service  performed  by  an  individual  after 
he  attained  the  age  of  sixty-five  if  per¬ 
formed  prior  to  January  1,  1939),  land 
any  service,  of  whatever  nature,  per- 
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or  into  a  fund,  to  provide  for  any  such 
payment)  on  account  of  retirement; 

(d)  Any  payment  on  account  of  sick¬ 
ness  or  accident  disability,  or  medical  or 
hospitalization  expenses  in  connection 
with  sickness  or  accident  disability, 
made  by  an  employer  to,  or  on  behalf 
of,  an  employee  after  the  expiration  of 
six  calendar  months  following  the  last 
calendar  month  in  which  the  employee 
worked  for  such  employer; 

(e)  Any  payment  made  to,  or  on 
behalf  of,  an  employee  or  his  beneficiary 

(1)  from  or  to  a  trust  exempt  from  tax 
under  section  165  (a)  of  the  Internal 
Revenue  Code  at  the  time  of  such  pay¬ 
ment  unless  such  payment  is  made  to 
an  employee  of  the  trust  as  remunera¬ 
tion  for  services  rendered  as  such  em¬ 
ployee  and  not  as  a  beneficiary  of  the 
trust,  or  (2)  under  or  to  an  annuity 
plan  which,  at  the  time  of  such  pay¬ 
ment,  meets  the  requirements  of  sec¬ 
tion  165  (a)  (3),  (4),  (5),  and  (6)  of 
such  code; 

(f)  The  payment  by  an  employer 
(without  deduction  from  the  remunera¬ 
tion  of  the  employee)  (1)  of  the  tax  im¬ 
posed  upon  an  employee  under  section 
1400  of  the  Internal  Revenue  Code,  or 

(2)  of  any  payment  required  from  an 
employee  under  a  State  unemployment 
compensation  law; 

(g)  Remuneration  paid  in  any  me¬ 
dium  other  than  cash  to  an  employee 
for  service  not  in  the  course  of  the  em¬ 
ployer’s  trade  or  business  or  for  domes¬ 
tic  service  in  a  private  home  of  the 
employer; 

(h)  Remuneration  paid  in  any  me¬ 
dium  other  than  cash  for  agricultural 
labor;  or 

(i)  Any  payment  (other  than  vaca¬ 
tion  or  sick  pay)  made  to  an  employee 
after  the  month  in  which  he  attains 
retirement  age  (as  defined  in  section  216 
(a)),  if  he  did  not  work  for  the  employer 
in  the  period  for  which  such  payment 
is  made. 

DEFINITION  OF  EMPLOYMENT 

Sec.  210.  For  the  purposes  of  this 
title — 

Employment 

(a)  The  term  “employment”  means 
any  service  performed  after  1936  and 
prior  to  1951  which  was  employment 
for  the  purposes  of  this  title  under  the 
law  applicable  to  the  period  in  which 
such  service  was  performed,  and  any 
service,  of  whatever  nature,  performed 
after  1950  either  (A)  by  an  employee 
for  the  person  employing  him,  irrespec¬ 
tive  of  the  citizenship  or  residence  of 
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formed  after  December  31,  1939,  by  aneither,  (i)  within  the  United  States,  or 


employee  for  the  person  employing  him, 
irrespective  of  the  citizenship  or  resi¬ 
dence  of  either,  (A)  within  the  United 
States,  or  (B)  on  or  in  connection  with 
an  American  vessel  under  a  contract  of 
service  which  is  entered  into  within  the 
United  States  or  during  the  perform¬ 
ance  of  which  the  vessel  touches  at  a 
port  in  the  United  States,  if  the  em¬ 
ployee  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  when  outside  the 
United  States,  except — 


(1)  Agricultural  labor  (as  defined  in 
subsection  (e)  of  this  section); 


(2)  Domestic  service  in  a  private 
home,  local  college  club,  or  local  chapter 
of  a  college  fraternity  or  sorority; 


(3)  Casual  labor  not  in  the  course  of 
the  employer’s  trade  of  business; 


(ii)  on  or  in  connection  with  an  Ameri¬ 
can  vessel  or  American  aircraft  under 
a  contract  of  service  which  is  entered 
into  within  the  United  States  or  during 
the  performance  of  which  and  while  the 
employee  is  employed  on  the  vessel  or 
aircraft  it  touches  at  a  port  in  the 
United  States,  if  the  employee  is  em¬ 
ployed  on  and  in  connection  with  such 
vessel  or  aircraft  when  outside  the 
United  States,  or  (B)  outside  the  United 
States  by  a  citizen  of  the  United  States 
as  an  employee  for  an  American  em¬ 
ployer  (as  defined  in  subsection  (e)); 
except  that,  in  the  case  of  service  per¬ 
formed  after  1950,  such  term  shall  not 
include — 

(1)  (A)  Agricultural  labor  (as  defined 
in  subsection  (f)  of  this  section)  per¬ 
formed  in  any  calendar  quarter  by  an 
employee,  unless  the  cash  remuneration 
paid  for  such  labor  is  $50  or  more  and 
such  labor  is  performed  for  an  employer 
by  an  individual  who  is  regularly  em¬ 
ployed  by  such  employer  to  perform 
such  agricultural  labor.  For  the  pur¬ 
poses  of  this  paragraph,  an  individual 
shall  be  deemed  to  be  regularly  em¬ 
ployed  by  an  employer  during  a  cal¬ 
endar  quarter  only  if  (i)  on  each  of  some 
sixty  days  during  such  quarter  such 
individual  performs  agricultural  labor 
for  such  employer  for  some  portion  of 
the  day,  or  (ii)  such  individual  was 
regularly  employed  (as  determined 
under  clause  (i))  by  such  employer 
in  the  performance  of  such  labor  dur¬ 
ing  the  preceding  calendar  quarter; 

(B)  Service  performed  in  connection 
with  the  production  or  harvesting  of 
any  commodity  defined  as  an  agricul¬ 
tural  commodity  in  section  15  (g)  of 
the  Agricultural  Marketing  Act,  as 
amended,  or  in  connection  with  the 
ginning  of  cotton; 

(2)  Domestic  service  performed  in  a 
local  college  club,  or  local  chapter  of  a 
college  fraternity  or  sorority,  by  a 
student  who  is  enrolled  and  is  regularly 
attending  classes  at  a  school,  college,  or 
university; 

(3)  Service  not  in  the  course  of  the 
employer’s  trade  or  business  performed 
in  any  calendar  quarter  by  an  employee, 
unless  the  cash  remuneration  paid  for 
such  service  is  $50  or  more  and  such 
service  is  performed  by  an  individual 
who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For 
the  purposes  of  this  paragraph,  an 
individual  shall  be  deemed  to  be  regu¬ 
larly  employed  by  an  employer  during  a 
calendar  quarter  only  if  (A)  on  each  of 
some^,  twenty-four  days  during  such 
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(4)  Service  performed  by  an  individual 
in  the  employ  of  his  son,  daughter,  or 
spouse,  and  service  performed  by  a  child 
under  the  age  of  twenty-one  in  the  em¬ 
ploy  of  his  father  or  mother; 

(5)  Service  performed  on  or  in  con¬ 
nection  with  a  vessel  not  an  American 
vessel  by  an  employee,  if  the  employee 
is  employed  on  and  in  connection  with 
such  vessel  when  outside  the  United 
States; 

(6)  Service  performed  in  the  employ 
of  the  United  States  Government,  or  of 
an  instrumentality  of  the  United  States 
which  is  (A)  wholly  owned  by  the 
United  States,  or  (B)  exempt  from  the 
tax  imposed  by  section  1410  of  the 
Internal  Revenue  Code  by  virtue  of  any 
other  provision  of  law; 


(o)  (1)  Officers  and  Members  of 
Crews  Employed  by  War  Shipping 
Administration. — The  term  “employ¬ 
ment”  shall  include  such  service  as  is 
determined  by  the  Administrator,  War 
Shipping  Administration,  to  be  per¬ 
formed  after  September  30,  1941,  and 
prior  to  the  termination  of  title  I  of  the 
First  War  Powers  Act,  1941,  on  or  in 
connection  with  any  vessel  by  an  officer 
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quarter  such  individual  performs  for 
such  employer  for  some  portion  of  the 
day  service  not  in  the  course  of  the 
employer’s  trade  or  business,  or  (B)  if 
such  individual  was  regularly  employed 
(as  determined  under  clause  (A))  by 
such  employer  in  the  performance  of 
such  service  during  the  preceding  calen¬ 
dar  quarter.  As  used  in  this  paragraph, 
the  term  “service  not  in  the  course  of  the 
employer’s  trade  or  business”  includes 
domestic  service  in  a  private  home  of  the 
employer; 

(4)  Service  performed  by  an  individual 
in  the  employ  of  his  son,  daughter,  or 
spouse,  and  service  performed  bjr  a  child 
under  the  age  of  twenty-one  in  the  em¬ 
ploy  of  his  father  or  mother; 

(5)  Service  performed  by  an  individual 
on  or  in  connection  with  a  vessel  not  an 
American  vessel,  or  on  or  in  connection 
with  an  aircraft  not  an  American  air¬ 
craft,  if  the  individual  is  employed  on 
and  in  connection  with  such  vessel  or 
aircraft  when  outside  the  United  States; 

(6)  Service  performed  in  the  employ 
of  any  instrumentality  of  the  United 
States,  if  such  instrumentality  is  exempt 
from  the  tax  imposed  by  section  1410  of 
the  Internal  Revenue  Code  by  virtue  of 
any  provision  of  law  which  specifically 
refers  to  such  section  in  granting  such 
exemption; 

(7)  (A)  Service  performed  in  the  em¬ 
ploy  of  the  United  States,  if  such  serv¬ 
ice  is  covered  by  a  retirement  system 
established  by  a  law  of  the  United 
States  or  by  the  agency  for  which  such 
service  is  performed ; 

(B)  Service  performed  in  the  employ 
of  any  instrumentality  of  the  United 
States,  if  such  service  is  covered  by  a 
retirement  system  established  by  a  law 
of  the  United  States; 

(C)  Service  performed  in  the  employ 
of  an  instrumentality  of  the  United 
States  which  is  either  wholly  owned  or 
which,  but  for  the  provisions  of  section 
1412  of  the  Internal  Revenue  Code, 
would  be  exempt  from  the  tax  imposed 
by  section  1410  of  such  code  and  was 
exempt  from  the  tax  imposed  by  section 
1410  of  such  code  on  December  31,  1950, 
except  that  the  provisions  of  this  sub- 
paragraph  shall  not  be  applicable  to — 

(i)  service  performed  in  the  employ  of 
a  national  farm  loan  association,  a  pro¬ 
duction  credit  association,  a  State, 
county,  or  community  committee  under 
the  Production  and  Marketing  Admin¬ 
istration,  a  Federal  credit  union,  the 
Bonneville  Power  Administrator,  or  the 
United  States  Maritime  Commission;  or 

(ii)  service  performed  in  the  employ  of 
the  Tennessee  Valley  Authority  unless 
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or  member  of  the  crew  as  an  employee 
of  the  United  States  employed  through 
the  War  Shipping  Administration  or,  in 
respect  of  such  service  performed  before 
February  11,  1942,  the  United  States 
Maritime  Commission,  but  shall  not 
include  any  such  service  performed  (1) 
under  a  contract  entered  into  without 
the  United  States  and  during  the  per¬ 
formance  of  which  the  vessel  does  not 
touch  at  a  port  in  the  United  States,  or 
(2)  on  a  vessel  documented  under  the 
laws  of  any  foreign  country  and  bare¬ 
boat  chartered  to  the  War  Shipping  Ad¬ 
ministration. 

(p)  (1)  The  term  “employment”  shall 
include  such  service  as  is  determined  by 
the  Bonneville  Power  Administrator 
(hereinafter  called  the  Administrator) 
to  be  performed  after  December  31, 
1945,  by  a  laborer,  mechanic,  or  work¬ 
man,  in  connection  with  construction 
work  or  the  operation  and  maintenance 
of  electrical  facilities,  as  an  employee 
performing  service  for  the  Administra¬ 
tor,  but  shall  not  include  any  service 
performed  by  such  a  laborer,  mechanic, 
or  workman  to  whom  the  Act  of  May 
29,  1930  (46  Stat.  468),  as  amended, 
applies. 

♦  *  :Jc  s|e 
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such  service  is  covered  by  a  retirement 
system  established  by  such  authority;  or 

(iii)  service  performed  by  a  civilian 
employee,  not  compensated  from  funds 
appropriated  by  the  Congress,  in  the 
Army  and  Air  Force  Exchange  Service, 
Army  and  Air  Force  Motion  Picture 
Service,  Navy  Ship’s  Service  Stores, 
Marine  Corps  Post  Exchanges,  or  other 
activities,  conducted  by  an  instrumen¬ 
tality  of  the  United  States  subject  to  the 
jurisdiction  of  the  Secretary  of  Defense, 
at  installations  of  the  National  Military 
Establishment  for  the  comfort,  pleasure, 
contentment,  and  mental  and  physical 
improvement  of  personnel  of  such 
Establishment; 

(D)  Service  performed  in  the  employ 
of  the  United  States  or  in  the  employ 
of  any  instrumentality  of  the  United 
States,  if  such  service  is  performed — 

(i)  as  the  President  or  Vice  President 
of  the  United  States  or  as  a  Member, 
Delegate,  or  Resident  Commissioner,  of 
or  to  the  Congress; 

(ii)  in  the  legislative  branch; 

(iii)  in  the  field  service  of  the  Post 
Office  Department  unless  performed  by 
any  individual  as  an  employee  who  is 
excluded  by  Executive  order  from  the 
operation  of  the  Civil  Service  Retire¬ 
ment  Act  of  1930  because  he  is  serving 
under  a  temporary  appointment  pending 
final  determination  of  eligibility  for  per¬ 
manent  or  indefinite  appointment; 

(iv)  in  or  under  the  Bureau  of  the 
Census  of  the  Department  of  Commerce 
by  temporary  employees  employed  for 
the  taking  of  any  census; 

(v)  by  any  individual  as  an  employee 
who  is  excluded  by  Executive  order  from 
the  operation  of  the  Civil  Service  Re¬ 
tirement  Act  of  1930  because  he  is  paid 
on  a  contract  or  fee  basis; 

(vi)  by  any  individual  as  an  employee 
receiving  nominal  compensation  of  $12 
or  less  per  annum; 

(vii)  in  a  hospital,  home,  or  other 
institution  of  the  United  States  by  a 
patient  or  inmate  thereof; 

(viii)  by  any  individual  as  a  consular 
agent  appointed  under  authority  of 
section  551  of  the  Foreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951); 

(ix)  by  any  individual  as  an  employee 
included  under  section  2  of  the  Act  of 
August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other 
student  employees  of  hospitals  of  the 
Federal  Government;  5  U.  S.  C.,  sec. 
1052) ; 

(x)  by  any  individual  as  an  employee 
serving  on  a  temporary  basis  in  case 
of  fire,  storm,  earthquake,  flood,  or 
other  emergency; 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


221 


EXISTING  LAW 


(7)  Service  performed  in  the  employ 
of  a  State,  or  any  political  subdivision 
thereof,  or  any  instrumentality  of  any 
one  or  more  of  the  foregoing  which  is 
wholly  owned  by  one  or  more  States  or 
political  subdivisions;  and  any  service 
performed  in  the  employ  of  any  instru¬ 
mentality  of  one  or  more  States  or 
political  subdivisions  to  the  extent  that 
the  instrumentality  is,  with  respect  to 
such  service,  immune  under  the  Con¬ 
stitution  of  the  United  States  from  the 
tax  imposed  by  section  1410  of  the 
Internal  Revenue  Code: 


(8)  Service  performed  in  the  employ 
of  a  corporation,  community  chest, 
fund,  or  foundation,  organized  and 
operated  exclusively  for  religious,  charit¬ 
able,  scientific,  literary,  or  educational 
purposes,  or  for  the  prevention  of 
cruelty  to  children  or  animals,  no  part 
of  the  net  earnings  of  which  inures  to 
the  benefit  of  any  private  shareholder  or 
individual,  and  no  substantial  part  of 
the  activities  of  which  is  carrying  on 
propaganda,  or  otherwise  attempting, 
to  influence  legislation; 


(9)  Service  performed  by  an  indi¬ 
vidual  as  an  employee  or  employee 
representative  as  defined  in  section 
1532  of  the  Internal  Revenue  Code; 
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(xi)  by  any  individual  as  an  employee 
who  is  employed  under  a  Federal  relief 
program  to  relieve  him  from  unemploy¬ 
ment;  or 

(xii)  as  a  member  of  a  State,  county, 
or  community  committee  under  the 
Production  and  Marketing  Administra¬ 
tion  or  of  any  other  board,  council, 
committee,  or  other  similar  body,  unless 
such  board,  council,  committee,  or 
other  body  is  composed  exclusively  of 
individuals  otherwise  in  the  full-time 
employ  of  the  United  States; 

(8)  Service  (other  than  service  in¬ 
cluded  under  an  agreement  under 
section  218)  performed  in  the  employ  of 
a  State,  or  any  political  subdivision 
thereof,  or  any  instrumentality  of  any 
one  or  more  of  the  foregoing  which  is 
wholly  owned  by  one  or  more  States  or 
political  subdivisions;  and  any  service 
(other  than  service  included  under  an 
agreement  under  section  218)  performed 
in  the  employ  of  any  instrumentality 
of  one  or  more  States  or  political  sub¬ 
divisions  to  the  extent  that  the  instru¬ 
mentality  is,  with  respect  to  such 
service,  immune  under  the  Constitution 
of  the  United  States  from  the  tax  im¬ 
posed  by  section  1410  of  the  Internal 
Revenue  Code; 

(9)  (A)  Service  performed  by  a  duly 
ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of 
his  ministry  or  by  a  member  of  a  reli¬ 
gious  order  in  the  exercise  of  duties 
required  by  such  order: 

(B)  Service  in  the  employ  of — 

(i)  a  corporation,  fund,  or  foundation 
which  is  exempt  from  income  tax  under 
section  101  (6)  of  the  Internal  Revenue 
Code  and  is  organized  and  operated 
primarily  for  religious  purposes;  or 

(ii)  a  corporation,  fund,  or  foundation 
which  is  exempt  from  income  tax  under 
section  101  (6)  of  the  Internal  Revenue 
Code  and  is  owned  and  operated  by  one 
or  more  corporations,  funds,  or  founda¬ 
tions  included  under  clause  (i)  hereof; 
unless  such  service  is  performed  on  or 
after  the  first  day  of  the  calendar 
quarter  following  the  calendar  quarter 
in  which  such  corporation,  fund,  or 
foundation  files  (whether  filed  on,  before, 
or  after  January  1,  1951,  with  the 
Commissioner  of  Internal  Revenue  a 
statement  that  it  desires  to  have  the 
insurance  system  established  by  this 
title  extended  to  services  performed  by 
its  employees; 

(10)  Service  performed  by  an  indi 
vidual  as  an  employee  or  employee 
representative  as  defined  in  section 
1532  of  the  Internal  Revenue  Code; 
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(10)  (A)  Service  performed  in  any 
calendar  quarter  in  the  employ  of  any 
organization  exempt  from  income  tax 
under  section  101  of  the  Internal 
Revenue  Code,  if — • 

(i)  the  remuneration  for  such  service 
does  not  exceed  $45,  or 

(11)  such  service  is  in  connection  with 
the  collection  of  dues  or  premiums  for  a 
fraternal  beneficiary  society,  order,  or 
association,  and  is  performed  away  from 
the  home  office,  or  is  ritualistic  service 
in  connection  with  any  such  society, 
order,  or  association,  or 

(iii)  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly 
attending  classes  at  a  school,  college,  or 
university; 

(B)  Service  performed  in  the  employ 
of  an  agricultural  or  horticultural  organ¬ 
ization  exempt  from  income  tax  under 
section  101  (1)  of  the  Internal  Revenue 
Code; 

(C)  Service  performed  in  the  employ 
of  a  voluntary  employees’  beneficiary 
association  providing  for  the  payment 
of  life,  sick,  accident,  or  other  benefits 
to  the  members  of  such  association  or 
their  dependents,  if  (i)  no  part  of  its  net 
earnings  inures  (other  than  through  such 
payments)  to  the  benefit  of  any  private 
shareholder  or  individual,  and  (ii)  85 
per  centum  or  more  of  the  income  con¬ 
sists  of  amounts  collected  from  members 
for  the  sole  purpose  of  making  such 
payments  and  meeting  expenses; 

(D)  Service  performed  in  the  employ 
of  a  voluntary  employees’  beneficiary 
association  providing  for  the  payment 
of  life,  sick,  accident,  or  other  benefits 
to  the  members  of  such  association  or 
their  dependents  or  their  designated 
beneficiaries,  if  (i)  admission  to  mem¬ 
bership  in  such  association  is  limited 
to  individuals  who  are  officers  or  em¬ 
ployees  of  the  United  States  Govern¬ 
ment,  and  (ii)  no  part  of  the  net  earnings 
of  such  association  inures  (other  than 
through  such  payments)  to  the  benefit 
of  any  private  shareholder  or  individual; 

(E)  Service  performed  in  any  calen¬ 
dar  quarter  in  the  employ  of  a  school, 
college,  or  university,  not  exempt  from 
income  tax  under  section  101  of  the  In¬ 
ternal  Revenue  Code,  if  such  service  is 
performed  by  a  student  who  is  enrolled 
and  is  regularly  attending  classes  at  such 
school,  college,  or  university,  and  the 
remuneration  for  such  service  does  not 
exceed  $45  (exclusive  of  room,  board, 
and  tuition) ; 

(11)  Service  performed  in  the  employ 
of  a  foreign  government  (including  serv¬ 
ice  as  a  consular  or  other  officer  or  em¬ 
ployee  or  a  nondiplomatic  representa¬ 
tive)  ; 
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(11)  (A)  Service  performed  in  any 
calendar  quarter  in  the  employ  of  any 
organization  exempt  from  income  tax 
under  section  101  of  the  Internal 
Revenue  Code,  if  the  remuneration  for 
such  service  is  less  than  $50; 


(B)  Service  performed  in  the  employ 
of  a  school,  college,  or  university  if  such 
service  is  performed  by  a  student  who 
is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or 
university; 


(12)  Service  performed  in  the  employ 
of  a  foreign  government  (including  serv¬ 
ice  as  a  consular  or  other  officer  or  em¬ 
ployee  or  a  nondiplomatic  representa¬ 
tive)  ; 
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(12)  Service  performed  in  the  employ 
of  an  instrumentality  wholly  owned  by 
a  foreign  government — 

(A)  If  the  service  is  of  a  character 
similar  to  that  performed  in  foreign 
countries  by  employees  of  the  United 
States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

(B)  If  the  Secretary  of  State  shall 
certify  to  the  Secretary  of  the  Treasury 
that  the  foreign  government,  with  re¬ 
spect  to  whose  instrumentality  and  em¬ 
ployees  thereof  exemption  te  claimed, 
grants  an  equivalent  exemption  with 
respect  to  similar  service  performed  in 
the  foreign  country  by  employees  of  the 
United  States  Government  and  of 
instrumentalities  thereof ; 

(13)  Service  performed  as  a  student 
nurse  in  the  employ  of  a  hospital  or  a 
nurses’  training  school  by  an  individual 
who  is  enrolled  and  is  regularly  attend¬ 
ing  classes  in  a  nurses’  training  school 
chartered  or  approved  pursuant  to 
State  law;  and  service  performed  as  an 
intern  in  the  employ  of  a  hospital  by 
an  individual  who  has  completed  a  four 
years’  course  in  a  medical  school  char¬ 
tered  or  approved  pursuant  to  State  law ; 

(14)  Service  performed  by  an  indi¬ 
vidual  in  (or  as  an  officer  or  member  of 
the  crew  of  a  vessel  while  it  is  engaged 
in)  the  catching,  taking,  harvesting, 
cultivating,  or  farming  of  any  kind  of 
fish,  shellfish,  Crustacea,  sponges,  sea¬ 
weeds,  or  other  aquatic  forms  of  animal 
and  vegetable  life  (including  service 
performed  by  any  such  individual  as  an 
ordinary  incident  to  any  such  activity), 
except  (A)  service  performed  in  connec¬ 
tion  with  the  catching  or  taking  of 
salmon  or  halibut,  for  commercial  pur¬ 
poses,  and  (B)  service  performed  on  or 
in  connection  with  a  vessel  of  more  than 
ten  net  tons  (determined  in  the  manner 
provided  for  determining  the  register 
tonnage  of  merchant  vessels  under  the 
laws  of  the  United  States); 

(15)  (A)  Service  performed  by  an 
individual  under  the  age  of  eighteen  in 
the  delivery  or  distribution  of  news¬ 
papers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for 
subsequent  delivery  or  distribution; 

(B)  Service  performed  by  an  indi¬ 
vidual  in,  and  at  the  time  of,  the  sale 
of  newspapers  or  magazines  to  ultimate 
consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are 
to  be  sold  by  him  at  a  fixed  price  his 
compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the 
amount  at  which  the  newspapers  or 
magazines  are  charged  to  him,  whether 
or  not  he  is  guaranteed  a  minimum 
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(13)  Service  performed  in  the  employ 
of  an  instrumentality  wholly  owned  by 
a  foreign  government — 

(A)  If  the  service  is  of  a  character 
similar  to  that  performed  in  foreign 
countries  by  employees  of  the  United 
States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

(B)  If  the  Secretary  of  State  shall 
certify  to  the  Secretary  of  the  Treasury 
that  the  foreign  government,  with  re¬ 
spect  to  whose  instrumentality  and  em¬ 
ployees  thereof  exemption  is  claimed, 
grants  an  equivalent  exemption  with 
respect  to  similar  service  performed  in 
the  foreign  country  by  employees  of  the 
United  States  Government  and  of 
instrumentalities  thereof ; 

(14)  Service  performed  as  a  student 
nurse  in  the  employ  of  a  hospital  or  a 
nurses’  training  school  by  an  individual 
who  is  enrolled  and  is  regularly  attend¬ 
ing  classes  in  a  nurses’  training  school 
chartered  or  approved  pursuant  to 
State  law;  and  service  performed  as  an 
intern  in  the  employ  of  a  hospital  by 
an  individual  who  has  completed  a  four 
years’  course  in  a  medical  school  char¬ 
tered  or  approved  pursuant  to  State  law; 

(15)  Service  performed  by  an  indi¬ 
vidual  in  (or  as  an  officer  or  member  of 
the  crew  of  a  vessel  while  it  is  engaged 
in)  the  catching,  taking,  harvesting, 
cultivating,  or  farming  of  any  kind  of 
fish,  shellfish,  Crustacea,  sponges,  sea¬ 
weeds,  or  other  aquatic  forms  of  animal 
and  vegetable  life  (including  service 
performed  by  any  such  individual  as  an 
ordinary  incident  to  any  such  activity), 
except  (A)  service  performed  in  connec¬ 
tion  with  the  catching  or  taking  of 
salmon  or  halibut,  for  commercial  pur¬ 
poses,  and  (B)  service  performed  on  or 
in  connection  with  a  vessel  of  more  than 
ten  net  tons  (determined  in  the  manner 
provided  for  determining  the  register 
tonnage  of  merchant  vessels  under  the 
laws  of  the  United  States) ; 

(16)  (A)  Service  performed  by  an 
individual  under  the  age  of  eighteen  in 
the  delivery  or  distribution  of  news¬ 
papers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for 
subsequent  delivery  or  distribution; 

(B)  Service  performed  by  an  indi¬ 
vidual  in,  and  at  the  time  of,  the  sale  of 
newspapers  or  magazines  to  ultimate 
consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are 
to  be  sold  by  him  at  a  fixed  price,  his 
compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the 
amount  at  which  the  newspapers  or 
magazines  are  charged  to  him,  whether 
or  not  he  is  guaranteed  a  minimum 
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amount  of  compensation  for  such  serv¬ 
ice,  or  is  entitled  to  be  credited  with 
the  unsold  newspapers  or  magazines 
turned  back;  or 

(16)  Service  performed  in  the  employ 
of  an  international  organization  entitled 
to  enjoy  privileges,  exemptions,  and 
immunities  as  an  international  organi¬ 
zation  under  the  International  Organi¬ 
zations  Immunities  Act. 


(c)  If  the  services  performed  during 
one-half  or  more  of  any  pay  period  by  an 
employee  for  the  person  employing  him 
constitute  employment,  all  the  services 
of  such  employee  for  such  period  shall 
be  deemed  to  be  employment;  but  if  the 
services  performed  during  more  than 
one-half  of  any  such  pay  period  by  an 
employee  for  the  person  employing  him 
do  not  constitute  employment,  then 
none  of  the  services  of  such  employee 
for  such  period  shall  be  deemed  to  be 
employment.  As  used  in  this  subsec¬ 
tion  the  term  “pay  period”  means  a 
period  (of  not  more  than  thirty-one  con¬ 
secutive  days)  for  which  a  payment  of 
remuneration  is  ordinarily  made  to  the 
employee  by  the  person  employing  him. 
This  subsection  shall  not  be  applicable 
with  respect  to  services  performed  in  a 
pay  period  by  an  employee  for  the  person 
employing  him,  where  any  of  such  serv¬ 
ice  is  excepted  by  paragraph  (9)  of  sub¬ 
section  (b). 


(d)  The  term  “American  vessel” 
means  any  vessel  documented  or  num¬ 
bered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which 
is  neither  documented  or  numbered 
under  the  laws  of  the  United  States 
nor  documented  under  the  laws  of  any 
foreign  country,  if  its  crew  is  employed 
solely  by  one  or  more  citizens  or  resi¬ 
dents  of  the  United  States  or  corpora¬ 
tions  organized  under  the  laws  of  the 
United  States  or  of  any  State. 

♦  *  *  *  * 
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amount  of  compensation  for  such  serv¬ 
ice,  or  is  entitled  to  be  credited  with 
the  unsold  newspapers  or  magazines 
turned  back;  or 

(17)  Service  performed  in  the  employ 
of  an  international  organization  entitled 
to  enjoy  privileges,  exemptions,  and 
immunities  as  an  international  organi¬ 
zation  under  the  International  Organi¬ 
zations  Immunities  Act  (59  Stat.  669). 

Included  and  Excluded  Service 

(b)  If  the  services  performed  during 
one-half  or  more  of  any  pay  period  by 
an  employee  for  the  person  employing 
him  constitute  employment,  all  the 
services  of  such  employee  for  such  period 
shall  be  deemed  to  be  employment;  but 
if  the  services  performed  during  more 
than  one-half  of  any  such  pay  period  by 
an  employee  for  the  person  employing 
him  do  not  constitute  employment,  then 
none  of  the  services  of  such  employee 
for  such  period  shall  be  deemed  to  be 
employment.  As  used  in  this  subsec¬ 
tion,  the  term  “pay  period”  means  a 
period  (of  not  more  than  thirty-one 
consecutive  days)  for  which  a  payment 
of  remuneration  is  ordinarily  made  to 
the  employee  by  the  person  employing 
him.  This  subsection  shall  not  be  ap¬ 
plicable  with  respect  to  services  per¬ 
formed  in  a  pay  period  by  an  employee 
for  the  person  employing  him,  where  any 
of  such  service  is  excepted  by  paragraph 
(10)  of  subsection  (a). 

• 

American  Vessel 

(c)  The  term  “American  vessel” 
means  any  vessel  documented  or  num¬ 
bered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which  is 
neither  documented  or  numbered  under 
the  laws  of  the  United  States  nor  docu¬ 
mented  under  the  laws  of  any  foreign 
country,  if  its  crew  is  employed  sblely 
by  one  or  more  citizens  or  residents  of 
the  United  States  or  corporations  or¬ 
ganized  under  the  laws  of  the  United 
States  or  of  any  State. 

American  Aircraft 

(d)  The  term  “American  aircraft” 
means  an  aircraft  registered  under  the 
laws  of  the  United  States. 

American  employer 

(e)  The  term  “American  employer” 
means  an  employer  which  is,  (1)  the 
United  States  or  any  instrumentality 
thereof,  (2)  a  State  or  any  political 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


225 


EXISTING  LAW 


(1)  The  terra  “agricultural  labor”  in¬ 
cludes  all  service  performed — 

(1)  On  a  farm,  in  the  employ  of  any 
person,  in  connection  with  cultivating 
the  soil,  or  in  connection  with  raising  or 
harvesting  any  agricultural  or  horti¬ 
cultural  commodity,  including  the  rais¬ 
ing,  shearing,  feeding,  caring  for,  train¬ 
ing,  and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and 
wildlife. 

(2)  In  the  employ  of  the  owner  or 
tenant  or  other  operator  of  a  farm,  in 
connection  with  the  operation,  manage¬ 
ment,  conservation,  improvement,  or 
maintenance  of  such  farm  and  its  tools 
and  equipment,  or  in  salvaging  timber 
or  clearing  land  of  brush  and  other  debris 
left  by  a  hurricane,  if  the  major  part  of 
such  service  is  performed  on  a  farm. 

(3)  In  connection  with  the  produc¬ 
tion  or  harvesting  of  maple  sirup  or 
maple  sugar  or  any  commodity  defined 
as  an  agricultural  commodity  in  section 
15  (g)  of  the  Agricultural  Marketing 
Act,  as  amended,  or  in  connection  with 
the  raising  or  harvesting  of  mushrooms, 
or  in  connection  with  the  hatching  of 
poultry,  or  in  connection  with  the  gin¬ 
ning  of  cotton,  or  in  connection  with  the 
operation  or  maintenance  of  ditches, 
canals,  reservoirs,  or  waterways  used 
exclusively  for  [supplying  and  storing 
water  for  farming  purposes. 

(4)  In  handling,  planting,  drying, 
packing,  packaging,  processing,  freezing, 
grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  trans¬ 
portation  to  market,  any  agricultural  or 
horticultural  commodity;  but  only  if 
such  service  is  performed  as  an  incident 
to  ordinary  farming  operations  or,  in 
the  case  of  fruits  and  vegetables,  as  an 
incident  to  the  preparation  of  such 
fruits  or  vegetables  for  market.  The 
provisions  of  this  paragraph  shall  not 
be  deemed  to  be  applicable  with  respect 
to  service  performed  in  connection  with 
commercial  canning  or  commercial  freez- 
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subdivision  thereof,  or  any  instrumen¬ 
tality  of  any  one  or  more  of  the  foregoing, 
(3)  an  individual  who  is  a  resident  of  the 
United  States,  (4)  a  partnership,  if 
two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (5)  a 
trust,  if  all  of  the  trustees  are  residents 
of  the  United  States,  or  (6)  a  corporation 
organized  under  the  laws  of  the  United 
States  or  of  any  State. 

Agricultural  Labor 

(f)  The  term  “agricultural  labor”  in¬ 
cludes  all  service  performed — 

(1)  On  a  farm,  in  the  employ  of  any 
person,  in  connection  with  cultivating 
the  soil,  or  in  connection  with  the  raising 
or  harvesting  any  agricultural  or  horti¬ 
cultural  commodity,  including  the  rais¬ 
ing,  shearing,  feeding,  caring  for, 
training,  and  management  of  livestock, 
bees,  poultry,  and  fur-bearing  animals 
and  wildlife. 


(2)  In  the  employ  of  the  owner  or 
tenant  or  other  operator  of  a  farm,  in 
connection  with  the  operation,  manage¬ 
ment,  conservation,  improvement,  or 
maintenance  of  such  farm  and  its  tools 
and  equipment,  or  in  salvaging  timber 
or  clearing  land  of  brush  and  other  debris 
left  by  a  hurricane,  if  the  major  part  of 
such  service  is  performed  on  a  farm. 

(3)  In  connection  with  the  production 
or  harvesting  of  any  commodity  defined 
as  an  agricultural  commodity  in  section 
15  (g)  of  the  Agricultural  Marketing 
Act,  as  amended,  or  in  connection  with 
the  ginning  of  cotton,  or  in  connection 
with  the  operation  or  maintenance  of 
ditches,  canals,  reservoirs,  or  waterways 
not  owned  or  operated  for  profit,  used 
exclusively  for  supplying  and  storing 
water  for  farming  purposes. 


(4)  (A)  In  the  employ  of  the  operator 
of  a  farm  in  handling,  planting,  drying, 
packing,  packaging,  processing,  freezing, 
grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  trans¬ 
portation  to  market,  in  its  unmanufac¬ 
tured  state,  any  agricultural  or  horti¬ 
cultural  commodity;  but  only  if  such 
operator  produced  more  than  one-half 
of  the  commodity  with  respect  to  which 
such  service  is  performed. 
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ing  or  in  connection  with  any  agricul¬ 
tural  or  horticultural  commodity  after 
its  delivery  to  a  terminal  market  for 
distribution  for  consumption. 


As  used  in  this  subsection,  the  term 
“farm”  includes  stock,  dairy,  poultry, 
fruit,  fur-bearing  animal,  and  truck 
farms,  plantations,  ranches,  nurseries, 
ranges,  greenhouses  or  other  similar 
structures  used  primarily  for  the  raising 
of  agricultural  or  horticultural  com¬ 
modities,  and  orchards. 

*  *  *  *  * 


[Sec.  1101.]  (a)  When  used  in  this  Act — 
(1)  The  term  “State”  includes  Alaska, 
Hawaii,  and  the  District  of  Columbia, 
and  when  used  in  Title  V  includes 
Puerto  Rico  and  the  Virgin  Islands. 


[Sec.  1101.  (a)]  (2)  The  term  “United 
States”  when  used  in  a  geographical 
sense  means  the  States,  Alaska,  Hawaii, 
and  the  District  of  Columbia. 
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(B)  In  the  employ  of  a  group  of  opera¬ 
tors  of  farms  (other  than  a  cooperative 
organization)  in  the  performance  of 
service  described  in  subparagraph  (A), 
but  only  if  such  operators  produced  all 
of  the  commodity  with  respect  to  which 
such  service  is  performed.  For  the 
purposes  of  this  subparagraph,  any 
unincorporated  group  of  operators  shall 
be  deemed  a  cooperative  organization 
if  the  number  of  operators  comprising 
such  group  is  more  than  twenty  at  any 
time  during  the  calendar  quarter  in 
which  such  service  is  performed. 

(5)  On  a  farm  operated  for  profit  if 
such  service  is  not  in  the  course  of  the 
employer’s  trade  or  business  or  is 
domestic  service  in  a  private  home  of 
the  employer. 

The  provisions  of  subparagraphs  (A) 
and  (B)  of  paragraph  (4)  shall  not  be 
deemed  to  be  applicable  with  respect 
to  service  performed  in  connection  with 
commercial  canning  or  commercial 
freezing  or  in  connection  with  any 
agricultural  or  horticultural  commodity 
after  its  delivery  to  a  terminal  market 
for  distribution  for  consumption. 

Farm 

(g)  The  term  “farm”  includes  stock, 
dairy,  poultry,  fruit,  fur-bearing  animal, 
and  truck  farms,  plantations,  ranches, 
nurseries,  ranges,  greenhouses  or  other 
similar  structures  used  primarily  for  the 
raising  of  agricultural  or  horticultural 
commodities,  and  orchards. 


State 

(h)  The  term  “State”  includes  Alaska, 
Hawaii,  the  District  of  Columbia,  and 
the  Virgin  Islands;  and  on  and  after  the 
effective  date  specified  in  section  219 
such  term  includes  Puerto  Rico. 

United  States 

(i)  The  term  “United  States”  when 
used  in  a  geographical  sense  means  the 
States,  Alaska,  Hawaii,  the  District  of 
Columbia,  and  the  Virgin  Islands;  and 
on  and  after  the  effective  date  specified 
in  section  219  such  term  includes  Puerto 
Rico. 

Citizen  of  Puerto  Rico 

(j)  An  individual  who  is  a  citizen  of 
Puerto  Rico  (but  not  otherwise  a  citizen 
of  the  United  States)  and  who  is  not  a 
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[Sec.  1101  (a)]  (6)  The  term  “em¬ 
ployee”  includes  an  officer  of  a  corpora¬ 
tion,  but  such  term  does  not  include  (1) 
any  individual  who,  under  the  usual 
common-law  rules  applicable  in  deter¬ 
mining  the  employer-employee  relation¬ 
ship,  has  the  status  of  an  independent 
contractor  or  (2)  any  individual  (except 
an  officer  of  a  corporation)  who  is  not 
an  employee  under  such  common-law 
rules. 


CHANGES  IN  EXISTING  LAW 

resident  of  the  United  States  shall  not  be 
considered,  for  the  purposes  of  this  sec¬ 
tion,  as  a  citizen  of  the  United  States 
prior  to  the  effective  date  specified  in 
section  219. 

Employee 

(k)  The  term  “employee”  means — 

(l)  any  officer  of  a  corporation;  or 

(2)  any  individual  who,  under  the 
usual  common  law  rules  applicable  in 
.determining  the  employer-employee  re- 
^tionship,  has  the  status  of  an  em¬ 
ployee;  or 

(3)  any  individual  (other  than  an 
individual  who  is  an  employee  under 
paragraph  (1)  or  (2)  of  this  subsection) 
who  performs  services  for  remuneration 
for  any  person — - 

(A)  as  an  agent-driver  or  commission- 
driver  engaged  in  distributing  meat 
products,  bakery  products,  or  laundry 
or  dry-cleaning  services;  or 

(B)  as  a  full-time  life  insurance  sales¬ 
man;  if  the  contract  of  service  con¬ 
templates  that  substantially  all  of  such 
services  are  to  be  performed  personally 
by  such  individual;  except  that  an 
individual  shall  not  be  included  in  the 
term  “employee”  under  the  provisions 
of  this  paragraph  if  such  individual  has 
a  substantial  investment  in  facilities 
used  in  connection  with  the  performance 
of  such  services  (other  than  in  facilities 
for  transportation),  or  if  the  services 
are  in  the  nature  of  a  single  transaction 
not  part  of  a  continuing  relationship 
with  the  person  for  whom  the  services 
are  performed. 

SELF-EMPLOYMENT 

Sec.  211.  For  the  purposes  of  this 
title — 

Net  Earnings  From  Self-Employment 

(a)  The  term  “net  earnings  from  self- 
employment”  means  the  gross  income, 
as  computed  under  chapter  1  of  the 
Internal  Revenue  Code,  derived  by  an 
individual  from  any  trade  or  business 
carried  on  by  such  individual,  less  the 
deductions  allowed  under  such  chapter 
which  are  attributable  to  such  trade  or 
business,  plus  his  distributive  share 
(whether  or  not  distributed)  of  the 
ordinary  net  income  or  loss,  as  com¬ 
puted  under  section  183  of  such  code, 
from  any  trade  or  business  carried  on 
by  a  partnership  of  which  he  is  a  mem¬ 
ber;  except  that  in  computing  such  gross 
income  and  deductions  and  such  dis¬ 
tributive  share  of  partnership  ordinary 
net  income  or  loss — 


228 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


EXISTING  LAW 


CHANGES  IN  EXISTING  LAW 

(1)  There  shall  be  excluded  rentals 
from  real  estate  (including  personal 
property  leased  with  the  real  estate) 
and  deductions  attributable  thereto, 
unless  such  rentals  are  received  in  the 
course  of  a  trade  or  business  as  a  real- 
estate  dealer; 

(2)  There  shall  be  excluded  income 
derived  from  any  trade  or  business  in 
which,  if  the  trade  or  business  were 
carried  on  exclusively  by  employees,  the 
major  portion  of  the  services  would  con¬ 
stitute  agricultural  labor  as  defined  in 
section  210  (f);  and  there  shall  be  ex¬ 
cluded  all  deductions  attributable  to 
such  income; 

(3)  There  shall  be  excluded  dividends 
on  any  share  of  stock,  and  interest  on 
any  bond,  deventure,  note,  or  certificate, 
or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered 
form  by  any  corporation  (including  one 
issued  by  a  government  or  political  sub¬ 
division  thereof)  unless  such  dividends 
and  interest  (other  than  interest  de¬ 
scribed  in  section  25  (a)  of  the  Internal 
Revenue  Code)  are  received  in  the 
course  of  a  trade  or  business  as  a  dealer 
in  stocks  or  securities; 

(4)  There  shall  be  excluded  any  gain 
or  loss  (A)  which  is  considered  under 
chapter  1  of  the  Internal  Revenue  Code 
as  gain  or  loss  from  the  sale  or  exchange 
of  a  capital  asset,  (B)  from  the  cutting  or 
disposal  of  timber  if  section  117  (j)  of 
such  code  is  applicable  to  such  gain  or 
loss,  or  (C)  from  the  sale,  exchange, 
involuntary  conversion,  or  other  dis¬ 
position  of  property  if  such  property 
is  neither  (i)  stock  in  trade  or  other 
property  of  a  kind  which  would  properly 
be  includible  in  inventory  if  on  hand 
at  the  close  of  the  taxable  year,  nor 
(ii)  property  held  primarily  for  sale  to 
customers  in  the  ordinary  course  of  the 
trade  or  business; 

(5)  The  deduction  for  net  operating 
losses  provided  in  section  23  (s)  of  such 
code  shall  not  be  allowed; 

(6)  (A)  If  any  of  the  income  derived 
from  a  trade  or  business  (other  than 
a  trade  or  business  carried  on  by  a 
partnership)  is  community  income  under 
community  property  laws  applicable  to 
such  income,  all  of  the  gross  income  and 
deductions  attributable  to  such  trade 
or  business  shall  be  treated  as  the  gross 
income  and  deductions  of  the  husband 
unless  the  wife  exercises  substantially 
all  of  the  management  and  control  of 
such  trade  or  business,  in  which  case 
all  of  such  gross  income  and  deductions 
shalljbe  treated  as  the  gross  income  and 
deductions  of  the  wife; 
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(B)  If  any  portion  of  a  partner’s  dis¬ 
tributive  share  of  the  ordinary  net 
income  or  loss  from  a  trade  or  business 
carried  on  by  a  partnership  is  com¬ 
munity  income  or  loss  under  the  com¬ 
munity  property  laws  applicable  to  such 
share,  all  of  such  distributive  share  shall 
be  included  in  computing  the  net  earn¬ 
ings  from  self-employment  of  such 
partner,  and  no  part  of  such  share  shall 
be  taken  into  account  in  computing 
the  net  earnings  from  self-employment 
of  the  spouse  of  such  partner; 

(7)  In  the  case  of  any  taxable  year 
beginning  on  or  after  the  effective  date 
specified  in  section  219,  (A)  the  term 
“possession  of  the  United  States”  as 
used  in  section  251  of  the  Internal 
Revenue  Code  shall  not  include  Puerto 
Rico,  and  (B)  a  citizen  or  resident  of 
Puerto  Rico  shall  compute  his  net  earn¬ 
ings  from  self-employment  in  the  same 
manner  as  a  citizen  of  the  United  States 
and  without  regard  to  the  provisions 
of  section  252  of  such  code. 

If  the  taxable  year  of  a  partner  is  dif¬ 
ferent  from  that  of  the  partnership,  the 
distributive  share  which  he  is  required 
to  include  in  computing  his  net  earnings 
from  self-employment  shall  be  based 
upon  the  ordinary  net  income  or  loss 
of  the  partnership  for  any  taxable  year 
of  the  partnership  (even  though  begin¬ 
ning  prior  to  1951)  ending  within  or 
with  his  taxable  year. 

Self-Employment  Income 

(b)  The  term  “self -employment  in¬ 
come”  means  the  net  earnings  from 
self-employment  derived  by  an  individ¬ 
ual  (other  than  a  nonresident  alien 
individual)  during  any  taxable  year 
beginning  after  1950;  except  that  such 
term  shall  not  include — - 

(1)  That  part  of  the  net  earnings 
from  self-employment  which  is  in  excess 
of:  (A)  $3,000,  minus  (B)  the  amount 
of  the  wages  paid  to  such  individual 
during  the  taxable  year;  or 

(2)  The  net  earnings  from  self-em¬ 
ployment,  if  such  net  earnings  for  the 
taxable  year  are  less  than  $400. 

In  the  case  of  any  taxable  year  beginning 
prior  to  the  effective  date  specified  in 
section  219,  an  individual  who  is  a  citi¬ 
zen  of  Puerto  Rico  (but  not  otherwise 
a  citizen  of  the  United  States)  and  who 
is  not  a  resident  of  the  United  States 
during  such  taxable  year  shall  be  con¬ 
sidered,  for  the  purposes  of  this  subsec¬ 
tion,  as  a  nonresident  alien  individual. 
An  individual  who  is  not  a  citizen  of  the 
United  States  but  who  is  a  resident  of 
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the  Virgin  Islands  or  (after  the  effective 
date  specified  in  section  219)  a  resident 
of  Puerto  Rico  shall  not,  for  the  purposes 
of  this  subsection,  be  considered  to  be 
a  nonresident  alien  individual. 

Trade  or  Business 

(c)  The  term  “trade  or  business,”  when 
used  with  reference  to  self-employment 
income  or  net  earnings  from  self-employ¬ 
ment,  shall  have  the  same  meaning  as 
when  used  in  section  23  of  the  Internal 
Revenue  Code,  except  that  such  term 
shall  not  include — 

(1)  The  performance  of  the  functions 
of  a  public  office; 

(2)  The  performance  of  service  by  an 
individual  as  an  employee  (other  than 
service  described  hi  section  210  (a)  (16) 
(B)  performed  by  an  individual  who  has 
attained  the  age  of  eighteen) ; 

(3)  The  performance  of  service  by  an 
individual  as  an  employee  or  employee 
representative  as  defined  in  section  1532 
of  the  Internal  Revenue  Code; 

(4)  The  performance  of  service  by  a 
duly  ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of 
his  ministry  or  by  a  member  of  a  reli¬ 
gious  order  in  the  exercise  of  duties  re¬ 
quired  by  such  order;  or 

(5)  The  performance  of  service  by  an 
individual  in  the  exercise  of  his  profes¬ 
sion  as  a  physician,  lawyer,  dentist, 
osteopath,  veterinarian,  chiropractor, 
naturopath,  optometrist,  Christian  Sci¬ 
ence  practitioner,  architect,  certified 
public  accountant,  or  professional  engi¬ 
neer;  or  the  performance  of  such  service 
by  a  partnership. 

Partnership  and  Partner 

(d)  The  term  “partnership”  and  the 
term  “partner”  shall  have  the  same 
meaning  as  when  used  in  supplement  F 
of  chapter  1  of  the  Internal  Revenue 
Code. 

Taxable  Year 

(e)  The  term  “taxable  year”  shall 
have  the  same  meaning  as  when  used 
in  chapter  1  of  the  Internal  Revenue 
Code;  and  the  taxable  year  of  any  indi¬ 
vidual  shall  be  a  calendar  year  unless  he 
has  a  different  taxable  year  for  the  pur¬ 
poses  of  chapter  1  of  such  code,  in  which 
case  his  taxable  year  for  the  purposes  of 
this  title  shall  be  the  same  as  his  taxable 
year  under  such  chapter  1. 

CREDITING  OF  SELF-EMPLOYMENT 
INCOME  TO  CALENDAR  QUARTERS 

Sec.  212.  For  the  purposes  of  deter¬ 
mining  average  monthly  wage  and 
quarters  of  coverage  the  amount  of  self- 
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[Sec.  209]  (g)  *  *  * 

As  used  in  this  subsection,  and  in 
subsection  (h)  of  this  section,  the  term 
“quarter”  and  the  term  “calendar 
quarter”  mean  a  period  of  three  calen¬ 
dar  months  ending  on  March  31,  June 
30,  September  30,  or  December  31;  and 
the  term  “quarter  of  coverage”  means  a 
calendar  quarter  in  which  the  individual 
has  been  paid  not  less  than  $50  in 
wages.  *  *  *  In  any  case  where  an 

individual  has  been  paid  in  a  calendar 
year  $3,000  or  more  in  wages,  each 
quarter  of  such  year  following  his  first 
quarter  of  coverage  shall  be  deemed  a 
quarter  of  coverage,  excepting  any 
quarter  in  such  year  in  which  such 
individual  dies  or  becomes  entitled  to  a 
primary  insurance  benefit  and  any 
quarter  succeeding  such  quarter  in  which 
he  died  or  became  so  entitled. 

***** 
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employment  income  derived  during  any 
taxable  year  shall  be  credited  to  calen¬ 
dar  quarters  as  follows: 

(a)  In  the  case  of  a  taxable  year  which 
is  a  calendar  year  the  self-employment 
income  of  such  taxable  year  shall  be 
credited  equally  to  each  quarter  of  such 
calendar  year. 

(b)  In  the  case  of  any  other  taxable 
year  the  self-employment  income  shall 
be  credited  equally  to  the  calendar 
quarter  in  which  such  taxable  year  ends 
and  to  each  of  the  next  three  or  fewer 
preceding  quarters  any  part  of  which  is 
in  such  taxable  year. 

QUARTER  AND  QUARTER  OF  COVERAGE 

Definitions 

Sec.  213.  (a)  For  the  purposes  of  this 
title — 

(1)  The  term  “quarter”,  and  the  term 
“calendar  quarter”,  means  a  period  of 
three  calendar  months  ending  on  March 
31,  June  30,  September  30,  or  December 
31. 

(2)  (A)  The  term  “quarter  of  cover¬ 
age”  means,  in  the  case  of  any  quarter 
occurring  prior  to  1951,  a  quarter  in 
which  the  individual  has  been  paid  $50 
or  more  in  wages.  In  the  case  of  any 
individual  who  has  been  paid,  in  a 
calendar  year  prior  to  1951,  $3,000  or 
more  in  wages  each  quarter  of  such  year 
following  his  first  quarter  of  coverage 
shall  be  deemed  a  quarter  of  coverage, 
excepting  any  quarter  in  such  year  in 
which  such  individual  died  or  became 
entitled  to  a  primary  insurance  benefit 
and  any  quarter  succeeding  such  quarter 
in  which  he  died  or  became  so  entitled. 

(B)  The  term  “quarter  of  coverage” 
means,  in  the  case  of  a  quarter  occurring 
after  1950,  a  quarter  in  which  the 
individual  has  been  paid  $50  or  more  in 
wages  or  for  which  he  has  been  credited 
(as  determined  under  section  212)  with 
$100  or  more  of  self-employment  income, 
except  that — 

(i)  no  quarter  after  the  quarter  in 
which  such  individual  died  shall  be  a 
quarter  of  coverage; 

(ii)  if  the  wages  paid  to  any  individual 
in  a  calendar  year  equal  or  exceed  $3,000, 
each  quarter  of  such  year  shall  (subject 
to  clause  (i))  be  a  quarter  of  coverage; 

(iii)  if  an  individual  has  self-employ¬ 
ment  income  for  a  taxable  year,  and  if 
the  sum  of  such  income  and  the  wages 
paid  to  him  during  such  taxable  year 
equals  $3,000,  each  quarter  any  part  of 
which  falls  in  such  years  shall  he  a 
quarter  of  coverage;  and 

(iv)  no  quarter  shall  be  counted  as  a 
quarter  of  coverage  prior  to  the  begin¬ 
ning  of  such  quarter. 
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(r)  With  respect  to  wages  paid  to  an 
individual  in  the  six-month  periods 
commencing  either  January  1,  1937,  or 
July  1,  1937 ;  (A)  if  wages  of  not  less  than 
$100  were  paid  in  any  such  period,  one- 
half  of  the  total  amount  thereof  shall 
be  deemed  to  have  been  paid  in  each  of 
the  calendar  quarters  in  such  period; 
and  (B)  if  wages  of  less  than  $100  were 
paid  in  any  such  period,  the  total  amount 
thereof  shall  be  deemed  to  have  been  paid 
in  the  latter  quarter  of  such  period,  except 
that  if  in  any  such  period,  the  individual 
attained  age  sixty-five,  all  of  the  wages 
paid  in  such  period  shall  be  deemed  to 
have  been  paid  before  such  age  was 
attained. 


(g)  The  term  “fully  insured  individ¬ 
ual”  means  any  individual  with  respect 
to  whom  it  appears  to  the  satisfaction  of 
the  Board  that — 

(1)  He  had  not  less  than  one  quarter 
of  coverage  for  each  two  of  the  quarters 
elapsing  after  1936,  or  after  the  quarter 
in  which  he  attained  the  age  of  twenty- 
one,  whichever  quarter  is  later,  and  up 
to  but  excluding  the  quarter  in  which  he 
attained  the  age  of  sixty-five,  or  died, 
whichever  first  occurred,  and  in  no  case 
less  than  six  quarters  of  coverage;  or 

(2)  He  had  at  least  forty  quarters  of 
coverage. 

ifc  sfc  *  :f: 

When  the  number  of  quarters  specified 
in  paragraph  (1)  of  this  subsection  is  an 
odd  number,  for  purposes  of  such  para¬ 
graph  such  number  shall  be  reduced 
by  one. 

***** 
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Crediting  of  Wages  Paid  in  1937 

(b)  With  respect  to  wages  paid  to  an 
individual  in  the  six-month  periods 
commencing  either  January  1,  1937,  or 
July  1,  1937,  (A)  if  w'ages  of  not  less  than 
$100  were  paid  in  any  such  period, 
one-half  of  the  total  amount  thereof 
shall  be  deemed  to  have  been  paid  in 
each  of  the  calendar  quarters  in  such 
period,  and  (B)  if  wages  of  less  than  $100 
were  paid  in  any  such  period,  the  total 
amount  thereof  shall  be  deemed  to  have 
been  paid  in  the  latter  quarter  of  such 
period,  except  that  if  in  any  such  period, 
the  individual  attained  age  sixty-five, 
all  of  the  wages  paid  in  such  period  shall 
be  deemed  to  have  been  paid  before  such 
age  was  attained. 

INSUEED  STATUS  FOE  PUEPOSES  OF  OLD- 

AGE  AND  SUEVIVOES  INSUEANCE  BENE¬ 
FITS 

Sec.  214.  For  the  purposes  of  this 
title — 

Fully  insured  individual 

(a)  (1)  In  the  case  of  any  individual 
who  died  prior  to  the  first  day  of  the 
second  calendar  month  following  the 
month  in  which  this  section  was  enacted, 
the  term  “fully  insured  individual” 
means  any  individual  who  had  not  less 
than  one  quarter  of  coverage  (whenever 
acquired)  for  each  two  of  the  quarters 
elapsing  after  1936,  or  after  the  quarter 
in  which  he  attained  the  age  of  twenty- 
one,  whichever  is  later,  and  up  to  but 
excluding  the  quarter  in  which  he  at¬ 
tained  retirement  age,  or  died,  whichever 
first  occurred,  except  that  in  no  case 
shall  an  individual  be  a  fully  insured 
individual  unless  he  has  at  least  six 
quarters  of  coverage. 

(21  In  the  case  of  any  individual  who 
did  not  die  prior  to  the  first  day  of  the 
second  calendar  month  following  the 
month  in  which  this  section  was  enacted, 
the  term  “fully  insured  individual” 
means  any  individual  who  had  not  less 
than — 

(A)  one  quarter  of  coverage  (whether 
acquired  before  or  after  such  day)  for 
each  two  of  the  quarters  elapsing  after 
1950,  or  after  the  quarter  in  which  he 
attained  the  age  of  twenty-one,  which¬ 
ever  is  later,  and  up  to  but  excluding  the 
quarter  in  which  he  attained  retirement 
age,  or  died,  whichever  first  occurred, 
except  that  in  no  case  shall  an  individual 
be  a  fully  insured  individual  unless  he 
has  at  least  six  quarters  of  coverage;  or 

(B)  forty  quarters  of  coverage. 
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(h)  The  term  “currently  insured 
individual”  means  any  individual  with 
respect  to  whom  it  appears  to  the  satis¬ 
faction  of  the  Administrator  that  he  had 
not  less  than  six  quarters  of  coverage 
during  the  period  consisting  of  the 
quarter  in  which  he  died  and  the  twelve 
quarters  immediately  preceding  such 
quarter. 

%  *  *  *  * 


(e)  The  term  “primary  insurance 
benefit”  means  an  amount  equal  to  the 
sum  of  the  following — - 

(1)  (A)  40  per  centum  of  the  amount 
of  an  individual’s  average  monthly  wage 
if  such  average  monthly  wage  does  not 
exceed  $50,  or  (B)  if  such  average 
monthly  wage  exceeds  $50,  40  per 
centum  of  $50,  plus  10  per  centum  of 
the  amount  by  which  such  average 
monthly  wage  exceeds  $50  and  does  not 
exceed  $250,  and 

(2)  an  amount  equal  to  1  per  centum 
of  the  amount  computed  under  para¬ 
graph  (1)  multiplied  by  the  number  of 
years  in  which  $200  or  more  of  wages 
were  paid  to  such  individual.  Where 
the  primary  insurance  benefit  thus  com¬ 
puted  is  less  than  $10,  such  benefit  shall 
be  $10. 


(f)  The  term  “average  monthly  wage’ 
means  the  quotient  obtained  by  dividing 
the  total  wages  paid  an  individual  before 
the  quarter  in  which  he  died  or  became 
entitled  to  receive  primary  insurance 


CHANGES  IN  EXISTING  LAW 

(3)  When  the  number  of  elapsed 
quarters  specified  in  paragraph  (1)  or 

(2)  (A)  is  an  odd  number,  for  purposes 
of  such  paragraph  such  number  shall  be 
reduced  by  one. 

Currently  Insured  Individual 

(b)  The  term  “currently  insured  indi¬ 
vidual”  means  any  individual  who  had 
not  less  than  six  quarters  of  coverage 
during  the  thirteen-quarter  period  end¬ 
ing  with  (1)  the  quarter  in  which  he 
died,  (2)  the  quarter  in  which  he  became 
entitled  to  old-age  insurance  benefits,  or 

(3)  the  quarter  in  which  he  became 
entitled  to  primary  insurance  benefits 
under  this  title  as  in  effect  prior  to  the 
enactment  of  this  section. 

COMPUTATION  OF  PRIMARY  INSURANCE 
AMOUNT 

Sec.  215.  For  the  purposes  of  this  title — 
Primary  Insurance  Amount 

(a)  (1)  The  primary  insurance 
amount  of  an  individual  who  attained 
age  twenty-two  after  1950  and  with 
respect  to  whom  not  less  than  six  of  the 
quarters  elapsing  after  1950  are  quarters 
of  coverage  shall  be  50  per  centum  of 
the  first  $100  of  his  average  monthly 
wage  plus  15  per  centum  of  the  next 
$150  of  such  wage.  When  the  primary 
insurance  amount  thus  computed  is  less 
than  $25  it  shall  be  increased  to  $25 
except  in  the  case  of  an  individual  whose 
average  monthly  wage  is  less  than  $34, 
in  which  case  his  primary  insurance 
amount  thus  computed  shall  be  in¬ 
creased  to  $20. 

(2)  The  primary  insurance  amount  of 
an  individual  who  attained  age  twenty- 
two  prior  to  1951  and  with  respect  to 
whom  not  less  than  six  of  the  quarters 
elapsing  after  1950  are  quarters  of  cover¬ 
age  shall  be  whichever  of  the  following 
is  the  larger — 

(A)  the  amount  computed  as  pro¬ 
vided  in  paragraph  (1)  of  this  subsec¬ 
tion;  or 

(B)  the  amount  determined  for  him 
by  use  of  the  conversion  table  under 
subsection  (c). 

(3)  The  primary  insurance  amount  of 
any  other  individual  shall  be  the  amount 
determined  for  him  by  use  of  the  con¬ 
version  table  under  subsection  (c) . 

Average  Monthly  Wage 

(b)  (1)  An  individual’s  “average 

monthly  wage”  (for  purposes  of  subsec¬ 
tion  (a))  means  the  quotient  obtained 
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benefits,  whichever  first  occurred,  by 
three  times  the  number  of  quarters 
elapsing  after  1936  and  before  such 
quarter  in  which  he  died  or  became  so 
entitled,  excluding  any  quarter  prior  to 
the  quarter  in  which  he  attained  the  age 
of  twenty-two  during  which  he  was  paid 
less  than  $50  of  wages  and  any  quarter, 
after  the  quarter  in  which  he  attained 
age  sixty-five,  occurring  prior  to  1939. 
♦  *  *  *  * 


CHANGES  IN  EXISTING  LAW 

by  dividing  the  total  of  his  wages  and 
self-employment  income  after  his  start¬ 
ing  date  (determined  under  paragraph 

(2))  and  prior  to  his  closing  date  (deter¬ 
mined  under  paragraph  (3)),  by  the 
number  of  months  elapsing  after  such 
starting  date  and  prior  to  such  closing 
date  excluding  from  such  elapsed  months 
any  month  in  any  quarter  prior  to  the 
quarter  in  which  he  attained  the  age  of 
twenty-one  which  was  not  a  quarter  of 
coverage. 

(2)  An  individual’s  “starting  date” 
shall  be  December  31,  1950,  or  the  day 
preceding  the  quarter  in  which  he 
attained  the  age  of  twenty-two,  which¬ 
ever  results  in  the  higher  average 
monthly  wage. 

(3)  (A)  Except  to  the  extent  provided 
in  paragraphs  (B)  and  (C),  an  indi¬ 
vidual’s  “closing  date”  shall  be  the  first 
day  of  the  second  quarter  preceding  the 
quarter  in  which  he  died  or  became  en¬ 
titled  to  old-age  insurance  benefits, 
whichever  first  occurred. 

(B)  If  the  number  of  months  elapsing 
after  an  individual’s  starting  date  and 
prior  to  his  closing  date,  as  determined 
under  subparagraph  (A),  is  less  than 
eighteen,  his  closing  date  shall  be  the 
first  day  of  the  quarter  in  which  he  died 
or  became  entitled  to  old-age  insurance 
benefits,  whichever  first  occured. 

(C)  In  the  case  of  an  individual  who 
died  or  became  entitled  to  old-age  in¬ 
surance  benefits  after  the  first  quarter  in 
which  he  both  was  fully  insured  and 
had  attained  retirement  age,  the  deter¬ 
mination  of  his  closing  date  under  sub- 
paragraphs  (A)  and  (B)  shall  be  made 
as  though  he  became  entitled  to  old-age 
insurance  benefits  in  such  first  quarter, 
but  only  if  it  would  result  in  a  higher 
average  monthly  wage  for  such  in¬ 
dividual. 

(4)  Notwithstanding  the  preceding 
provisions  of  this  subsection,  in  comput¬ 
ing  an  individual’s  average  monthly 
wage,  there  shall  not  be  taken  into 
account  any  self-employment  income  of 
such  individual  for  taxable  years  ending 
in  or  after  the  month  in  which  he  became 
entitled  to  old-age  insurance  benefits  or 
died,  whichever  first  occurred. 

Determinations  Made  by  Use  of  the 
Conversion  Table 

(c)  (1)  The  amount  referred  to  in 
paragraph  (3)  and  clause  (B)  of  para¬ 
graph  (2)  of  subsection  (a)  for  an  indi¬ 
vidual  shall  be  the  amount  appearing 
in  column  II  of  the  following  table  on 
the  line  on  which  in  column  I  appears 
his  primary  insurance  benefit  (deter- 
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mined  as  provided  in  subsection  (d)); 
and  his  average  monthly  wage  shall,  for 
purposes  of  section  203  (a),  be  the 
amount  appearing  on  such  line  in 
column  III. 


I 

Primary  insur¬ 
ance  benefit 
(as  deter¬ 
mined  under 
subsection 
(d) 

II 

Primary 

insurance 

amount 

III 

Assumed 
average 
monthly 
wage  for 
purpose  of 
computing 
maximum 
benefits 

$10 _ 

$20.  00 

$50.  00 

$11 _ 

22.  00 

52.  00 

$12 _ 

24.  00 

54.  00 

$13 _ 

28.  00 

56.  00 

$14 _ 

29.  50 

59.  00 

$15 _ 

31.  00 

62.  00 

$16 _ 

32.  50 

65.  00 

$17 _ 

34.  00 

68.  00 

$18 _ 

35.  00 

70.  00 

$19 _ 

36.  00 

72.  00 

$20 _ 

37.  00 

74.  00 

$21 _ 

38.  50 

77.  00 

$22 _ 

40.  50 

81.  00 

$23 _ 

43.  00 

86.  00 

$24 _ 

46.  00 

92.  00 

$25 _ 

48.  50 

97.  00 

$26 _ 

50.  90 

106.  00 

$27 _ 

52.  40 

116.  00 

$28 _ 

53.  80 

125.  00 

$29 _ 

55.  00 

133.  00 

$30 _ 

56.  20 

141.  00 

$31 _ 

57.  40 

149.  00 

$32 _ 

58.  60 

157.  00 

$33 _ 

59.  80 

165.  00 

$34 _ 

61.  00 

173.  00 

$35 _ 

62.  20 

181.  00 

$36 _ 

63.  40 

189.  00 

$37 _ 

64.  40 

196.  00 

$38 _ 

65.  50 

203.  00 

$39 _ 

66.  50 

210.  00 

$40 _ 

67.  60 

217.  00 

$41 _ 

68.  60 

224.  00 

$42 _ 

69.  70 

231.  00 

$43 _ 

70.  70 

238.  00 

$44 _ 

71.  60 

244.  00 

$45 _ 

72.  50 

250.  00 

$46 _ 

72.  50 

250.  00 

(2)  In  case  the  primary  insurance 
benefit  of  an  individual  (determined  as 
provided  in  subsection  (d)>  falls  be¬ 
tween  the  amounts  on  any  two  consecu¬ 
tive  lines  in  column  I  of  the  table,  the 
amount  referred  to  in  paragraph  (3)  and 
clause  (B)  of  paragraph  (2)  of  subsec- 


236 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


EXISTING  LAW 

CHANGES  IN  EXISTING  LAW 

tion  (a)  for  such  individual,  and  his 
average  monthly  wage  for  purposes  of 
section  203  (a),  shall  be  determined  in 
accordance  with  regulations  of  the 
Administrator  designed  to  obtain  results 
consistent  with  those  obtained  for  indi¬ 
viduals  whose  primary  insurance  bene¬ 
fits  are  shown  in  column  I  of  the  table. 

Primary  Insurance  Benefit  for  Pur¬ 
poses  of  Conversion  Table 

(d)  For  the  purposes  of  subsection 
(c),  the  primary  insurance  benefits  of 
individuals  shall  be  determined  as 
follows: 

(1)  In  the  case  of  any  individual  who 
was  entitled  to  a  primary  insurance 
benefit  for  the  first  month  following  the 
month  in  which  this  section  was  enacted, 
his  primary  insurance  benefit  shall,  ex¬ 
cept  as  provided  in  paragraph  (2),  be 
the  primary  insurance  benefit  to  which 
he  was  so  entitled. 

(2)  In  the  case  of  any  individual  to 
whom  paragraph  (1)  is  applicable  and 
who  is  a  World  War  II  veteran  or  in  the 
first  month  following  the  month  in 
which  this  section  was  enacted  rendered 
services  for  wages  of  $15  or  more,  his 
primary  insurance  benefit  shall  be  which¬ 
ever  of  the  following  is  larger:  (A)  the 
primary  insurance  benefit  to  which  he 
was  entitled  for  such  first  month  follow¬ 
ing  the  month  in  which  this  section  was 
enacted,  or  (B)  his  primary  insurance 
benefit  for  such  month  recomputed, 
under  section  209  (q)  of  the  Social 
Security  Act  as  in  effect  prior  to  the 
enactment  of  this  section,  in  the  same 
manner  as  if  such  individual  had  filed 
application  for  and  was  entitled  to  a 
recomputation  for  such  month,  except 
that  in  making  such  recomputation 
section  217  (a)  shall  be  applicable  if  such 
individual  is  a  World  War  II  veteran. 

(3)  In  the  case  of  any  individual  who 
died  prior  to  the  second  calendar  month 
following  the  month  in  which  this  sec¬ 
tion  was  enacted,  his  primary  insurance 
benefit  shall  be  determined  as  provided 
in  this  title  as  in  effect  prior  to  the  en¬ 
actment  of  this  section,  except  that 
section  217  (a)  shall  be  applicable,  in 
lieu  of  section  210  of  this  Act  as  in 
effect  prior  to  the  enactment  of  this 
section,  but  only  if  it  results  in  a  larger 
primary  insurance  benefit. 

(4)  in  the  case  of  any  other  individ¬ 
ual,  his  primary  insurance  benefit  shall 
be  determined  as  provided  in  this  title 
as  in  effect  prior  to  the  enactment  of  this 
section,  except  that — 

(A)  The  computation  of  such  benefit 
shall  be  based  on  the  total  of  his  wages 
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(q)  Subject  to  such  limitation  as  may 
be  prescribed  by  regulation,  the  Admin¬ 
istrator  shall  determine  (or  upon  appli¬ 
cation  shall  recompute)  the  amount  of 
any  monthly  benefit  as  though  applica¬ 
tion  for  such  benefit  (or  for  recomputa¬ 
tion)  had  been  filed  in  the  calendar 
quarter  in  which,  all  other  conditions  of 
entitlement  being  met,  an  application 


CHANGES  IN  EXISTING  LAW 

and  self-employment  income  after  1936 
and  prior  to  his  closing  date  (as  defined 
in  subsection  (b)),  and  the  provisions 
of  paragraph  (4)  of  subsection  (b)  shall 
also  be  applicable  to  such  computation. 

(B)  For  purposes  of  such  computa¬ 
tion,  the  date  he  became  entitled  to  old- 
age  insurance  benefits  shall  be  deemed 
to  be  the  date  he  became  entitled  to 
primary  insurance  benefits. 

(C)  The  1  per  centum  addition  pro¬ 
vided  for  in  section  209  (e)  (2)  of  this 
Act  as  in  effect  prior  to  the  enactment 
of  this  section  shall  be  applicable  only 
with  respect  to  calendar  years  prior  to 
1951. 

(D)  The  provisions  of  subsection  (e) 
shall  be  applicable  to  such  computation. 

Certain  Wages  and  Self-Employment 
Income  Not  To  Be  Counted 

(e)  For  the  purposes  of  subsections 
(b)  and  (d)  (4)— 

(1)  in  computing  an  individual’s 
average  monthly  wage  there  shall  not 
be  counted,  in  the  case  of  any  calendar 
year  after  1950,  the  excess  over  $3,000 
of  (A)  the  wages  paid  to  him  in  such 
year,  plus  (B)  the  self-employment 
income  credited  to  such  year  (as 
determined  under  section  212) ;  and 

(2)  if  an  individual’s  average  monthly 
wage  computed  under  subsection  (b)  or 
for  the  purposes  of  subsection  (d)  (4) 
is  not  a  multiple  of  $1,  it  shall  be  reduced 
to  the  next  lower  multiple  of  $1. 

Average  Monthly  Wage  for  Computing 
Maximum  Benefits 

(f)  For  the  purposes  of  section  203  (a) 
the  average  monthly  wage  of  any  indi¬ 
vidual  whose  primary  insurance  amount 
is  computed  under  subsection  (a)  (2) 
shall  be  whichever  of  the  following  is  the 
larger: 

(1)  The  average  monthly  wage  com¬ 
puted  in  accordance  with  subsection 
(b) ;  or 

(2)  The  average  monthly  wage  as 
derived  from  column  III  of  the  table  in 
subsection  (c). 

Recomputation  of  Benefits 

(g)  (1)  After  an  individual’s  primary 
insurance  amount  has  been  determined 
under  this  section,  there  shall  be  no 
recomputation  of  such  individual’s  pri¬ 
mary  insurance  amount  except  as  pro¬ 
vided  in  this  subsection  or,  in  the  case  of 
a  World  War  II  veteran  who  dies  after 
the  calendar  month  following  the  month 
in  which  this  section  was  enacted  and 
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for  such  benefit  would  have  yielded  the  prior  to  July  27,  1954,  as  provided  in 
highest  monthly  rate  of  benefit.  This  section  217  (b). 

subsection  shall  not  authorize  the  pay-  (2)  Upon  application  by  an  individual 
ment  of  a  benefit  for  any  month  for  entitled  to  old-age  insurance  benefits, 
which  no  benefit  would,  apart  from  this  the  Administrator  shall  recompute  his 
subsection,  be  payable,  or,  in  the  case  of  primary  insurance  amount  if  application 
recomputation  of  a  benefit,  of  the  therefor  is  filed  after  the  twelfth  month 
recomputed  benefit  for  any  month  prior  for  which  deductions  under  paragraph 
to  the  month  for  which  application  for  (1)  or  (2)  of  section  203  (b)  have  been 


recomputation  is  filed. 


imposed  (within  a  period  of  thirty-six 
months)  with  respect  to  such  benefit, 
not  taking  into  account  any  month  prior 
to  the  second  month  following  the  month 
in  which  this  section  was  enacted  or  prior 
to  the  earliest  month  for  which  the  last 
previous  computation  of  his  primary 
insurance  amount  was  effective,  and  if 
not  less  than  six  of  the  quarters  elapsing 
after  1950  and  prior  to  the  quarter  in 
which  he  filed  such  application  are 
quarters  of  coverage.  A  recomputation 
under  this  paragraph  shall  be  made  only 
as  provided  in  subsection  (a)  (1)  and 
shall  take  into  account  only  such  wages 
and  self-employment  income  as  would 
be  taken  into  account  under  subsection 
(b)  if  the  month  in  which  application  for 
recomputation  is  filed  were  deemed  to 
be  the  month  in  which  the  individual 
became  entitled  to  old-age  insurance 
benefits.  Such  recomputation  shall  be 
effective  for  and  after  the  month  in 
which  such  application  for  recomputa¬ 
tion  is  filed. 

(3)  (A)  Upon  application  by  an 

individual  entitled  to  old-age  insurance 
benefits,  filed  at  least  six  months  after 
the  month  in  which  he  became  so  en¬ 
titled,  the  Administrator  shall  recom¬ 
pute  his  primary  insurance  amount. 
Such  recomputation  shall  be  made  in  the 
manner  provided  in  the  preceding  sub¬ 
sections  of  this  section  for  computation 
of  such  amount  except  that  his  closing 
date  for  purposes  of  subsection  (b)  shall 
be  deemed  to  be  the  first  day  of  the 
quarter  in  which  he  became  entitled  to 
old-age  insurance  benefits.  Such  re¬ 
computation  shall  be  effective  for  and 
after  the  first  month  in  which  he  became 
entitled  to  old-age  insurance  benefits. 

(B)  Upon  application  by  a  person 
entitled  to  monthly  benefits  on  the 
basis  of  the  wages  and  self-employment 
income  of  an  individual  who  died  after 
the  first  calendar  month  following  the 
month  in  which  this  section  was  enacted, 
the  Administrator  shall  recompute  such 
individual’s  primary  insurance  amount, 
if  such  application  is  filed  at  least  six 
months  after  the  month  in  which  such 
individual  died  or  became  entitled  to 
old-age  insurance  benefits,  whichever 
first  occurred.  Such  recomputation  shall 
be  made  in  the  manner  provided  in  the 
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preceding  subsections  of  this  section  for 
computation  of  such  amount  except  that 
his  closing  date  for  purposes  of  subsec¬ 
tion  (b)  shall  be  deemed  to  be  the  first 
day  of  the  quarter  in  which  he  died  or 
became  entitled  to  old-age  insurance 
benefits,  whichever  first  occurred.  Such 
recomputation  shall  be  effective  for  and 
after  the  month  in  which  such  person 
who  filed  the  application  for  recomputa¬ 
tion  became  entitled  to  such  monthly 
benefits.  No  recomputation  under  this 
paragraph  shall  affect  the  amount  of  the 
lump-sum  death  payment  under  sub¬ 
section  (i)  of  section  202  and  no  such 
recomputation  shall  render  erroneous 
any  such  payment  certified  by  the 
Administrator  prior  to  the  effective  date 
of  the  recomputation. 

(4)  Upon  the  death  after  the  first 
calendar  month  following  the  month  in 
which  this  section  was  enacted  of  an 
individual  entitled  to  old-age  insurance 
benefits,  if  any  person  is  entitled  to 
monthly  benefits,  or  to  a  lump-sum 
death  payment,  on  the  basis  of  the 
wages  and  self-employment  income  of 
such  individual,  the  Administrator  shall 
recompute  the  decedent’s  primary  in¬ 
surance  amount,  but  (except  as  pro¬ 
vided  in  paragraph  (3)  (B))  only  if — 

(A)  the  decedent  would  have  been 
entitled  to  a  recomputation  under  para¬ 
graph  (2)  if  he  had  filed  application 
therefor  in  the  month  in  which  he  died; 
or 

(B)  the  decedent  during  his  lifetime 
was  paid  compensation  which  is  treated, 
under  section  205  (o),  as  remuneration 
for  employment. 

If  the  recomputation  is  permitted  by 
subparagraph  (A),  the  recompu'tation 
shall  be  made  (if  at  all)  as  though  he 
had  filed  application  for  a  recomputa¬ 
tion  under  paragraph  (2)  in  the  month 
in  which  he  died,  except  that  such  re¬ 
computation  shall  include  any  com¬ 
pensation  (described  in  section  205  (o)) 
paid  to  him  prior  to  the  closing  date 
which  would  have  been  applicable  under 
such  paragraph.  If  recomputation  is 
permitted  by  subparagraph  (B),  the 
recomputation  shall  take  into  account 
only  the  wages  and  self-employment 
income  which  were  taken  into  account 
in  the  last  previous  computation  of  his 
primary  insurance  amount  and  the  com¬ 
pensation  (described  in  section  205  (o)) 
paid  to  him  prior  to  the  closing  date 
applicable  to  such  computation.  If  both 
of  the  preceding  sentences  are  applicable 
to  an  individual,  only  the  recomputa¬ 
tion  which  results  in  the  larger  primary 
insurance  amount  shall  be  made. 
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(i)  The  term  “wife”  means  the  wife 
of  an  individual  who  either  (1)  is  the 
mother  of  such  individual’s  son  or 
daughter,  or  (2)  was  married  to  him 
for  a  period  of  not  less  than  thirty-six 
months  immediately  preceding  the 
month  in  which  her  application  is 
filed. 


(j)  The  term  “widow”  (except  when 
used  in  section  202  (g))  means  the 
surviving  wife  of  an  individual  who 
either  (1)  is  the  mother  of  such  in¬ 
dividual’s  son  or  daughter,  or  (2)  was 
married  to  him  prior  to  the  beginning  of 
the  twelfth  month  before  the  month  in 
which  he  died. 


CHANGES  IN  EXISTING  LAW 

(5)  Any  recomputation  under  this 
subsection  shall  be  effective  only  if  such 
recomputation  results  in  a  higher  pri¬ 
mary  insurance  amount.  No  such 
recomputation  shall,  for  the  purposes  of 
section  203  (a),  lower  the  average 
monthly  wage. 

Rounding  of  Benefits 

(h)  The  amount  of  any  primary  in¬ 
surance  amount  and  the  amount  of  any 
monthly  benefit  computed  under  sec¬ 
tion  202  which,  after  reduction  under 
section  203  (a),  is  not  a  multiple  of 
$0.10  shall  be  raised  to  the  next  higher 
multiple  of  $0.10. 

OTHER  DEFINITIONS 

Sec.  216.  For  the  purposes  of  this 
title — ■ 

Retirement  Age 

(a)  The  term  “retirement  age”  means 
age  sixty-five. 

Wife 

(b)  The  term  “wife”  means  the  wife 
of  an  individual,  but  only  if  she  (1)  is 
the  mother  of  his  son  or  daughter,  or 
(2)  was  married  to  him  for  a  period  of 
not  less  than  three  years  immediately 
preceding  the  day  on  which  her  ap¬ 
plication  is  filed. 

Widow 

(c)  The  term  “widow”  (except  when 
used  in  section  202  (i))  means  the  sur¬ 
viving  wife  of  an  individual,  but  only 
if  she  (1)  is  the  mother  of  his  son  or 
daughter,  (2)  legally  adopted  his  son 
or  daughter  while  she  was  married  to 
him  and  while  such  son  or  daughter  was 
under  the  age  of  eighteen,  (3)  was 
married  to  him  at  the  time  both  of  them 
legally  i adopted  a  child  under  the  age  of 
eighteen,  or  (4)  was  married  to  him  for 
a  period  of  not  less  than  one  year  im¬ 
mediately  prior  to  the  day  on  which  he 
died. 

Former, Wife  Divorced 

(d)  The  term  “former  wife  divorced” 
means  a  woman  divorced  from  an 
individual,  but  only  if  she  (1)  is  the 
mother  of  his  son  or  daughter,  (2)  legally 
adopted  his  son  or  daughter  while  she 
was  married  to  him  and  while  such  son 
or  daughter  was  under  the  age  of 
eighteen,  or  (3)  was  married  to  him  at 
the  time  both  of  them  legally  adopted  a 
child_under  the  age  of  eighteen. 
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(k)  The  term  “child’  means  (1)  the 
child  of  an  individual,  and  (2)  in  the  case 
of  a  living  individual,  a  stepchild  or 
adopted  child  who  has  been  such  step¬ 
child  or  adopted  child  for  thirty-six 
months  immediately  preceding  the 
month  in  which  application  for  child’s 
benefits  is  filed,  and  (3)  in  the  case  of  a 
deceased  individual,  a  stepchild  or 
adopted  child  who  was  such  stepchild 
or  adopted  child  for  twelve  months 
immediately  preceding  the  month  in 
which  such  individual  died. 

***** 


(m)  In  determining  whether  an  appli¬ 
cant  is  the  wife,  widow,  child,  or  parent 
of  a  fully  insured  or  currently  insured 
individual  for  purposes  of  this  title,  the 
Board  shall  apply  such  law  as  would  be 
applied  in  determining  the  devolution 
of  intestate  personal  property  by  the 
courts  of  the  State  in  which  such  insured 
individual  is  domiciled  at  the  time  such 
applicant  files  application,  or,  if  such 
insured  individual  is  dead,  by  the  courts 
of  the  State  in  which  he  was  domiciled 
at  the  time  of  his  death,  or  if  such  in¬ 
sured  individual  is  or  was  not  so  domi¬ 
ciled  in  any  State,  by  the  courts  of  the 
District  of  Columbia.  Applicants  who 
according  to  such  law  would  have  the 

67079—50 - 16 


CHANGES  IN  EXISTING  LAW 
Child 

(e)  The  term  “child”  means  (1)  the 
child  of  an  individual,  and  (2)  in  the  case 
of  a  living  individual,  a  stepchild  or 
adopted  child  who  has  been  such  step¬ 
child  or  adopted  child  for  not  less  than 
three  years  immediately  preceding  the 
day  on  which  application  for  child’s 
benefits  is  filed,  and  (3)  in  the  case  of  a 
deceased  individual,  (A)  an  adopted 
child,  or  (B)  a  stepchild  who  has  been 
such  stepchild  for  not  less  than  one  year 
immediately  preceding  the  day  on  which 
such  individual  died.  In  determining 
whether  an  adopted  chlid  has  met  the 
length  of  time  requirement  in  clause 
(2),  time  spent  in  the  relationship  of 
stepchild  shall  be  counted  as  time  spent 
in  the  relationship  of  adopted  child. 

Husband 

(f)  The  term  “husband”  means  the 
husband  of  an  individual,  but  only  if  he 
(1)  is  the  father  of  her  son  or  daughter, 
or  (2)  was  married  to  her  for  a  period  of 
not  less  than  three  years  immediately 
preceding  the  day  on  which  his  applica¬ 
tion  is  filed. 

Widower 

(g)  The  term  “widower”  (except 
when  used  in  section  202  (i))  means  the 
surviving  husband  of  an  individual, 
but  only  if  he  (1)  is  the  father  of  her  son 
or  daughter,  (2)  legally  adopted  her  son 
or  daughter  while  he  was  married  to  her 
and  while  such  son  or  daughter  was 
under  the  age  of  eighteen,  (3)  was  mar¬ 
ried  to#  her  at  the  time  both  of  them 
legally  adopted  a  child  under  the  age  of 
eighteen,  or  (4)  was  married  to  her  for 
a  period  of  not  less  than  one  year  im¬ 
mediately  prior  to  the  day  on  which 
she  died. 

Determination  of  Family  Status 

(h)  (1)  In  determining  whether  an 
applicant  is  the  wife,  husband,  widow, 
widower,  child,  or  parent  of  a  fully  in¬ 
sured  or  currently  insured  individual  for 
purposes  of  this  title,  the  Administrator 
shall  apply  such  law  as  would  be  applied 
in  determining  the  devolution  of  intes¬ 
tate  personal  property  by  the  courts  of 
the  State  in  which  such  insured  individ¬ 
ual  is  domiciled  at  the  time  such  appli¬ 
cant  files  application,  or,  if  such  insured 
individual  is  dead,  by  the  courts  of  the 
State  in  which  he  was  domiciled  at  the 
time  of  his  death,  or  if  such  insured 
individual  is  or  was  not  so  domiciled  in 
any  State,  by  the  courts  of  the  District 
of  Columbia.  Applicants  who  accord- 
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same  status  relative  to  taking  intestate 
personal  property  as  a  wife,  widow, 
child,  or  parent  shall  be  deemed  such. 


(n)  A  wife  shall  be  deemed  to  be  living 
with  her  husband  if  they  are  both  mem¬ 
bers  of  the  same  household,  or  she  is 
receiving  regular  contributions  from  him 
toward  her  support,  or  he  has  been 
ordered  by  any  court  to  contribute  to 
her  support;  and  a  widow  shall  be 
deemed  to  have  been  living  with  her 
husband  at  the  time  of  his  death  if  they 
were  both  members  of  the  same  house¬ 
hold  on  the  date  of  his  death,  or  she  was 
receiving  regular  contributions  from  him 
toward  her  support  on  such  date,  or  he 
had  been  ordered  by  any  court  to  con¬ 
tribute  to  her  support. 


CHANGES  IN  EXISTING  LAW 

ing  to  such  law  would  have  the  same 
status  relative  to  taking  intestate  per¬ 
sonal  property  as  a  wife,  husband, 
widow,  widower,  child,  or  parent  shall 
be  deemed  such. 

(2)  A  wife  shall  be  deemed  to  be  living 
with  her  husband  if  they  are  both  mem¬ 
bers  of  the  same  household,  or  she  is 
receiving  regular  contributions  from  him 
toward  her  support,  or  he  has  been 
ordered  by  any  court  to  contribute  to 
her  support;  and  a  widow  shall  be 
deemed  to  have  been  living  with  her 
husband  at  the  time  of  his  death  if  they 
were  both  members  of  the  same  house¬ 
hold  on  the  date  of  his  death,  or  she 
was  receiving  regular  contributions  from 
him  toward  her  support  on  such  date, 
or  he  had  been  ordered  by  any  court  to 
contribute  to  her  support. 

(3)  A  husband  shall  be  deemed  to  be 
living  with  his  wife  if  they  are  both 
members  of  the  same  household,  or  he 
is  receiving  regular  contributions  from 
her  toward  his  support,  or  she  has  been 
ordered  by  any  court  to  contribute  to 
his  support;  and  a  widower  shall  be 
deemed  to  have  been  living  with  his  wife 
at  the  time  of  her  death  if  they  were 
both  members  of  the  same  household 
on  the  date  of  her  death,  or  he  was 
receiving  regular  contributions  from  her 
toward  his  support  on  such  date,  or  she 
had  been  ordered  by  any  court  to  con¬ 
tribute  to  his  support. 

BENEFITS  IN  CASE  OF  WORLD  WAR  II 
VETERANS 

Sec.  217.  (a)  (1)  For  purposes  of 
determining  entitlement  to  and  the 
amount  of  any  monthly  benefit  for  any 
month  after  the  first  month  following 
the  month  in  which  this  section  was 
enacted,  or  entitlement  to  and  the 
amount  of  any  lump-sum  death  payment 
in  case  of  a  death  after  such  first  month, 
payable  under  this  title  on  the  basis  of 
the  wages  or  self-employment  income  of 
any  World  War  II  veteran,  such  veteran 
shall  be  deemed  to  have  been  paid 
wages  (in  addition  to  the  wages,  if  any, 
actually  paid  to  him)  of  $160  in  each 
month  during  any  part  of  which  he 
served  in  the  active  military  or  naval 
service  of  the  United  States  during 
World  War  II.  This  subsection  shall 
not  be  applicable  in  the  case  of  any 
monthly  benefit  or  lump-sum  death 
payment  if — 

(A)  a  larger  such  benefit  or  payment, 
as  the  case  may  be,  would  be  payable 
without  its  application; 

(B)  a  benefit  (other  than  a  benefit 
payable  in  a  lump  sum  unless  it  is  a 
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commutation  of,  or  a  substitute  for, 
periodic  payments)  which  is  based,  in 
whole  or  in  part,  upon  the  active  mili¬ 
tary  or  naval  service  of  such  veteran 
during  World  War  II  is  determined  by 
any  agency  or  wholly  owned  instru¬ 
mentality  of  the  United  States  (other 
than  the  Veterans’  Administration)  to  be 
payable  by  it  under  any  other  law  of  the 
United  States  or  under  a  system 
established  by  such  agency  or  in¬ 
strumentality. 

(2)  Upon  application  for  benefits  or 
a  lump-sum  death  payment  on  the 
basis  of  the  wages  and  self-employment 
income  of  any  World  War  II  veteran, 
the  Federal  Security  Administrator  shall 
make  a  decision  without  regard  to  clause 
(B)  of  paragraph  (1)  of  this  subsection 
unless  he  has  been  notified  by  the  Civil 
Service  Commission  that,  on  the  basis 
of  the  military  or  naval  service  of  such 
veteran  during  World  War  II,  a  benefit 
described  in  clause  (B)  of  paragraph  (1) 
has  been  determined  to  be  payable  by 
some  other  agency  or  wholly  owned 
instrumentality  of  the  United  States. 
The  Federal  Security  Administrator 
shall  thereupon  report  such  decision  to 
the  Civil  Service  Commission.  The 
Commission  shall  then  ascertain  whether 
in  such  case  some  other  agency  or 
wholly  owned  instrumentality  of  the 
United  States  has  decided  that  a  benefit 
described  in  clause  (B)  of  paragraph  (1) 
is  payable  by  it.  If  in  any  such  case 
such  a  decision  has  been  made  or  is 
thereafter  made,  the  Commission  shall 
so  notify  the  Federal  Security  Adminis¬ 
trator,  and  the  Administrator  shall 
certify  no  further  benefits  for  payment 
or  shall  recompute  the  amount  of  any 
further  benefits  payable,  as  may  be 
required  by  paragraph  (1)  of  this  sub¬ 
section.  Any  payments  theretofore  cer¬ 
tified  by  the  Federal  Security  Adminis¬ 
trator  on  the  basis  of  paragraph  (1)  of 
this  subsection  to  any  individual,  not 
exceeding  the  amount  of  the  accrued 
benefits  payable  with  respect  to  him  by 
such  agency  or  wholly  owned  instru¬ 
mentality  of  the  United  States,  shall 
(notwithstanding  any  other  provision  of 
law)  be  deemed  to  have  been  paid  with 
respect  to  him  by  such  agency  or  in¬ 
strumentality  on  account  of  such  ac¬ 
crued  benefits.  No  such  payment  certi¬ 
fied  by  the  Federal  Security  Adminis¬ 
trator  and  no  payment  certified  by 
him  for  any  month  prior  to  the  first 
month  for  which  any  such  benefit  is 
paid  by  such  other  agency  or  instru¬ 
mentality  shall  be  deemed  by  reason 
of  this  subsection  to  have  been  an 
erroneous  payment. 
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BENEFITS  IN  CASE  OF  DECEASED  WORLD 
WAR  II  VETERANS 

Sec.  210.  (a)  Any  individual  who  has 
served  in  the  active  military  or  naval 
service  of  the  United  States  at  any  time 
on  or  after  September  16,  1940,  and 
prior  to  the  date  of  the  termination  of 
World  War  II,  and  who  has  been  dis¬ 
charged  or  released  therefrom  under 
conditions  other  than  dishonorable  after 
active  service  of  ninety  days  or  more, 
or  by  reason  of  a  disability  or  injury 
incurred  or  aggravated  in  service  in  line 
of  duty,  shall  in  the  event  of  his  death 
during  the  period  of  three  years  imme¬ 
diately  following  separation  from  the 
active  military  or  naval  service,  whether 
his  death  occurs  on,  before,  or  after  the 
date  of  the  enactment  of  this  section,  be 
deemed — 

(1)  to  have  died  a  fully  insured  in¬ 
dividual; 

(2)  to  have  an  average  monthly  wage 
of  not  less  than  $160;  and 

(3)  for  the  purposes  of  section  209  (e) 
(2)  to  have  been  paid  not  less  than  $200 
of  wages  in  each  calendar  year  in  which 
he  had  thirty  days  or  more  of  active 
service  after  September  16  1940. 

This  section  shall  not  apply  in  the  case 
of  the  death  of  any  individual  occurring 
(either  on,  before,  or  after  the  date  of 
the  enactment  of  this  section)  while  he 
is  in  the  active  military  or  naval  service, 
or  in  the  case  of  the  death  of  any  indi¬ 
vidual  who  has  been  discharged  or  re¬ 
leased  from  the  active  military  or  naval 
service  of  the  United  States  subsequent 
to  the  expiration  of  four  years  and  one 
day  after  the  date  of  the  termination  of 
World  War  II. 

(b)  (1)  If  any  pension  or  compensa¬ 
tion  is  determined  by  the  Veterans’ 
Administration  to  be  payable  on  the 
basis  of  the  death  of  any  individual 
referred  to  in  subsection  (a)  of  this  sec¬ 
tion,  any  monthly  benefits  or  lump-sum 
death  payment  payable  under  this  title 
with  respect  to  the  wages  of  such  indi¬ 
vidual  shall  be  determined  without 
regard  to  such  subsection  (a) . 


CHANGES  IN  EXISTING  LAW 

(3)  Any  agency  or  wholly  owned  in¬ 
strumentality  of  the  United  States 
which  is  authorized  by  any  law  of  the 
United  States  to  pay  benefits,  or  has  a 
system  of  benefits  which  are  based,  in 
whole  or  in  part,  on  military  or  naval 
service  during  World  War  II  shall,  at 
the  request  of  the  Civil  Service  Com¬ 
mission,  certify  to  it,  with  respect  to 
any  veteran,  such  information  as  the 
Commission  deems  necessary  to  carry 
out  its  functions  under  paragraph  (2) 
of  this  subsection. 


(b)  (1)  In  the  case  of  any  World  War 
II  veteran  who  dies  during  the  period  of 
three  years  immediately  following  his 
separation  from  the  active  military  or 
naval  service  of  the  United  States,  such 
veteran  shall  be  deemed  to  have  died  a 
fully  insured  individual,  but  his  pri- 
may  insurance  amount  shall  be  com¬ 
puted  only  as  provided  in  section  215 
(a)  (3)  and,  for  the  purposes  of  such 
computation,  he  shall  be  deemed  to 
have  an  average  monthly  wage  of  $160 
and  to  have  been  paid  $200  in  wages,  for 
the  purposes  of  section  209  (e)  (2)  of 
this  Act  as  in  effect  prior  to  the  enact¬ 
ment  of  this  section,  in  each  calendar 
year  in  which  he  had  thirty  days  or 
more  of  active  military  or  naval  service 
after  September  16,  1940,  and  prior  to 
January  1,  1951.  This  subsection  shall 
not  be  applicable  in  the  case  of  any 
monthly  benefit  or  lump-sum  death 
payment  if — - 

(A)  a  larger  such  benefit  or  payment, 
as  the  case  may  be,  would  be  payable 
without  its  application; 

(B)  any  pension  or  compensation  is 
determined  by  the  Veterans’  Adminis¬ 
tration  to  be  payable  by  it  on  the  basis 
of  the  death  of  such  veteran; 

(C)  the  death  of  the  veteran  occurred 
while  he  was  in  the  active  military  or 
naval  service  of  the  United  States;  or 

(D)  such  veteran  has  been  discharged 
or  released  from  the  active  military  or 
naval  service  of  the  United  States  sub¬ 
sequent  to  July  26,  1951. 
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(2)  Upon  an  application  for  benefits 
or  a  lump-sum  death  payment  with 
respect  to  the  death  of  any  individual 
referred  to  in  subsection  (a) ,  the  Federal 
Security  Administrator  shall  make  a 
decision  without  regard  to  paragraph 
(1)  of  this  subsection  unless  he  has  been 
notified  by  the  Veterans’  Administration 
that  pension  or  compensation  is  de¬ 
termined  to  be  payable  by  the  Veterans’ 
Administration  by  reason  of  the  death 
of  such  individual.  The  Federal  Se¬ 
curity  Administrator  shall  notify  the 
Veterans’  Administration  of  any  decision 
made  by  him  authorizing  payment, 
pursuant  to  subsection  (a),  of  monthly 
benefits  or  of  a  lump-sum  death  pay¬ 
ment.  If  the  Veterans’  Administration 
in  any  such  case  has  made  an  adjudica¬ 
tion  or  thereafter  makes  an  adjudication 
that  any  pension  or  compensation  is 
payable  under  any  law  administered  by 
it,  by  reason  of  the  death  of  any  such 
individual,  it  shall  notify  the  Federal 
Security  Administrator,  and  the  Ad¬ 
ministrator  shall  certify  no  further 
benefits  for  payment,  or  shall  recompute 
the  amount  of  any  further  benefits 
payable,  as  may  be  required  by  para¬ 
graph  (1)  of  this  subsection.  Any 
payments  theretofore  certified  by  the 
Federal  Security  Administrator  pur¬ 
suant  to  subsection  (a)  to  any  indi¬ 
vidual,  not  exceeding  the  amount  of  any 
accrued  pension  or  compensation  pay¬ 
able  to  him  by  the  Veterans’  Adminis¬ 
tration,  shall  (notwithstanding  the  pro¬ 
visions  of  sec.  3  of  the  Act  of  August  12, 
1935,  as  amended  (U.  S.  C.,  1940  edi¬ 
tion,  title  38,  sec.  454a))  be  deemed  to 
have  been  paid  to  him  by  the  Veterans’ 
Administration  on  account  of  such 
accrued  pension  or  compensation.  No 
such  payment  certified  by  the  Federal 
Security  Administrator,  and  no  pay¬ 
ment  certified  by  him  for  any  month 
prior  to  the  first  month  for  which  any 
pension  or  compensation  is  paid  by  the 
Veterans’  Administration,  shall  be 
deemed  by  reason  of  this  subsectionjto 
have  been  an  erroneous  payment. 

(c)  In  the  event  any  individual  re¬ 
ferred  to  in  subsection  (a)  has  died 
during  such  three-year  period  but  before 
the  date  of  the  enactment  of  this 
section— 

(1)  upon  application  filed  within  six 
months  after  the  date  of  the  enactment 
of  this  section,  any  monthly  benefits 
payable  with  respect  to  the  wages  of 
such  individual  (including  benefits  for 
months  before  such  date)  shall  be 
computed  or  recomputed  and  shall  be 
paid  in  accordance  with  subsection  (a), 
in  the  same  manner  as  Lthough  such 
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(2)  Upon  an  application  for  benefits 
or  a  lump-sum  death  payment  on  the 
basis  of  the  wages  and  self-employment 
income  of  any  World  War  II  veteran, 
the  Federal  Security  Administrator  shall 
make  a  decision  without  regard  to 
paragraph  (1)  (B)  of  this  subsection 
unless  he  has  been  notified  by  the 
Veterans’  Administration  that  pension 
or  compensation  is  determined  to  be 
payable  by  the  Veterans’  Administra¬ 
tion  by  reason  of  the  death  of  such 
veteran.  The  Federal  Security  Ad¬ 
ministrator  shall  thereupon  report  such 
decision  to  the  Veterans’  Administra¬ 
tion.  If  the  Veterans’  Administration 
in  any  such  case  has  made  an  adjudica¬ 
tion  or  thereafter  makes  an  adjudication 
that  any  pension  or  compensation  is 
payable  under  any  law  administered  by 
it,  it  shall  notify  the  Federal  Security 
Administrator,  and  the  Administrator 
shall  certify  no  further  benefits  for  pay¬ 
ment,  or  shall  recompute  the  amount  of 
any  further  benefits  payable,  as  may  be 
required  by  paragraph  (1)  of  this  sub¬ 
section.  Any  payments  theretofore 
certified  by  the  Federal  Security  Ad¬ 
ministrator  on  the  basis  of  paragraph 
(1)  of  this  subsection  to  any  individual, 
not  exceeding  the  amount  of  any  ac¬ 
crued  pension  or  compensation  payable 
to  him  by  the  Veterans’  Administration, 
shall  (notwithstanding  the  provisions  of 
section  3  of  the  Act  of  August  12,  1935, 
as  amended  (38  U.  S.  C.,  sec.  454a))  be 
deemed  to  have  been  paid  to  him  by  such 
Administration  on  account  of  such  ac¬ 
crued  pension  or  compensation.  No 
such  payment  certified  by  the  Federal 
Security  Administrator,  and  no  pay¬ 
ment  certified  by  him  for  any  month 
prior  to  the  first  month  for  which  any 
pension  or  compensation  is  paid  by  the 
Veterans’  Administration  shall  be 
deemed  by  reason  of  this  subsection  to 
have  been  an  erroneous  payment. 
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application  had  been  filed  in  the  first 
month  in  which  all  conditions  of  en¬ 
titlement  to  such  benefits,  other  than 
the  filing  of  an  application,  were  met; 

(2)  if  any  individual  who  upon  filing 
application  would  have  been  entitled 
to  benefits  or  to  a  recomputation  of 
benefits  under  paragraph  (1)  has  died 
before  the  expiration  of  six  months  after 
the  date  of  the  enactment  of  this  section, 
the  application  may  be  filed  within  the 
same  period  by  any  other  individual 
entitled  to  benefits  with  respect  to  the 
same  wages,  and  the  nonpayment  or 
underpayment  to  the  deceased  in¬ 
dividual  shall  be  treated  as  erroneous 
within  the  meaning  of  section  204; 
***** 

(4)  application  for  a  lump-sum  death 
payment  or  recomputation,  pursuant 
to  this  section,  of  a  lump-sum  death 
payment  certified  by  the  Board  or  the 
Federal  Security  Administrator,  prior 
to  the  date  of  the  enactment  of  this 
section,  for  payment  with  respect  to 
the  wages  of  any  such  individual  may 
be  filed  within  a  period  not  less  than  six 
months  from  the  date  of  the  enactment 
of  this  section  or  a  period  of  two  years 
after  the  date  of  the  death  of  any  in¬ 
dividual  specified  in  subsection  (a), 
whichever  is  the  later,  and  any  addi¬ 
tional  payment  shall  be  made  to  the 
same  individual  or  individuals  as 
though  the  application  were  an  original 
application  for  a  lump-sum  death  pay¬ 
ment  with  respect  to  such  wages. 

No  lump-sum  death  payment  shall  be 
made  or  recomputed  with  respect  to 
the  wages  of  an  individual  if  any 
monthly  benefit  with  respect  to  his 
wages  is,  or  upon  filing  application 
would  be,  payable  for  the  month  in 
which  he  died;  but  except  as  otherwise 
specifically  provided  in  this  section  no 
payment  heretofore  made  shall  be 
rendered  erroneous  by  the  enactment  of 
this  section. 

***** 

[c]  (3)  the  time  within  which  proof 
of  dependency  under  section  202  (f) 
or  any  application  under  202  (g)  may 
be  filed  shall  be  not  less  than  six 
months  after  the  date  of  the  enactment 
of  this  section;  and 

***** 

(d)  There  are  hereby  authorized  to 
be  appropriated  to  the  Trust  Fund  from 
time  to  time  such  sums  as  may  be  neces¬ 
sary  to  meet  the  additional  cost,  re¬ 
sulting  from  this  section,  of  the  benefits 
(including  lump-sum  death  payments) 
payable  under  this  title. 
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(c)  In  the  case  of  any  World  War 
II  veteran  to  whom  subsection  (a)  is 
applicable,  proof  of  support  required 
under  section  202  (h)  may  be  filed  by 
a  parent  at  any  time  prior  to  July  1951 
or  prior  to  the  expiration  of  two  years 
after  the  date  of  the  death  of  such 
veteran,  whichever  is  the  later. 
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(e)  For  the  purposes  of  this  section  the 
term  “date  of  the  termination  of 
World  War  II”  means  the  date  pro¬ 
claimed  by  the  President  as  the  date  of 
such  termination,  or  the  date  specified 
in  a  concurrent  resolution  of  the  two 
Houses  of  Congress  as  the  date  of  such 
termination,  whichever  is  the  earlier. 


CHANGES  IN  EXISTING  LAW 

(d)  For  the  purposes  of  this  section — 

(1)  The  term  “World  War  II”  means 
the  period  beginning  with  September 
16,  1940,  and  ending  at  the  close  of 
July  24,  1947. 

(2)  The  term  “World  War  II  veteran” 
means  any  individual  who  served  in  the 
active  military  or  naval  service  of  the 
United  States  at  any  time  during  World 
War  II  and  who,  if  discharged  or  released 
therefrom,  was  so  discharged  or  released 
under  conditions  other  than  dishonor¬ 
able  after  active  service  of  ninety  days 
or  more  or  by  reason  of  a  disability  or 
injury  incurred  or  aggravated  in  service 
in  line  of  duty;  but  such  term  shall  not 
include  any  individual  who  died  while 
in  the  active  military  or  naval  service 
of  the  United  States  if  his  death  was 
inflicted  (other  than  by  an  enemy  of  the 
United  States)  as  lawful  punishment  for 
a  military  or  naval  offense. 

VOLUNTARY  AGREEMENTS  FOR  COVERAGE 

OF  STATE  AND  LOCAL  EMPLOYEES 

Purpose  of  Agreement 

Sec.  218.  (a)  (1)  The  Administrator 
shall,  at  the  request  of  any  State,  enter 
into  an  agreement  with  such  State  for 
the  purpose  of  extending  the  insurance 
system  established  by  this  title  to  serv¬ 
ices  (not  otherwise  included  as  employ¬ 
ment  under  this  title)  performed  by 
individuals  as  employees  of  such  State 
or  any  political  subdivision  thereof. 
Each  such  agreement  shall  contain  such 
provisions,  not  inconsistent  with  the 
provisions  of  this  section,  as  the  State 
may  request. 

(2)  Notwithstanding  section  210  (a), 
for  the  purposes  of  this  title  the  term 
“employment”  includes  any  agricultural 
labor,  domestic  service,  or  service 
performed  by  a  student,  included  under 
an  agreement  entered  into  under  this 
section. 

Definitions 

(b)  For  the  purposes  of  this  section — • 

(1)  The  term  “State”  does  not  include 
the  District  of  Columbia. 

(2)  The  term  “political  subdivision” 
includes  an  instrumentality  of  (A)  a 
State,  (B)  one  or  more  political  subdi¬ 
visions  of  a  State,  or  (C)  a  State  and  one 
or  more  of  its  political  subdivisions. 

(3)  The  term  “employee”  includes 
an  officer  of  a  State  or  political  sub¬ 
division. 

(4)  The  term  “retirement  system” 
means  a  pension,  annuity,  retirement,  or 
similar  fund  or  system  established  by  a 
State  or  by  a  political  subdivision 
thereof. 
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(5)  The  term  “coverage  group”  means 

(A)  employees  of  the  State  other  than 
those  engaged  in  performing  service  in 
connection  with  a  proprietary  function; 

(B)  employees  of  a  political  subdivision 
of  a  State  other  than  those  engaged  in 
performing  service  in  connection  with  a 
proprietary  function;  (C)  employees  of  a 
State  engaged  in  performing  service  in 
connection  with  a  single  proprietary 
function ;  or  (D)  employees  of  a  political 
subdivision  of  a  State  engaged  in  per¬ 
forming  service  in  connection  with  a 
single  proprietary  function.  If  under 
the  preceding  sentence  an  employee 
would  be  included  in  more  than  one 
coverage  group  by  reason  of  the  fact 
that  he  performs  service  in  connection 
with  two  or  more  proprietary  functions 
or  in  connection  with  both  a  proprietary 
function  and  a  nonproprietary  function, 
he  shall  be  included  in  only  one  such 
coverage  group.  The  determination  of 
which  coverage  group  such  employee 
shall  be  included  in  shall  be  made  in 
such  manner  as  may  be  specified  in 
the  agreement. 

Services  Covered 

(c)  (1)  An  agreement  under  this  sec¬ 
tion  shall  be  applicable  to  any  one  or 
more  coverage  groups  designated  by 
the  State. 

(2)  In  the  case  of  each  coverage 
group  to  which  the  agreement  applies, 
the  agreement  must  include  all  services 
(other  than  services  excluded  by  or 
pursuant  to  subsection  (d)  or  para¬ 
graph  (3)  or  (5)  of  this  subsection) 
performed  by  individuals  as  members 
of  such  group. 

(3)  Such  agreement  shall,  if  the  State 
requests  it,  exclude  (in  the  case  of  any 
coverage  group)  any  services  of  an 
emergency  nature  or  all  services  in  any 
class  or  classes  of  elective  positions, 
part-time  positions,  or  positions  the 
compensation  for  which  is  on  a  fee 
basis. 

(4)  The  Administrator  shall,  at  the 
request  of  any  State,  modify  the  agree¬ 
ment  with  such  State  so  as  to  (A)  in¬ 
clude  any  coverage  group  to  which  the 
agreement  did  not  previously  apply,  or 
(B)  include,  in  the  case  of  any  coverage 
group  to  which  the  agreement  applies, 
services  previously  excluded  from  the 
agreement;  but  the  agreement  as  so 
modified  may  not  be  inconsistent  with 
the  provisions  of  this  section  applicable 
in  the  case  of  an  original  agreement 
with  a  State. 
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Exclusion  of  Positions  Covered  by  Re¬ 
tirement  Systems 

(d)  No  agreement  with  any  State 
may  be  made  applicable  (either  in  the 
original  agreement  or  by  any  modifica¬ 
tion  thereof)  to  any  service  performed 
by  employees  as  members  of  any  cover¬ 
age  group  in  positions  covered  by  a 
retirement  system  on  the  date  such 
agreement  is  made  applicable  to  such 
coverage  group. 

Payment  and  Reports  by  States 

(e)  Each  agreement  under  this  section 
shall  provide — 

(1)  that  the  State  will  pay  to  the 
Secretary  of  the  Treasury,  at  such  time 
or  times  as  the  Administrator  may  by 
regulation  prescribe,  amounts  equiva¬ 
lent  to  the  sum  of  the  taxes  which  would 
be  imposed  by  sections  1400  and  1410 
of  the  Internal  Revenue  Code  if  the 
services  of  employees  covered  by  the 
agreement  constituted  employment  as 
defined  in  section  1426  of  such  code; 

(2)  that  the  State  will  comply  with 
such  regulations  relating  to  payments 
and  reports  as  the  Administrator  may 
prescribe  to  carry  out  the  purposes  of 
this  section. 

Effective  Date  of  Agreement 

(f)  Any  agreement  or  modification  of 
an  agreement  under  this  section  shall  be 
effective  with  respect  to  services  per¬ 
formed  after  an  effective  date  specified 
in  such  agreement  or  modification,  but 
in  no  case  prior  to  January  1,  1951,  and 
in  no  case  (other  than  in  the  case  of  an 
agreement  or  modification  agreed  to 
prior  to  January  1,  1953)  prior  to  the 
first  day  of  the  calendar  year  in  which 
suchjagreement  or  modification,  as  the 
case  may  be,  is  agreed  to  by  the  Admin¬ 
istrator  and  the  State. 
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(5)  Such  agreement  shall,  if  the  State 
requests  it,  exclude  (in  the  case  of  any 
coverage  group)  any  agricultural  labor, 
domestic  service,  or  service  performed 
by  a  student,  designated  by  the  State. 
This  paragraph  shall  apply  only  with 
respect  to  service  which,  if  performed 
in  the  employ  of  an  individual,  would 
be  excluded  from  employment  by  sec¬ 
tion  210  (a). 

(6)  Such  agreement  shall  exclude 
services  performed  by  an  individual 
who  is  employed  to  relieve  him  from 
unemployment  and  shall  exclude  serv¬ 
ices  performed  in  a  hospital,  home,  or 
other  institution  by  a  patient  or  inmate 
thereof. 
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Termination  of  Agreement 

(g)  (1)  Upon  giving  at  least  two  years’ 
advance  notice  in  writing  to  the  Admin¬ 
istrator,  a  State  may  terminate,  effec¬ 
tive  at  the  end  of  a  calendar  quarter 
specified  in  the  notice,  its  agreement 
with  the  Administrator  either — 


CHANGES  IN  EXISTING  LAW 


(A)  in  its  entirety,  but  only  if  the 
agreement  has  been  in  effect  from  its 
effective  date  for  not  less  than  five  years 
prior  to  the  receipt  of  such  notice;  or 

(B)  with  respect  to  any  coverage 
group  designated  by  the  State,  but 
only  if  the  agreement  has  been  in  effect 
with  respect  to  such  coverage  group  for 
not  less  than  five  years  prior  to  the 
receipt  of  such  notice. 

(2)  If  the  Administrator,  after  rea¬ 
sonable  notice  and  opportunity  for 
hearing  to  a  State  with  whom  he  has 
entered  into  an  agreement  pursuant  to 
this  section,  finds  that  the  State  has 
failed  or  is  no  longer  legally  able  to 
comply  substantially  with  any  provi¬ 
sion  of  such  agreement  or  of  this  section, 
he  shall  notify  such  State  that  the  agree¬ 
ment  will  be  terminated  in  its  entirety, 
or  with  respect  to  any  one  or  more 
coverage  groups  designated  by  him,  at 
such  time,  not  later  than  two  years 
from  the  date  of  such  notice,  as  he 
deems  appropriate,  unless  prior  to  such 
time  he  finds  that  there  no  longer  is 
any  such  failure  or  that  the  cause  for 
such  legal  inability  has  been  removed. 

(3)  If  any  agreement  entered  into 
under  this  section  is  terminated  in  its 
entirety,  the  Administrator  and  the 
State  may  not  again  enter  into  an 
agreement  pursuant  to  this  section.  If 
any  such  agreement  is  terminated  with 
respect  to  any  coverage  group,  the 
Administrator  and  the  State  may  not 
thereafter  modify  such  agreement  so  as 
to  again  make  the  agreement  applicable 
with  respect  to  such  coverage  group. 

Deposits  in  Trust  Fund;  Adjustments 

(h)  (1)  All  amounts  received  by  the 
Secretary  of  the  Treasury  under  an 
agreement  made  pursuant  to  this  sec¬ 
tion  shall  be  deposited  in  the  Trust 
Fund. 

(2)  If  more  or  less  than  the  correct 
amount  due  under  an  agreement  made 
pursuant  to  this  section  is  paid  with 
respect  to  any  payment  of  remunera¬ 
tion,  proper  adjustments  with  respect 
to  the  amounts  due  under  such  agree¬ 
ment  shall  be  made,  without  interest, 
in  such  manner  and  at  such  times  as 
may  be  prescribed  by  regulations  of  the 
Administrator. 
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(3)  If  an  overpayment  cannot  be 
adjusted  under  paragraph  (2),  the 
amount  thereof  and  the  time  or  times 
it  is  to  be  paid  shall  be  certified  by  the 
Administrator  to  the  Managing  Trustee, 
and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Depart¬ 
ment  and  prior  to  any  action  thereon 
by  the  General  Accounting  Office,  shall 
make  payment  in  accordance  with  such 
certification.  The  Managing  Trustee 
shall  not  be  held  personally  liable  for 
any  payment  or  payments  made  in 
accordance  with  a  certification  by  the 
Administrator 

Regulations 

(i)  Regulations  of  the  Administrator 
to  carry  out  the  purposes  of  this  section 
shall  be  designed  to  make  the  require¬ 
ments  imposed  on  States  pursuant  to 
this  section  the  same,  so  far  as  practi¬ 
cable,  as  those  imposed  on  employers 
pursuant  to  this  title  and  subchapters 
A  and  E  of  chapter  9  of  the  Internal 
Revenue  Code. 

Failure  To  Make  Payments 

(j)  In  case  any  State  does  not  make, 
at  the  time  or  times  due,  the  payments 
provided  for  under  an  agreement  pur¬ 
suant  to  this  section,  there  shall  be 
added,  as  part  of  the  amounts  due, 
interest  at  the  rate  of  6  per  centum  per 
annum  from  the  date  due  until  paid, 
and  the  Administrator  may,  in  his 
discretion,  deduct  such  amounts  plus 
interest  from  any  amounts  certified  by 
him  to  the  Secretary  of  the  Treasury 
for  payment  to  such  State  under  any 
other  provision  of  this  Act.  Amounts 
so  deducted  shall  be  deemed  to  have 
been  paid  to  the  State  under  such  other 
provision  of  this  Act.  Amounts  equal 
to  the  amounts  deducted  under  this 
subsection  are  hereby  appropriated  to 
the  Trust  Fund. 

Instrumentalities  of  Two  or  More  States 

(k)  The  Administrator  may,  at  the 
request  of  any  instrumentality  of  two  or 
more  States,  enter  into  an  agreement 
with  such  instrumentality  for  the  pur¬ 
poses  of  extending  the  insurance  system 
established  by  this  title  to  services  per¬ 
formed  by  individuals  as  employees  of 
such  instrumentality.  Such  agreement, 
to  the  extent  practicable,  shall  be  gov¬ 
erned  by  the  provisions  of  this  section 
applicable  in  the  case  of  an  agreement 
with  a  State. 
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TITLE  IV— GRANTS  TO  STATES 
FOR  AID  TO  DEPENDENT 
CHILDREN 

APPROPRIATION 

Section  401.  For  the  purpose  of  en¬ 
abling  each  State  to  furnish  financial 
assistance,  as  far  as  practicable  under 
the  conditions  in  such  State,  to  needy 
dependent  children,  there  is  hereby 
authorized  to  be  appropriated  for  the 
fiscal  year  ending  June  30,  1936,  the 
sum  of  $24,750,000,  and  there  is  hereby 
authorized  to  be  appropriated  for  each 
fiscal  year  thereafter  a  sum  sufficient  to 
carry  out  the  purposes  of  this  title. 
The  sums  made  available  under  this 
section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted, 
and  had  approved  by  the  Board,  State 
plans  for  aid  to  dependent  children. 

STATE  PLANS  FOR  AID  TO  DEPENDENT 
CHILDREN 

Sec.  402.  (a)  A  State  plan  for  aid 
to  dependent  children  must  (1)  provide 
that  it  shall  be  in  effect  in  all  political 
subdivisions  of  the  State,  and,  if  ad¬ 
ministered  by  them,  be  mandatory 
upon  them;  (2)  provide  for  financial 
participation  by  the  State;  (3)  either 
provide  for  the  establishment  or  desig- 


CHANGES  IN  EXISTING  LAW 
Delegation  of  Functions 

(1)  The  Administrator  is  authorized, 
pursuant  to  agreement  with  the  head  of 
any  Federal  agency,  to  delegate  any  of 
his  functions  under  this  section  to  any 
officer  or  employee  of  such  agency  and 
otherwise  to  utilize  the  services  and 
facilities  of  such  agency  in  carrying  out 
such  functions,  and  payment  therefor 
shall  be  in  advance  or  by  way  of  reim¬ 
bursement,  as  may  be  provided  in  such 
agreement. 

EFFECTIVE  DATE  IN  CASE  OF 
PUERTO  RICO 

Sec.  219.  If  the  Governor  of  Puerto 
Rico  certifies  to  the  President  of  the 
United  States  that  the  Legislature  of 
Puerto  Rico  has,  by  concurrent  resolu¬ 
tion,  resolved  that  it  desires  the  exten¬ 
sion  to  Puerto  Rico  of  the  provisions  of 
this  title,  the  effective  date  referred  to 
in  sections  210  (h),  210  (i),  210  (j), 
211  (a)  (7),  and  211  (b)  shall  be  Janu¬ 
ary  1  of  the  first  calendar  year  which 
begins  more  than  ninety  days  after  the 
date  on  which  the  President  receives 
such  certification. 

TITLE  IV— GRANTS  TO  STATES 

FOR  AID  TO  DEPENDENT 

CHILDREN 

APPROPRIATION 

Section  401.  For  the  purpose  of  en¬ 
abling  each  State  to  furnish  financial 
assistance,  as  far  as  practicable  under 
the  conditions  in  such  State,  to  needy 
dependent  children,  there  is  hereby 
authorized  to  be  appropriated  for  the 
fiscal  year  ending  June  30,  1936,  the 
sum  of  $24,750,000,  and  there  is  hereby 
authorized  to  be  appropriated  for  each 
fiscal  year  thereafter  a  sum  sufficient 
to  carry  out  the  purposes  of  this  title. 
The  sums  made  available  under  this 
section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted, 
and  had  approved  by  the  Administrator, 
State  plans  for  aid  to  dependent  children. 

STATE  PLANS  FOR  AID  TO  DEPENDENT 
CHILDREN 

Sec.  402.  (a)  A  State  plan  for  aid  to 
dependent  children  must  (1)  provide 
that  it  shall  be  in  effect  in  all  political 
subdivisions  of  the  State,  and,  if  ad¬ 
ministered  by  them,  be  mandatory 
upon  them;  (2)  provide  for  financial 
participation  by  the  State;  (3)  either 
provide  for  the  establishment  or  desig- 
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nation  of  a  single  State  agency  to 
administer  the  plan,  or  provide  for  the 
establishment  or  designation  of  a  single 
State  agency  to  supervise  the  admin¬ 
istration  of  the  plan;  (4)  provide  for 
granting  to  any  individual,  whose  claim 
with  respect  to  aid  to  a  dependent  child 
is  denied,  an  opportunity  for  a  fair 
hearing  before  such  State  agency;  (5) 
provide  such  methods  of  administration 
(including  after  January  1,  1940,  meth¬ 
ods  relating  to  the  establishment  and 
maintenance  of  personnel  standards  on 
a  merit  basis,  except  that  the  Board 
shall  exercise  no  authority  with  respect 
to  the  selection,  tenure  of  office,  and 
compensation  of  any  individual  em¬ 
ployed  in  accordance  with  such  meth¬ 
ods)  as  are  found  by  the  Board  to  be 
necessary  for  the  proper  and  efficient 
operation  of  the  plan;  and  (6)  provide 
that  the  State  agency  will  make  such 
reports,  in  such  form  and  containing 
such  information,  as  the  Board  may 
from  time  to  time  require,  and  comply 
with  such  provisions  as  the  Board  may 
from  time  to  time  find  necessary  to 
assure  the  correctness  and  verification 
of  such  reports;  (7)  provide  that  the 
State  agency  shall,  in  determining  need, 
take  into  consideration  any  other  in¬ 
come  and  resources  of  any  child  claiming 
aid  to  dependent  children  and  (8)  pro¬ 
vide  safeguards  which  restrict  the  use 
or  disclosure  of  information  concerning 
applicants  and  recipients  to  purposes 
directly  connected  with  the  administra¬ 
tion  of  aid  to  dependent  children. 


(b)  The  Board  shall  approve  any 
plan  which  fulfills  the  conditions  speci¬ 
fied  in  subsection  (a) ,  except  that  it  shall 
not  approve  any  plan  which  imposes 
as  a  condition  of  eligibility  for  aid  to 
dependent  children  a  residence  require¬ 
ment  which  denies  aid  with  respect  to 
any  child  residing  in  the  State  (1)  who 
has  resided  in  the  State  for  one  year 
immediately  preceding  the  application 
for  such  aid,  or  (2)  who  was  born  within 
the  State  within  one  year  immediately 
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nation  of  a  single  State  agency  to  ad¬ 
minister  the  plan,  or  provide  for  the 
establishment  or  designation  of  a  single 
State  agency  to  supervise  the  admin¬ 
istration  of  the  plan; 

(4)  provide  for  granting  an  oppor¬ 
tunity  for  a  fair  hearing  before  the 
State  agency  to  any  individual  whose 
claim  for  aid  to  dependent  children  is 
denied  or  is  not  acted  upon  with  reason¬ 
able  promptness;  (5)  provide  such  meth¬ 
ods  of  administration  (including  after 
January  1,  1940,  methods  relating  to 
the  establishment  and  maintenance  of 
personnel  standards  on  a  merit  basis, 
except  that  the  Administrator  shall 
exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  com¬ 
pensation  of  any  individual  employed 
in  accordance  with  such  methods)  as 
are  found  by  the  Administrator  to  be 
necessary  for  the  proper  and  efficient 
operation  of  the  plan;  and  (6)  provide 
that  the  State  agency  will  make  such 
reports,  in  such  form  and  containing 
such  information,  as  the  Administrator 
may  from  time  to  time  require,  and 
comply  with  such  provisions  as  the 
Administrator  may  from  time  to  time 
find  necessary  to  assure  the  correctness 
and  verification  of  such  reports;  (7) 
provide  that  the  State  agency  shall,  in 
determining  need,  take  into  considera¬ 
tion  any  other  income  and  resources  of 
any  child  claiming  aid  to  dependent 
children;  (8)  provide  safeguards  which 
restrict  the  use  or  disclosure  of  infor¬ 
mation  concerning  applicants  and  recip¬ 
ients  to  purposes  directly  connected 
with  the  administration  of  aid  to  de¬ 
pendent  children;  (9)  provide  that  all 
individuals  wishing  to  make  application 
for  aid  to  dependent  children  shall  have 
opportunity  to  do  so,  and  that  aid  to 
dependent  children  shall  be  furnished 
with  reasonable  promptness  to  all  eligi¬ 
ble  individuals;  and  (10)  effective  July 
l,  1952,  provide  for  prompt  notice  to 
appropriate  law-enforcement  officials  of 
the  furnishing  of  aid  to  dependent 
children  in  respect  of  a  child  who  has 
been  deserted  or  abandoned  by  a  parent. 

(b)  The  Administrator  shall  approve 
any  plan  which  fulfills  the  conditions 
specified  in  subsection  (a),  except  that 
he  shall  not  approve  any  plan  which 
imposes  as  a  condition  of  eligibility  for 
aid  to  dependent  children  a  residence 
requirement  which  denies  aid  with 
respect  to  any  child  residing  in  the 
State  (1)  who  has  resided  in  the  State 
for  one  year  immediately  preceding  the 
application  for  such  aid,  or  (2)  who  was 
born  within  one  year  immediately  pre- 
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preceding  the  application,  if  its  mother 
has  resided  in  the  State  for  one  year 
immediately  preceding  the  birth. 


PAYMENT  TO  STATES 

Sec.  403.  (a)  From  the  sums  appro¬ 
priated  therefor,  the  Secretary  of  the 
Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  de¬ 
pendent  children,  for  each  quarter,  be¬ 
ginning  with  the  quarter  commencing 
October  1,  1948,  (1)  an  amount,  which 
shall  be  used  exclusively  as  aid  to  de¬ 
pendent  children  equal  to  the  sum  of 
the  following  proportions  of  the  total 
amounts  expended  during  such  quarter 
as  aid  to  dependent  children  under 
such  plan,  not  counting  so  much  of 
such  expenditure  with  respect  to  any 
dependent  child  for  any  month  as  ex¬ 
ceeds  $27,  or  if  there  is  more  than  one 
dependent  child  in  the  same  home,  as 
exceeds  $27  with  respect  to  one  such 
dependent  child  and  $18  with  respect 
to  each  of  the  other  dependent  children — 

(A)  three-fourths  of  such  expenditures, 
not  counting  so  much  of  any  expendi¬ 
tures  with  respect  to  any  month  as 
exceeds  the  product  of  $12  multiplied 
by  the  total  number  of  dependent 
children  with  respect  to  whom  aid  to 
dependent  children  is  paid  for  such 
month,  plus 

(B)  one-half  of  the  amount  by  which 
such  expenditures  exceed  the  maximum 
which  may  be  counted  under  clause  (A) ; 
and  (2)  an  amount  equal  to  one-half  of 
the  total  of  the  sums  expended  during 
such  quarter  as  found  necessary  by  the 
Administrator  for  the  proper  and  effi¬ 
cient  administration  of  the  State  plan, 
which  amount  shall  be  used  for  paying 
the  costs  of  administering  the  State  plan 
or  for  aid  to  dependent  children,  or 
both,  and  for  no  other  purpose. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Board  shall,  prior  to  the 
beginning  of  each  quarter,  estimate  the 
amount  to  be  paid  to  the  State  for  such 
quarter  under  the  provisions  of  subsec¬ 
tion  (a),  such  estimate  to  be  based  on 
(A)  a  report  filed  by  the  State  containing 
its  estimate  of  the  total  sum  to  be  ex¬ 
pended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection 
and  stating  the  amount  appropriated  or 
made  available  by  the  State  and  its 
political  subdivisions  for  such  expendi¬ 
tures  in  such  quarter,  and  if  such  amount 
is  less  than  two-thirds  of  the  total  sum 
of  such  estimated  expenditures,  the 
source  or  sources  from  which  the  differ- 
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ceding  the  application,  if  the  parent  or 
other  relative  with  whom  the  child  is 
living  has  resided  in  the  State  for  one 
year  immediately  preceding  the  birth. 

PAYMENT  TO  STATES 

Sec.  403.  (a)  From  the  sums  appro¬ 
priated  therefor,  the  Secretary  of  the 
Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  de¬ 
pendent  children,  for  each  quarter,  be¬ 
ginning  with  the  quarter  commencing 
October  1,  1950,  (1)  an  amount,  which 
shall  be  used  exclusively  as  aid  to  de¬ 
pendent  children  equal  to  the  sum  of 
the  following  proportions  of  the  total 
amounts  expended  during  such  quarter 
as  aid  to  dependent  children  under  such 
plan,  not  counting  so  much  of  such  ex¬ 
penditure  with  respect  to  any  dependent 
child  for  any  month  as  exceeds  $30,  or 
if  there  is  more  than  one  dependent 
child  in  the  same  home,  as  exceeds  $30 
with  respect  to  one  such  dependent 
child  and  $20  with  respect  to  each  of 
the  other  dependent  children — 

(A)  three-fourths  of  such  expenditures, 
not  counting  so  much  of  any  expendi¬ 
tures  with  respect  to  any  month  as 
exceeds  the  product  of  $12  multiplied 
by  the  total  number  of  dependent 
children  with  respect  to  whom  aid  to 
dependent  children  is  paid  for  such 
month,  plus 

(B)  one-half  of  the  amount  by  which 
such  expenditures  exceed  the  maximum 
which  may  be  counted  under  clause  (A)  ; 
and  (2)  an  amount  equal  to  one-half  of 
the  total  of  the  sums  expended  during 
such  quarter  as  found  necessary  by  the 
Administrator  for  the  proper  and  efficient 
administration  of  the  State  plan,  which 
amount  shall  be  used  for  paying  the 
costs  of  administering  the  State  plan  or 
for  aid  to  dependent  children,  or  both, 
and  for  no  other  purpose. 

(b;  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Administrator  shall,  prior  to 
the  beginning  of  each  quarter,  estimate 
the  amount  to  be  paid  to  the  State  for 
such  quarter  under  the  provisions  of  sub¬ 
section  (a),  such  estimate  to  be  based  on 
(A)  a  report  filed  by  the  State  containing 
its  estimate  of  the  total  sum  to  be  ex¬ 
pended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection 
and  stating  the  amount  appropriated  or 
made  available  by  the  State  and  its 
political  subdivisions  for  such  expendi¬ 
tures  in  such  quarter,  and  if  such  amount 
is  less  than  the  State’s  proportionate 
share  of  the  total  sum  of  such  estimated 
expenditures,  the  source  or  sources  from 
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ence  is  expected  to  be  derived,  (B)  rec¬ 
ords  showing  the  number  of  dependent 
children  in  the  State,  and  (C)  such  other 
investigation  as  the  Board  may  find 
necessary. 

(2)  The  Board  shall  then  certify  to 
the  Secretary  of  the  Treasury  the 
amount  so  estimated  by  the  Board, 
(A)  reduced  or  increased,  as  the  case 
may  be,  by  any  sum  by  which  it  finds 
that  its  estimate  for  any  prior  quarter 
was  greater  or  less  than  the  amount 
which  should  have  been  paid  to  the 
State  for  such  quarter,  and  (B)  reduced 
by  a  sum  equivalent  to  the  pro  rata 
share  to  which  the  United  States  is 
equitably  entitled,  as  determined  by  the 
Board,  of  the  net  amount  recovered 
during  any  prior  quarter  by  the  State 
or  any  political  subdivision  thereof  with 
respect  to  aid  to  dependent  children  fur¬ 
nished  under  the  State  plan;  except  that 
such  increases  or  reductions  shall  not  be 
made  to  the  extent  that  such  sums  have 
been  applied  to  make  the  amount  certi¬ 
fied  for  any  prior  quarter  greater  or  less 
than  the  amount  estimated  by  the  Board 
for  such  prior  quarter. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Division  of 
Disbursement  of  the  Treasury  Depart¬ 
ment  and  prior  to  audit  or  settlement  by 
the  General  Accounting  Office,  pay  to 
the  State,  at  the  time  or  times  fixed  by 
the  Board,  the  amount  so  certified. 

OPERATION  OF  STATE  PLANS 

Sec.  404.  In  the  case  of  any  State  plan 
for  aid  to  dependent  children  which  has 
been  approved  by  the  Board,  if  the 
Board,  after  reasonable  notice  and  op¬ 
portunity  for  hearing  to  the  State  agency 
administering  or  supervising  the  ad¬ 
ministration  of  such  plan,  finds — 

(1)  that  the  plan  has  been  so  changed 
as  to  impose  any  residence  requirement 
prohibited  by  section  402  (b) ,  or  that  in 
the  administration  of  the  plan  any  such 
prohibited  requirement  is  imposed,  with 
the  knowledge  of  such  State  agency,  in  a 
substantial  number  of  cases;  or 

(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  sub¬ 
stantially  with  any  provision  required 
by  section  402  (a)  to  be  included  in  the 
plan; 

the  Board  shall  notify  such  State  agency 
that  further  payments  will  not  be  made 
to  the  State  until  the  Board  is  satisfied 
that  such  prohibited  requirement  is  no 
longer  so  imposed,  and  that  there  is  no 
longer  any  such  failure  to  comply. 
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which  the  difference  is  expected  to  be 
derived,  (B)  records  showing  the  num¬ 
ber  of  dependent  children  in  the  State, 
and  (C)  such  other  investigation  as  the 
Administrator  may  find  necessary. 

(2)  The  Administrator  shall  then 
certify  to  the  Secretary  of  the  Treasury 
the  amount  so  estimated  by  the  Admin¬ 
istrator,  (A)  reduced  or  increased,  as  the 
case  may  be,  by  any  sum  by  which  he 
finds  that  his  estimate  for  any  prior 
quarter  was  greater  or  less  than  the 
amount  which  should  have  been  paid  to 
the  State  for  such  quarter,  and  (B)  re¬ 
duced  by  a  sum  equivalent  to  the  pro 
rata  share  to  which  the  United  States  is 
equitably  entitled,  as  determined  by  the 
Administrator,  of  the  net  amount  re¬ 
covered  during  any  prior  quarter  by  the 
State  or  any  political  subdivision  thereof 
with  respect  to  aid  to  dependent  children 
furnished  under  the  State  plan;  except 
that  such  increases  or  reductions  shall 
not  be  made  to  the  extent  that  such 
sums  have  been  applied  to  make  the 
amount  certified  for  any  prior  quarter 
greater  or  less  than  the  amount  esti¬ 
mated  by  the  Administrator  for  such 
prior  quarter. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department  and 
prior  to  audit  or  settlement  by  the  Gen¬ 
eral  Accounting  Office,  pay  to  the  State, 
at  the  time  or  times  fixed  by  the  Admin¬ 
istrator,  the  amount  so  certified. 

OPERATION  OF  STATE  PLANS 

Sec.  404.  In  the  case  of  any  State  plan 
for  aid  to  dependent  children  which  has 
been  approved  by  the  Administrator,  if 
the  Administrator,  after  reasonable 
notice  and  opportunity  for  hearing  to 
the  State  agency  administering  or  super¬ 
vising  the  administration  of  such  plan, 
finds — 

(1)  that  the  plan  has  been  so  changed 
as  to  impose  any  residence  requirements 
prohibited  by  section  402  (b),  or  that  in 
the  administration  of  the  plan  any  such 
prohibited  requirement  is  imposed,  with 
the  knowledge  of  such  State  agency,  in  a 
substantial  number  of  cases;  or 

(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  sub¬ 
stantially  with  any  provision  required 
by  section  402  (a)  to  be  included  in  the 
plan; 

the  Administrator  shall  notify  such  State 
agency  that  further  payments  will  not 
be  made  to  the  State  until  he  is  satisfied 
that  such  prohibited  requirement  is  no 
longer  so  imposed,  and  that  there  is  no 
longer  any  such  failure  to  comply. 
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Until  it  is  so  satisfied  it  shall  make  no 
further  certification  to  the  Secretary  of 
the  Treasury  with  respect  to  such  State. 

DEFINITIONS 

Sec.  406.  When  used  in  this  title — 

(a)  The  term  “dependent  child” 
means  a  needy  child  under  the  age  of 
sixteen,  or  under  the  age  of  eighteen  if 
found  by  the  State  agency  to  be  regu¬ 
larly  attending  school,  who  has  been  de¬ 
prived  of  parental  support  or  care  by 
reason  of  the  death,  continued  absence 
from  the  home,  or  physical  or  mental 
incapacity  of  a  parent,  and  who  is  living 
with  his  father,  mother,  grandfather, 
grandmother,  brother,  sister,  stepfather, 
stepmother,  stepbrother,  stepsister, 
uncle,  or  aunt,  in  a  place  of  residence 
maintained  by  one  or  more  of  such  rela¬ 
tives  as  his  or  their  own  home; 

(b)  The  term  “aid  to  dependent  chil¬ 
dren”  means  money  payments  with  re¬ 
spect  to  a  dependent  child  or  dependent 
children. 


TITLE  V— GRANTS  TO  STATES 
FOR  MATERNAL  AND  CHILD 
WELFARE 

Part  1— Maternal  and  Child  Health 
Services 

APPROPRIATION 

Section  501.  For  the  purpose  of  en¬ 
abling  each  State  to  extend  and  improve, 
as  far  as  practicable  under  the  conditions 
in  such  State,  services  for  promoting  the 
health  of  mothers  and  children,  es¬ 
pecially  in  rural  areas  and  in  areas  suffer¬ 
ing  from  severe  economic  distress,  there 
is  hereby  authorized  to  be  appropriated 
for  each  fiscal  year,  beginning  with  the 
fiscal  year  ending  June  30,  1936,  the  sum 
of  $11,000,000.  The  sums  made  avail¬ 
able  under  this  section  shall  be  used  for 
making  payments  to  States  which  have 
submitted,  and  had  approved  by  the 
Chief  of  the  Children’s  Bureau,  State 
plans  for  such  services. 

ALLOTMENTS  TO  STATES 

Sec.  502.  (a)  Out  of  the  sums  appro¬ 
priated  pursuant  to  section  501  for  each 
fiscal  year  the  Secretary  of  Labor  shall 
allot  $5,500,000  as  follows:  He  shall  allot 
to  each  State  $35,000  and  shall  allot  each 
State  such  part  of  the  remainder  of  the 
$5,500,000  as  he  finds  that  the  number 
of  live  births  in  such  State  bore  to  the 
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Until  the  Administrator  is  so  satisfied  he 
shall  make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect 
to  such  State. 

4*  :Jc  J|e  %  sf: 

DEFINITIONS 

Sec.  406.  When  used  in  this  title— 

(a)  The  term  “dependent  child” 
means  a  needy  child  under  the  age  of 
sixteen,  or  under  the  age  of  eighteen  if 
found  by  the  State  agency  to  be  regu¬ 
larly  attending  school,  who  has  been 
deprived  of  parental  support  or  care  by 
reason  of  the  death,  continued  absence 
from  the  home,  or  physical  or  mental 
incapacity  of  a  parent,  and  who  is  living 
with  his  father,  mother,  grandfather, 
grandmother,  brother,  sister,  stepfather, 
stepmother,  stepbrother,  stepsister, 
uncle,  or  aunt,  in  a  place  of  residence 
maintained  by  one  or  more  of  such  rela¬ 
tives  as  his  or  their  own  home; 

(b)  The  term  “aid  to  dependent  chil¬ 
dren”  means  money  payments  with  re¬ 
spect  to,  or  medical  care  in  behalf  of  or 
any  type  of  remedial  care  recognized 
under  State  law  in  behalf  of,  a  de¬ 
pendent  child  or  dependent  children. 

TITLE  V— GRANTS  TO  STATES 

FOR  MATERNAL  AND  CHILD 
WELFARE 

Part  1 — Maternal  and  Child  Health 
Services 

APPROPRIATION 

Section  501.  For  the  purpose  of  en¬ 
abling  each  State  to  extend  and  improve, 
as  far  as  practicable  under  the  conditions 
in  such  State,  services  for  promoting  the 
health  of  mothers  and  children,  es¬ 
pecially  in  rural  areas  and  in  areas 
suffering  from  severe  economic  distress, 
there  is  hereby  authorized  to  be  appro¬ 
priated  for  each  fiscal  year,  beginning 
with  the  fiscal  year  ending  June  30,  1936, 
the  sum  of  $20,000,000.  The  sums 
made  available  under  this  section  shall 
be  used  for  making  payments  to  States 
which  have  submitted,  and  had  ap¬ 
proved  by  the  Administrator,  State  plans 
for  such  services. 

ALLOTMENTS  TO  STATES 

Sec.  502.  (a)  Out  of  the  sums  appro¬ 
priated  pursuant  to  section  501  for  each 
fiscal  year  the  Federal  Security  Admin¬ 
istrator  shall  allot  $10,000,000  as  fol¬ 
lows:  He  shall  allot  to  each  State 
$60,000  and  shall  allot  each  State  such 
part  of  the  remainder  of  the  $10,000,000 
as  he  finds  that  the  number  of  live  births 
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total  number  of  live  births  in  the  United 
States  in  the  latest  calendar  year  for 
which  the  Administrator  has  available 
statistics. 

(b)  Out  of  the  sums  appropriated  pur¬ 
suant  to  section  501  for  each  fiscal  year 
the  Secretary  of  Labor' shall  allot  to  the 
States  $5,500,000  (in  addition  to  the 
allotments  made  under  subsection  (a)), 
according  to  the  financial  need  of  each 
State  for  assistance  in  carrying  out  its 
State  plan,  as  determined  by  him  after 
taking  into  consideration  the  number  of 
live  births  in  such  State. 

(c)  The  amount  of  any  allotment  to  a 
State  under  subsection  (a)  for  any  fiscal 
year  remaining  unpaid  to  such  State  at 
the  end  of  such  fiscal  year  shall  be  avail¬ 
able  for  payment  to  such  State  under 
section  504  until  the  end  of  the  second 
succeeding  fiscal  year.  No  payment  to 
a  State  under  section  504  shall  be  made 
out  of  its  allotment  for  any  fiscal  year 
until  its  allotment  for  the  preceding  fiscal 
year  has  been  exhausted  or  has  ceased  to 
be  available. 

APPROVAL  OF  STATE  PLANS 

Sec.  503.  (a)  A  State  plan  for  ma¬ 
ternal  and  child-health  services  must 
(1)  provide  for  financial  participation 
by  the  State;  (2)  provide  for  the  admin¬ 
istration  of  the  plan  by  the  State  health 
agency  or  the  supervision  of  the  admin¬ 
istration  of  the  plan  by  the  State  health 
agency;  (3)  provide  such  methods  of  ad¬ 
ministration  (including  after  January  1, 
1940,  methods  relating  to  the  establish¬ 
ment  and  maintenance  of  personnel 
standards  on  a  merit  basis,  except  that 
the  Board  shall  exercise  no  authority 
with  respect  to  the  selection,  tenure  of 
office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with 
such  methods)  as  are  necessary  for  the 
proper  and  efficient  operation  of  the 
plan;  (4)  provide  that  the  State  health 
agency  will  make  such  reports,  in  such 
form  and  containing  such  information, 
as  the  Secretary  of  Labor  may  from  time 
to  time  require,  and  comply  with  such 
provisions  as  he  may  from  time  to  time 
find  necessary  to  assure  the  correctness 
and  verification  of  such  reports;  (5)  pro¬ 
vide  for  the  extension  and  improvement 
of  local  maternal  and  child-health  serv¬ 
ices  administered  by  local  child-health 
units;  (6)  provide  for  cooperation  with 
medical,  nursing, *and  welfare  groups  and 
organizations;  and  (7)  provide  for  the 
development  of  demonstration  services 
in  needy  areas  and  among  groups  in  spe¬ 
cial  need. 
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in  such  State  bore  to  the  total  number  of 
live  births  in  the  United  States,  in  the 
latest  calendar  year  for  which  the  Ad¬ 
ministrator  has  available  statistics. 

(b)  Out  of  the  sums  appropriated  pur¬ 
suant  to  section  501  for  each  fiscal  year 
the  Administrator  shall  allot  to  the 
States  $10,000,000  (in  addition  to  the 
allotments  made  under  subsection  (a)), 
according  to  the  financial  need  of  each 
State  for  assistance  in  carrying  out  its 
State  plan,  as  determined  by  him  after 
taking  into  consideration  the  number  of 
live  births  in  such  State. 

(c)  The  amount  of  any  allotment  to  a 
State  under  subsection  (a)  for  any  fiscal 
year  remaining  unpaid  to  such  State  at 
the  end  of  such  fiscal  year  shall  be  avail¬ 
able  for  payment  to  such  State  under 
section  504  until  the  end  of  the  second 
succeeding  fiscal  year.  No  payment  to 
a  State  under  section  504  shall  be  made 
out  of  its  allotment  for  any  fiscal  year 
until  its  allotment  for  the  preceding 
fiscal  year  has  been  exhausted  or  has 
ceased  to  be  available. 

APPROVAL  OF  STATE  PLANS 

Sec.  503.  (a)  A  State  plan  for  ma¬ 
ternal  and  child-health  services  must 
(1)  provide  for  financial  participation  by 
the  State;  (2)  provide  for  the  adminis¬ 
tration  of  the  plan  by  the  State  health 
agency  or  the  supervision  of  the  admin¬ 
istration  of  the  plan  by  the  State  health 
agency;  (3)  provide  such  methods  of  ad¬ 
ministration  (including  after  January 
1,  1940,  methods  relating  to  the  estab¬ 
lishment  and  maintenance  of  personnel 
standards  on  a  merit  basis,  except  that 
the  Administrator  shall  exercise  no 
authority  with  respect  to  the  selection, 
tenure  of  office,  and  compensation  of 
any  individual  employed  in  accordance 
with  such  methods)  as  are  necessary  for 
the  proper  and  efficient  operation  of  the 
plan;  (4)  provide  that  the  State  health 
agency  will  make  such  reports,  in  such 
form  and  containing  such  information 
as  the  Administrator  may  from  time  to 
time  require,  and  comply  with  such  pro¬ 
visions  as  he  may  from  time  to  time  find 
necessary  to  assure  the  correctness  and 
verification  of  such  reports;  (5)  provide 
for  the  extension  and  improvement  of 
local  maternal  and  child-health  services 
administered  by  local  child-health  units; 
(6)  provide  for  cooperation  with  medical, 
nursing,  and  welfare  groups  and  organ¬ 
izations;  and  (7)  provide  for  the  develop¬ 
ment  of  demonstration  services  in 
needy  areas  and  among  groups  in  spe¬ 
cial  need. 
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(b)  The  Chief  of  the  Children’s 
Bureau  shall  approve  any  plan  which 
fulfills  the  conditions  specified  in  sub¬ 
section  (a)  and  shall  thereupon  notify 
the  Secretary  of  Labor  and  the  State 
health  agency  of  his  approval. 

PAYMENT  TO  STATES 

Sec.  504.  (a)  From  the  sums  approp¬ 
riated  therefor  and  the  allotments 
available  under  section  502  (a),  the 
Secretary  of  the  Treasury  shall  pay  to 
each  State  which  has  an  approved  plan 
for  maternal  and  child-health  services, 
for  each  quarter,  beginning  with  the 
quarter  commencing  July  1,  1935,  an 
amount,  which  shall  be  used  exclusively 
for  carrying  out  the  State  plan,  equal  to 
one-half  of  the  total  sum  expended  dur¬ 
ing  such  quarter  for  carrying  out  such 
plan. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Secretary  of  Labor  shall, 
prior  to  the  beginning  of  each  quarter, 
estimate  the  amount  to  be  paid  to  the 
State  for  such  quarter  under  the  pro¬ 
visions  of  subsection  (a),  such  estimate 
to  be  based  on  (A)  a  report  filed  by  the 
State  containing  its  estimate  of  the 
total  sum  to  be  expended  in  such  quarter 
in  accordance  with  the  provisions  of 
such  subsection  and  stating  the  amount 
appropriated  or  made  available  by  the 
State  and  its  political  subdivisions  for 
such  expenditures  in  such  quarter,  and 
if  such  amount  is  less  than  one-half  of 
the  total  sum  of  such  estimated  expend¬ 
itures,  the  source  or  sources  from  which 
the  difference  is  expected  to  be  derived, 
and  (B)  such  investigation  as  he  may 
find  necessary. 

(2)  The  Secretary  of  Labor  shall  then 
certify  the  amount  so  estimated  by  him 
to  the  Secretary  of  the  Treasury,  re¬ 
duced  or  increased,  as  the  case  may  be, 
by  any  sum  by  which  the  Secretary  of 
Labor  finds  that  his  estimate  for  any 
prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been 
paid  to  the  State  for  such  quarter,  except 
to  the  extent  that  such  sum  has  been 
applied  to  make  the  amount  certified 
for  any  prior  quarter  greater  or  less 
than  the  amount  estimated  by  the 
Secretary  of  Labor  for  such  prior 
quarter. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department 
and  prior  to  audit  or  settlement  by  the 
General  Accounting  Office,  pay  to  the 
State,  at  the  time  or  times  fixed  by  the 
Secretary  of  Labor,  the  amount  so 
certified. 
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(b)  The  Administrator  shall  approve 
any  plan  which  fulfills  the  conditions 
specified  in  subsection  (a)  and  shall 
thereupon  notify  the  State  health  agency 
of  his  approval. 


PAYMENT  TO  STATES 

Sec.  504.  (a)  From  the  sums  approp¬ 
riated  therefor  and  the  allotments 
available  under  section  502  (a),  the 
Secretary  of  the  Treasury  shall  pay  to 
each  State  which  has  an  approved  plan 
for  maternal  and  child-health  services, 
for  each  quarter,  beginning  with  the 
quarter  commencing  July  1,  1935,  an 
amount,  which  shall  be  used  exclusively 
for  carrying  out  the  State  plan,  equal  to 
one-half  of  the  total  sum  expended 
during  such  quarter  for  carrying  out 
such  plan. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Administrator  shall,  prior  to 
the  beginning  of  each  quarter,  estimate 
the  amount  to  be  paid  to  the  State  for 
such  quarter  under  the  provisions  of 
subsection  (a),  such  estimate  to  be 
based  on  (A)  a  report  filed  by  the  State 
containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  accord¬ 
ance  with  the  provisions  of  such  sub¬ 
section  and  stating  the  amount  approp¬ 
riated  or  made  available  by  the  State 
and  its  political  subdivisions  for  such 
expenditures  in  such  quarter,  and  if  such 
amount  is  less  than  one-half  of  the  total 
sum  of  such  estimated  expenditures,  the 
source  or  sources  from  which  the  differ¬ 
ence  is  expected  to  be  derived,  and  (B) 
such  investigation  as  he  may  find 
necessary. 

(2)  The  Administrator  shall  then 
certify  the  amount  so  estimated  by  him 
to  the  Secretary  of  the  Treasury,  re¬ 
duced  or  increased,  as  the  case  may  be, 
by  any  sum  by  which  the  Administrator 
finds  that  his  estimate  for  any  prior 
quarter  was  greater  or  less  than  the 
amount  which  should  have  been  paid 
to  the  State  for  such  quarter,  except  to 
the  extent  that  such  sum  has  been 
applied  to  make  the  amount  certified 
for  any  prior  quarter  greater  or  less 
than  the  amount  estimated  by  the 
Administrator  for  such  prior  quarter. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department 
and  prior  to  audit  or  settlement  by  the 
General  Accounting  Office,  pay  to  the 
State,  at  the  time  or  times  fixed  by  the 
Administrator,  the  amount  so  certified. 
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(c)  The  Secretary  of  Labor  shall  from 
time  to  time  certify  to  the  Secretary  of 
the  Treasury  the  amounts  to  be  paid 
to  the  States  from  the  allotments  avail¬ 
able  under  section  502  (b),  and  the 
Secretary  of  the  Treasury  shall,  through 
the  Fiscal  Service  of  the  Treasury  De¬ 
partment  and  prior  to  audit  or  settle¬ 
ment  by  the  General  Accounting  Office, 
make  payments  of  such  amounts  from 
such  allotments  at  the  time  or  times 
specified  by  the  Secretary  of  Labor. 

OPERATIONS  OF  STATE  PLANS 

Sec.  505.  In  the  case  of  any  State 
plan  for  maternal  and  child-health 
services  which  has  been  approved  by 
the  Chief  of  the  Children’s  Bureau,  if  the 
Secretary  of  Labor,  after  reasonable 
notice  and  opportunity  for  hearing  to 
the  State  agency  administering  or 
supervising  the  administration  of  such 
plan,  finds  that  in  the  administration  of 
the  plan  there  is  a  failure  to  comply 
substantially  with  any  provision  re¬ 
quired  by  section  503  to  be  included  in 
the  plan,  he  shall  notify  such  State 
agency  that  further  payments  will  not 
be  made  to  the  State  until  he  is  satisfied 
that  there  is  no  longer  any  such  failure 
to  comply.  Until  he  is  so  satisfied  he 
shall  make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect 
to  such  State. 

Part  2 — Services  for  Crippled  Children 

APPROPRIATION 

• 

Sec.  511.  For  the  purpose  of  enabling 
each  State  to  extend  and  improve 
(especially  in  rural  areas  and  in  areas 
suffering  from  severe  economic  distress), 
as  far  as  practicable  under  the  condi¬ 
tions  in  such  State,  services  for  locating 
crippled  children,  and  for  providing 
medical,  surgical,  corrective,  and  other 
services  and  care,  and  facilities  for 
diagnosis,  hospitalization,  and  aftercare, 
for  children  who  are  crippled  or  who  are 
suffering  from  conditions  which  lead  to 
crippling,  there  is  hereby  authorized  to 
be  appropriated  for  each  fiscal  year, 
beginning  with  the  fiscal  year  ending 
June  30,  1936,  the  sum  of  $7,500,000. 
The  sums  made  available  under  this 
section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted, 
and  had  approved  by  the  Chief  of  the 
Children’s  Bureau,  State  plans  for  such 
services. 


CHANGES  IN  EXISTING  LAW 

(c)  The  Administrator  shall  from 
time  to  time  certify  to  the  Secretary  of 
the  Treasury  the  amounts  to  be  paid  to 
the  States  from  the  allotments  available 
under  section  502  (b),  and  the  Secretary 
of  the  Treasury  shall,  through  the  Fiscal 
Service  Service  of  the  Treasury  Depart¬ 
ment  and  prior  to  audit  or  settlement 
by  the  General  Accounting  Office,  make 
payments  of  such  amounts  from  such 
allotments  at  the  time  or  times  specified 
by  the  Administrator. 

OPERATIONS  OF  STATE  PLANS 

Sec.  505.  In  the  case  of  any  State 
plan  for  maternal  and  child-health 
services  which  has  been  approved  by  the 
Administrator,  if  the  Administrator, 
after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency  ad¬ 
ministering  or  supervising  the  adminis¬ 
tration  of  such  plan,  finds  that  in  the 
administration  of  the  plan  there  is  a 
failure  to  comply  substantially  with  any 
provision  required  by  section  503  to 
be  included  in  the  plan,  he  shall  notify 
such  State  agency  that  further  pay¬ 
ments  will  not  be  made  to  the  State 
until  he  is  satisfied  that  there  is  no  longer 
any  such  failure  to  comply.  Until  he  is 
so  satisfied  he  shall  make  no  further 
certification  to  the  Secretary  of  the 
Treasury  with  respect  to  such  State. 


Part  2 — Services  for  Crippled  Children 

APPROPRIATION 

Sec.  511.  For  the  purpose  of  enabling 
each  State  to  extend  and  improve 
(especially  in  rural  areas  and  in  areas 
suffering  from  severe  economic  distress), 
as  far  as  practicable  under  the  condi¬ 
tions  in  such  State,  services  for  locating 
crippled  children,  and  for  providing 
medical,  surgical,  corrective,  and  other 
services  and  care,  and  facilities  for 
diagnosis,  hospitalization,  and  aftercare, 
for  children  who  are  crippled  or  who  are 
suffering  from  conditions  which  lead  to 
crippling,  there  is  hereby  authorized  to 
be  appropriated  for  each  fiscal  year, 
beginning  with  the  fiscal  year  ending 
June  30,  1936,  the  sum  of  $15,000,000. 
The  sums  made  available  under  this 
section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted, 
and  had  approved  by  the  Administrator, 
State  plans  for  such  services. 
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ALLOTMENTS  TO  STATES 

Sec.  512.  (a)  Out  of  the  sums  appro¬ 
priated  pursuant  to  section  511  for  each 
fiscal  year  the  Secretary  of  Labor  shall 
allot  $3,750,000  as  follows:  he  shall 
allot  to  each  State  $30,000,  and  shall 
allot  the  remainder  of  the  $3,750,000  to 
the  States  according  to  the  need  of  each 
State  as  determined  by  him  after  taking 
into  consideration  the  number  of  crip¬ 
pled  children  in  such  State  in  need  of 
the  services  referred  to  in  section  511 
and  the  cost  of  furnishing  such  services 
to  them. 

(b)  Out  of  the  sums  appropriated 
pursuant  to  section  511  for  each  fiscal 
year  the  Secretary  of  Labor  shall  allot 
to  the  States  $3,750,000  (in  addition  to 
the  allotments  made  under  subsection 

(a)),  according  to  the  financial  need  of 
each  State  for  assistance  in  carrying 
out  its  State  plan,  as  determined  by  him 
after  taking  into  consideration  the 
number  of  crippled  children  in  such 
State  in  need  of  the  services  referred  to 
in  section  511  and  the  cost  of  furnishing 
such  services  to  them. 

(c)  The  amount  of  any  allotment  to 
a  State  under  subsection  (a)  for  any 
fiscal  year  remaining  unpaid  to  such 
State  at  the  end  of  such  fiscal  year  shall 
be  available  for  payment  to  such  State 
under  section  514  until  the  end  of  the 
second  succeeding  fiscal  year.  No  pay¬ 
ment  to  a  State  under  section  514  shall 
be  made  out  of  its  allotment  for  any 
fiscal  year  until  its  allotment  for  the 
preceding  fiscal  year  has  been  exhausted 
or  has  ceased  to  be  available. 

APPROVAL  OF  STATE  PLANS 

Sec.  513.  (a)  A  State  plan  for  services 
for  crippled  children  must  (1)  provide 
for  financial  participation  by  the  State; 
(2)  provide  for  the  administration  of 
the  plan  by  a  State  agency  or  the  super¬ 
vision  of  the  administration  of  the  plan 
by  a  State  agency;  (3)  provide  such 
methods  of  administration  (including 
after  January  1,  1940,  methods  relating 
to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis, 
except  that  the  Board  shall  exercise  no 
authority  with  respect  to  the  selection, 
tenure  of  office,  and  compensation  of 
any  individual  employed  in  accordance 
with  such  methods)  as  are  necessary  for 
the  proper  and  efficient  operation  of  the 
plan;  (4)  provide  that  the  State  agency 
will  make  such  reports,  in  such  form  and 
containing  such  information,  as  the 
Secretary  of  Labor  may  from  time  to 
time  require,  and  comply  with  such 
provisions  as  he  may  from  time  to  time 
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ALLOTMENTS  TO  STATES 

Sec.  512.  (a)  Out  of  the  sums  appro¬ 
priated  pursuant  to  section  511  for  each 
fiscal  year  the  Federal  Security  Admin¬ 
istrator  shall  allot  $7,500,000  as  follows: 
he  shall  allot  to  each  State  $60,000,  and 
shall  allot  the  remainder  of  the  $7,500,- 
000  to  the  States  according  to  the  need 
of  each  State  as  determined  by  him  after 
taking  into  consideration  the  number  of 
crippled  children  in  such  State  in  need 
of  the  services  referred  to  in  section  511 
and  the  cost  of  furnishing  such  services 
to  them. 

(b)  Out  of  the  sums  appropriated 
pursuant  to  section  511  for  each  fiscal 
year  the  Administrator  shall  allot  to  the 
States  $7,500,000  (in  addition  to  the 
allotments  made  under  subsection  (a)), 
according  to  the  financial  need  of  each 
State  for  assistance  in  carrying  out  its 
State  plan,  as  determined  by  him  after 
taking  into  consideration  the  number 
of  crippled  children  in  such  State  in 
need  of  the  services  referred  to  in  section 
511  and  the  cost  of  furnishing  such 
services  to  them., 

(c)  The  amount  of  any  allotment  to 
a  State  under  subsection  (a)  for  any 
fiscal  year  remaining  unpaid  to  such 
State  at  the  end  of  such  fiscal  year  shall 
be  available  for  payment  to  such  State 
under  section  514  until  the  end  of  the 
second  succeeding  fiscal  year.  No  pay¬ 
ment  to  a  State  under  section  514  shall 
be  made  out  of  its  allotment  for  any 
fiscal  year  until  its  allotment  for  the 
preceding  fiscal  year  has  been  exhausted 
or  lifts  ceased  to  be  available. 

APPROVAL  OF  STATE  PLANS 

Sec.  513.  (a)  A  State  plan  for  serv¬ 
ices  for  crippled  children  must  (1) 
provide  for  financial  participation  by 
the  State;  (2)  provide  for  the  adminis¬ 
tration  of  the  plan  by  a  State  agency 
or  the  supervision  of  the  administration 
of  the  plan  by  a  State  agency;  (3) 
provide  such  methods  of  administration 
(including  after  January  1,  1940, 

methods  relating  to  the  establishment 
and  maintenance  of  personnel  standards 
on  a  merit  basis,  except  that  the  Ad¬ 
ministrator  shail  exercise  no  authority 
with  respect  to  the  selection,  tenure  of 
office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with 
such  methods)  as  are  necessary  for  the 
proper  and  efficient  operation  of  the 
plan;  (4)  provide  that  the  State  agency 
will  make  such  reports,  in  such  form  and 
containing  such  information,  as  the 
Administrator  may  from  time  to  time 
require,  and  comply  with  such  provi- 
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find  necessary  to  assure  the  correctness 
and  verification  of  such  reports;  (5)  pro¬ 
vide  for  carrying  out  the  purposes 
specified  in  section  511;  and  (6)  provide 
for  cooperation  with  medical,  health, 
nursing,  and  welfare  groups  and  organ¬ 
izations  and  with  any  agency  in  such 
State  charged  with  administering  State 
laws  providing  for  vocational  rehabili¬ 
tation  of  physically  handicapped  chil¬ 
dren. 

(b)  The  chief  of  the  Children’s 
Bureau  shall  approve  any  plan  which 
fulfills  the  conditions  specified  in  sub¬ 
section  (a)  and  shall  thereupon  notify 
the  Secretary  of  Labor  and  the  State 
agency  of  his  approval. 

PAYMENT  TO  STATES 

Sec.  514.  (a)  From  the  sums  appro¬ 
priated  therefor  and  the  allotments 
available  under  section  512  (a),  the 
Secretary  of  the  Treasury  shall  pay  to 
each  State  which  has  an  approved  plan 
for  services  for  crippled  children,  for 
each  quarter,  beginning  with  the  quarter 
commencing  July  1,  1935,  an  amount, 
which  shall  be  used  exclusively  for 
carrying  out  the  State  plan,  equal  to 
one-half  of  the  total  sum  expended 
during  such  quarter  for  carrying  out 
such  plan. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Secretary  of  Labor  shall, 
prior  to  the  beginning  of  each  quarter, 
estimate  the  amount  to  be  paid  to  the 
State  for  such  quarter  under  the  pro¬ 
visions  of  subsection  (a),  such  estimate 
to  be  based  on  (A)  a  report  filed  by  the 
State  containing  its  estimate  of  the 
total  sum  to  be  expended  in  such  quarter 
in  accordance  with  the  provisions  of  such 
subsection  and  stating  the  amount  ap¬ 
propriated  or  made  available  by  the 
State  and  its  political  subdivisions  for 
such  expenditures  in  such  quarter,  and 
if  such  amount  is  less  than  one-half 
of  the  total  sum  of  such  estimated 
expenditures,  the  source  or  sources  from 
which  the  difference  is  expected  to  be 
derived,  and  (B)  such  investigation  as 
he  may  find  necessary. 

(2)  The  Secretary  of  Labor  shall  then 
certify  the  amount  so  estimated  by 
him  to  the  Secretary  of  the  Treasury, 
reduced  or  increased,  as  the  case  may 
be,  by  any  sum  by  which  the  Secretary 
of  Labor  finds  that  his  estimate  for  any 
prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been 
paid  to  the  State  for  such  quarter, 
except  to  the  extent  that  such  sum  has 
been  applied  to  make  the  amount 
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sions  as  he  may  from  time  to  time  find 
necessary  to  assure  the  correctness  and 
verification  of  such  reports;  (5)  provide 
for  carrying  out  the  purposes  specified 
in  section  511;  and  (6)  provide  for  coop¬ 
eration  with  medical,  health,  nursing, 
and  welfare  groups  and  organizations 
and  with  any  agency  in  such  State 
charged  with  administering  State  laws 
providing  for  vocational  rehabilitation 
of  physically  handicapped  children. 

(b)  The  Administrator  shall  approve 
any  plan  which  fulfills  the  conditions 
specified  in  subsection  (a)  and  shall 
thereupon  notify  the  State  agency  of 
his  approval. 


PAYMENT  TO  STATES 

Sec.  514.  (a)  From  the  sums  appro¬ 
priated  therefor  and  the  allotments 
available  under  section  512  (a),  the 
Secretary  of  the  Treasury  shall  pay  to 
each  State  which  has  an  approved  plan 
for  services  for  crippled  children,  for 
each  quarter,  beginning  with  the  quarter 
commencing  July  1,  1935,  an  amount, 
which  shall  be  used  exclusively  for 
carrying  out  the  State  plan,  equal  to 
one-half  of  the  total  sum  expended 
during  such  quarter  for  carrying  out 
such  plan. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Administrator  shall,  prior  to 
the  beginning  of  each  quarter,  estimate 
the  amount  to  be  paid  to  the  State  for 
such  quarter  under  the  provisions  of 
subsection  (a),  such  estimate  to  be 
based  on  (A)  a  report  filed  by  the  State 
containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in 
accordance  with  the  provisions  of  such 
subsection  and  stating  the  amount  ap¬ 
propriated  or  made  available  by  the 
State  and  its  political  subdivisions  for 
such  expenditures  in  such  quarter,  and 
if  such  amount  is  less  than  one-half  of 
the  total  sum  of  such  estimated  expen¬ 
ditures,  the  source  or  sources  from  which 
the  difference  is  expected  to  be  derived, 
and  (B)  such  investigation  as  he  may 
find  necessary. 

(2)  The  Administrator  shall  then 
certify  the  amount  so  estimated  by 
him  to  the  Secretary  of  the  Treasury, 
reduced  or  increased,  as  the  case  may 
be,  by  any  sum  by  which  the  Adminis¬ 
trator  finds  that  his  estimate  for  any 
prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been 
paid  to  the  State  for  such  quarter, 
except  to  the  extent  that  such  sum  has 
been  applied  to  make  the  amount  certi- 
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certified  for  any  prior  quarter  greater  or 
less  than  the  amount  estimated  by  the 
Secretary  of  Labor  for  such  prior 
quarter. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department  and 
prior  to  audit  or  settlement  by  the 
General  Accounting  Office,  pay  to  the 
State,  at  the  time  or  times  fixed  by  the 
Secretary  of  Labor,  the  amount  so 
certified. 

(c)  The  Secretary  of  Labor  shall  from 
time  to  time  certify  to  the  Secretary  of 
the  Treasury  the  amounts  to  be  paid 
to  the  States  from  the  allotment  avail¬ 
able  under  section  512  (b),  and  the  Sec¬ 
retary  of  the  Treasury  shall,  through 
the  Fiscal  Service  of  the  Treasury  De¬ 
partment,  and  prior  to  audit  or  settle¬ 
ment  by  the  General  Accounting  Office, 
make  payments  of  such  amounts  from 
such  allotments  at  the  time  or  times 
specified  by  the  Secretary  of  Labor. 

OPERATION  OF  STATE  PLANS 

Sec.  515.  In  the  case  of  any  State 
plan  for  services  for  crippled  children 
which  has  been  approved  by  the  Chief 
of  the  Children’s  Bureau,  if  the  Secre¬ 
tary  of  Labor,  after  reasonable  notice 
and  opportunity  for  hearing  to  the  State 
agency  administering  or  supervising  the 
administration  of  such  plan,  finds  that 
in  the  administration  of  the  plan  there 
is  a  failure  to  comply  substantially 
with  any  provision  required  by  section 
513  to  be  included  in  the  plan,  he  shall 
notify  such  State  agency  that  further 
payments  will  not  be  made  to  the  State 
until  he  is  satisfied  that  there  is  no  longer 
any  such  failure  to  comply.  Until  he  is 
so  satisfied  he  shall  make  no  further 
certification  to  the  Secretary  of  the 
Treasury  with  respect  to  such  State. 

Part  3 — Child-Welfare  Services 

Sec.  521.  (a)  For  the  purpose  of  en¬ 
abling  the  United  States,  through  the 
Children’s  Bureau  ,to  cooperate  with 
State  public-welfare  agencies  in  estab¬ 
lishing,  extending,  and  strengthening, 
especially  in  predominantly  rural  areas, 
public-welfare  services  (hereinafter  in 
this  section  referred  to  as  “  child-walfare 
services”)  for  the  protection  and  care 
of  homeless,  dependent,  and  neglected 
children,  and  children  in  danger  of  be¬ 
coming  delinquent,  there  is  hereby 
authorized  to  be  appropriated  for  each 
fiscal  year,  beginning  with  the  fiscal 
year  ending  June  30,  1936,  the  sum  of 
$3,500,000.  Such  amount  shall  be 
allotted  by  the  Secretary  of  Labor  for 
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fied  for  any  prior  quarter  greater  or 
less  than  the  amount  estimated  by  the 
Administrator  for  such  prior  quarter. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department  and 
prior  to  audit  or  settlement  by  the 
General  Accounting  Office,  pay  to  the 
State,  at  the  time  or  times  fixed  by  the 
Administrator,  the  amount  so  certified. 

(c)  The  Administrator  shall  from 
time  to  time  certify  to  the  Secretary 
of  the  Treasury  the  amounts  to  be  paid 
to  the  States  from  the  allotment  avail¬ 
able  under  section  512  (b),  and  the 
Secretary  of  the  Treasury  shall,  through 
the  Fiscal  Service  of  the  Treasury  De¬ 
partment,  and  prior  to  audit  or  settle¬ 
ment  by  the  General  Accounting  Office, 
make  payments  of  such  amounts  from 
such  allotments  at  the  time  or  times 
specified  by  the  Administrator. 

OPERATION  OF  STATE  PLANS 

Sec.  515.  In  the  case  of  any  Stats 
plan  for  services  for  crippled  chidren 
which  has  been  approved  by  the  Ad¬ 
ministrator,  if  the  Administrator,  after 
reasonable  notice  and  opportunity  for 
hearing  to  the  State  agency  administer¬ 
ing  or  supervising  the  administration  of 
such  plan,  finds  that  in  the  administra¬ 
tion  of  the  plan  there  is  a  failure  to 
comply  substantially  with  any  provision 
required  by  section  513  to  be  included  in 
the  plan,  he  shall  notify  such  State 
agency  that  further  payments  will  not 
be  made  to  the  State  until  he  is  satisfied 
that  there  is  no  longer  any  such  failure  to 
comply.  Until  he  is  so  satisfied  he  shall 
make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect 
to  such  State. 

Part  3^—  Child-Welfare  Services 

Sec.  521.  (a)  For  the  purpose  of  en¬ 
abling  the  United  States,  through  the 
Administrator,  to  cooperate  with  State 
public-welfare  agencies  in  establishing, 
extending,  and  strengthening,  especially 
in  predominantly  rural  areas,  public- 
welfare  services  (hereinafter  in  this 
section  referred  to  as  “child-welfare 
services”)  for  the  protection  and  care 
of  homeless,  dependent,  and  neglected 
children,  and  children  in  danger  of  be¬ 
coming  delinquent,  there  is  hereby 
authorized  to  be  appropriated  for  each 
fiscal  year,  beginning  with  the  fiscal 
year  ending  June  30,  1936,  the  sum  of 
$3,500,000.  Such  amount  shall  be 
allotted  by  the  Administrator  for  use 
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use  by  cooperating  State  public-welfare 
agencies  on  the  basis  of  plans  developed 
jointly  by  the  State  agency  and  the 
Children’s  Bureau,  to  each  State, 
$20,000,  and  the  remainder  to  each 
State  on  the  basis  of  such  plans,  not  to 
exceed  such  part  of  the  remainder  as 
the  rural  population  of  such  State  bears 
to  the  total  rural  population  of  the 
United  States.  The  amount  so  allotted 
shall  be  expended  for  payment  of  part 
of  the  cost  of  district,  county,  or  other 
local  child-welfare  services  in  areas 
redominately  rural,  and  for  developing 
tate  services  for  the  encouragement 
and  assistance  of  adequate  methods  of 
community  child-welfare  organization 
in  areas  predominantly  rural  and  other 
areas  of  special  need.  The  amount  of 
any  allotment  to  a  State  under  this 
section  for  any  fiscal  year  remaining 
unpaid  to  such  State  at  "the  end  of  such 
fiscal  year  shall  be  available  for  payment 
to  such  State  under  this  section  until 
the  end  of  the  second  succeeding  fiscal 
year.  No  payment  to  a  State  under 
this  section  shall  be  made  out  of  its 
allotment  for  any  fiscal  year  until  its 
allotment  for  the  preceding  fiscal  year 
has  been  exhausted  or  has  ceased  to  be 
available. 


(b)  From  the  sums  appropriated 
therefor  and  the  allotments  available 
under  subsection  (a)  the  Secretary  of 
Labor  shall  from  time  to  time  certify 
to  the  Secretary  of  the  Treasury  the 
amounts  to  be  paid  to  the  States,  and 
the  Secretary  of  the  Treasury  shall, 
through  the  Fiscal  Service  of  the  Treas¬ 
ury  Department,  and  prior  to  audit  or 
settlement  by  the  General  Accounting 
Office,  make  payments  of  such  amounts 
from  such  allotments  at  the  time  or 
times  specified  by  the  Secretary  of 
Labor. 
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by  cooperating  State  public-welfare 
agencies  on  the  basis  of  plans  developed 
jointly  by  the  State  agency  and  the 
Administrator,  to  each  State,  $20,000, 
and  the  remainder  to  each  State  on  the 
basis  of  such  plans,  not  to  exceed  such 
part  of  the  remainder  as  the  rural  popu¬ 
lation  of  such  State  under  age  eighteen 
bears  to  the  total  rural  population  of  the 
United  States  under  such  age.  The 
amount  so  allotted  shall  be  expended 
for  payment  of  part  of  the  cost  of  dis¬ 
trict,  county,  or  other  local  child-welfare 
services  in  areas  predominantly  rural, 
for  developing  State  services  for  the 
encouragement  and  assistance  of  ade¬ 
quate  methods  of  community  child- 
welfare  organization  in  areas  predomi¬ 
nantly  rural  and  other  areas  of  special 
need,  and  for  paying  the  cost  of  return¬ 
ing  any  run-away  child  who  has  not 
attained  the  age  of  sixteen  to  his  own 
community  in  another  State  in  cases 
in  which  such  return  is  in  the  interest 
of  the  child  and  the  cost  thereof  cannot 
otherwise  be  met:  Provided,  That  in 
developing  such  services  for  children  the 
facilities  and  experience  of  voluntary 
agencies  shall  be  utilized  in  accordance 
with  child-care  programs  and  arrange¬ 
ments  in  the  States  and  local  communi¬ 
ties  as  may  be  authorized  by  the  State. 
The  amount  of  any  allotment  to  a 
State  under  this  section  for  any  fiscal 
year  remaining  unpaid  to  such  State 
at  the  end  of  such  fiscal  year  shall  be 
available  for  payment  to  such  State 
under  this  section  until  the  end  of  the 
second  succeeding  fiscal  year.  No  pay¬ 
ment  to  a  State  under  this  section  shall 
be  made  out  of  its  allotment  for  any 
fiscal  year  until  its  allotment  for  the 
preceding  fiscal  year  has  been  exhausted 
or  has  ceased  to  be  available. 

(b)  From  the  sums  appropriated 
therefor  and  the  allotments  available 
under  subsection  (a)  the  Administrator 
shall  from  time  to  time  certify  to  the 
Secretary  of  the  Treasury  the  amounts 
to  be  paid  to  the  States,  and  the  Secre¬ 
tary  of  the  Treasury  shall,  through  the 
Fiscal  Service  of  the  Treasury  Depart¬ 
ment,  and  prior  to  audit  or  settlement 
by  the  General  Accounting  Office,  make 
payments  of  such  amounts  from  such 
allotments  at  the  time  or  times  specified 
by  the  Administrator. 

***** 


Part  5 — Administration  Part  5 — Administration 

Sec.  541.  (a)  There  is  hereby  author-  Sec.  541.  (a)  There  is  hereby  author¬ 
ized  to  be  appropriated  for  the  fiscal  ized  to  be  appropriated  for  the  fiscal 
year  ending  June  30,  1947,  the  sum  of  year  ending  June  30,  1947,  the  sum  of 
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$1,000,000,  for  all  necessary  expenses  of 
the  Children’s  Bureau  in  administering 
the  provisions  of  this  title,  except  sec¬ 
tion  531. 

(b)  The  Children’s  Bureau  shall  make 
such  studies  and  investigations  as  will 
promote  the  efficient  administration  of 
this  title,  except  section  531. 

(c)  The  Secretary  of  Labor  shall  in¬ 
clude  in  his  annual  report  to  Congress 
a  full  account  of  the  administration  of 
this  title. 

sfc 

TITLE  VII— SOCIAL  SECURITY 
BOARD 

Section  701.  There  is  hereby  estab¬ 
lished  a  Social  Security  Board  (in  this  Act 
referred  to  as  the  “Board”)  to  be  com¬ 
posed  of  three  members  to  be  appointed 
by  the  President,  by  and  with  the  advice 
and  consent  of  the  Senate.  During 
his  term  of  membership  on  the  Board, 
no  member  shall  engage  in  any  other 
business,  vocation,  or  employment. 
Not  more  than  two  of  the  members  of 
the  Board  shall  be  members  of  the  same 
political  party.  Each  member  shall 
receive  a  salary  at  the  rate  of  $10,000 
a  year  and  shall  hold  office  for  a  term 
of  six  years,  except  that  (1)  any  member 
appointed  to  fill  a  vacancy  occurring 
prior  to  the  expiration  of  the  term  for 
which  his  predecessor  was  appointed, 
shall  be  appointed  for  the  remainder 
of  such  term;  and  (2)  the  terms  of  office 
of  the  members  first  taking  office  after 
the  date  of  the  enactment  of  this  Act 
shall  expire,  as  designated  by  the 
President  at  the  time  of  appointment, 
one  at  the  end  of  two  years,  one  at  the 
end  of  four  years,  and  one  at  the  end  of 
six  years,  after  the  date  of  the  enact¬ 
ment  of  this  Act.  The  President  shall 
designate  one  of  the  members  as  the 
chairman  of  the  Board. 

*  *  *  *  * 


Sec.  704.  The  Board  shall  make  a  full 
report  to  Congress,  at  the  beginning  of 
each  regular  session,  of  the  administra¬ 
tion  of  the  functions  with  which  it  is 
charged. 

*  *  *  sfc  * 
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$1,000,000,  for  all  necessary  expenses  of 
the  Federal  Security  Agency  in  adminis¬ 
tering  the  provisions  of  this  title,  except 
section  531. 

(b)  The  Administrator  shall  make 
such  studies  and  investigations  as  will 
promote  the  efficient  administration  of 
this  title,  except  section  531. 

(c)  [Repealed.] 

*  *  *  *  * 


OFFICE  OF  COMMISSIONER  FOR  SOCIAL 
SECURITY 

Sec.  701.  There  shall  be  in  the  Federal 
Security  Agency  a  Commissioner  for 
Social  Security,  appointed  by  the  Ad¬ 
ministrator,  who  shall  perform  such 
functions  relating  to  social  security  as 
the  Administrator  shall  assign  to  him. 


REPORTS 

Sec.  704.  The  Administrator  shall 
make  a  full  report  to  Congress,  at  the 
beginning  of  each  regular  session,  of  the 
administration  of  the  functions  with 
which  he  is  charged  under  this  Act.  In 
addition  to  the  number  of  copies  of  such 
report  authorized  by  other  law  to  be 
printed,  there  is  hereby  authorized  to 
be  printed  not  more  than  five  thousand 
copies  of  such  report  for  use  by  the  Ad¬ 
ministrator  for  distribution  to  Members 
of  Congress  and  to  State  and  other  pub¬ 
lic  or  private  agencies  or  organizations 
participating  in  or  concerned  with  the 
social  security  program. 
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TITLE  X— GRANTS  TO  STATES 
FOR  AID  TO  THE  BLIND 

APPROPRIATION 

Section  1001.  For  the  purpose  of 
enabling  each  State  to  furnish  financial 
assistance,  as  far  as  practicable  under 
the  conditions  in  such  State,  to  needy 
individuals  who  are  blind,  there  is 
hereby  authorized  to  be  appropriated  for 
the  fiscal  year  ending  June  30,  1036,  the 
sum  of  $3,000,000,  and  there  is  hereby 
authorized  to  be  appropriated  for  each 
fiscal  year  thereafter  a  sum  sufficient 
to  carry  out  the  purposes  of  this  title. 
The  sums  made  available  under  this 
section  shall  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted, 
and  had  approved  by  the  Board,  State 
plans  for  aid  to  the  blind. 


STATE  PLANS  FOR  AID  TO  THE  BLIND 

Sec.  1002.  (a)  A  State  plan  for  aid 
to  the  blind  must  (1)  provide  that  it 
shall  be  in  effect  in  all  political  subdivi¬ 
sions  of  the  State,  and,  if  administered 
by  them,  be  mandatory  upon  them;  (2) 
provide  for  financial  participation  by 
the  State;  (3)  either  provide  for  the 
establishment  or  designation  of  a  single 
State  agency  to  administer  the  plan,  or 
provide  for  the  establishment  or  desig¬ 
nation  of  a  single  State  agency  to  super¬ 
vise  the  administration  of  the  plan;  (4) 
provide  for  granting  to  any  individual, 
whose  claim  for  aid  is  denied,  an  oppor¬ 
tunity  for  a  fair  hearing  before  such 
State  agency;  (5)  provide  such  methods 
of  administration  (including  after  Janu¬ 
ary  1,  1940,  methods  relating  to  the 
establishment  and  maintenance  of  per¬ 
sonnel  standards  on  a  merit  basis,  except 
that  the  Board  shall  exercise  no  author¬ 
ity  with  respect  to  the  selection,  tenure 
of  office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with 
such  methods)  as  are  found  by  the 
Board  to  be  necessary  for  the  proper 
and  efficient  operation  of  the  plan;  (6) 
provide  that  the  State  agency  will  make 
such  reports,  in  such  form  and  contain¬ 
ing  such  information,  as  the  Board  may 
from  time  to  time  require,  and  comply 
with  such  provisions  as  the  Board  may 
from  time  to  time  find  necessary  to 
assure  the  correctness  and  verification 
of  such  reports;  and  (7)  provide  that 
no  aid  will  be  furnished  any  individual 
under  the  plan  with  respect  to  any 
period  with  respect  to  which  he  is 
receiving  old-age  assistance  under  the 
State  plan  approved  under  section  2  of 
this  Act;  (8)  provide  that  the  State 
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TITLE  X— GRANTS  TO  STATES 
FOR  AID  TO  THE  BLIND 

APPROPRIATION 

Section  1001.  For  the  purpose  of 
enabling  each  State  to  furnish  financial 
assistance,  as  far  as  practicable  under 
the  conditions  in  such  State,  to  needy 
individuals  who  are  blind,  there  is 
hereby  authorized  to  be  appropriated 
for  the  fiscal  year  ending  June  30,  1936, 
the  sum  of  $3,000,000,  and  there  is 
hereby  authorized  to  be  appropriated 
for  each  fiscal  year  thereafter  a  sum 
sufficient  to  carry  out  the  purposes  of 
this  title.  The  sums  made  available 
under  this  section  shall  be  used  for 
making  payments  to  States  which  have 
submitted,  and  had  approved  by  the 
Administrator,  State  plans  for  aid  to 
the  blind. 

STATE  PLANS  FOR  AID  TO  THE  BLIND 

Sec.  1002.  (a)  A  State  plan  for  aid 
to  the  blind  must  (1)  provide  that  it 
shall  be  in  effect  in  all  political  subdivi¬ 
sions  of  the  State,  and,  if  administered 
by  them,  be  mandatory  upon  them;  (2) 
provide  for  financial  participation  by 
the  State;  (3)  either  provide  for  the 
establishment  or  designation  of  a  single 
State  agency  to  administer  the  plan,  or 
provide  for  the  establishment  or  desig¬ 
nation  of  a  single  State  agency  to  super¬ 
vise  the  administration  of  the  plan;  (4) 
provide  for  granting  an  opportunity  for 
a  fair  hearing  before  the  State  agency  to 
any  individual  whose  claim  for  aid  to 
the  blind  is  denied  or  is  not  acted  upon 
with  reasonable  promptness;  (5)  provide 
such  methods  of  administration  (includ¬ 
ing  after  January  1,  1940,  methods 
relating  to  the  establishment  and  main¬ 
tenance  of  personnel  standards  on  a 
merit  basis,  except  that  the  Adminis¬ 
trator  shall  exercise  no  authority  with 
respect  to  the  selection,  tenure  of  office, 
and  compensation  of  any  individual 
employed  in  accordance  with  such 
methods)  as  are  found  by  the  Adminis¬ 
trator  to  be  necessary  for  the  proper 
and  efficient  operation  of  the  plan;  (6) 
provide  that  the  State  agency  will  make 
such  reports,  in  such  form  and  contain¬ 
ing  such  information,  as  the  Adminis¬ 
trator  may  from  time  to  time  require, 
and  comply  with  such  provisions  as  the 
Administrator  may  from  time  to  time 
find  necessary  to  assure  the  correctness 
and  verification  of  such  reports;  and 
(7)  provide  that  no  aid  will  be  furnished 
any  individual  under  the  plan  with 
respect  to  any  period  with  respect  to 
which  he  is  receiving  old-age  assistance 
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agency  shall,  in  determining  need,  take 
into  consideration  any  other  income 
and  resources  of  an  individual  claiming 
aid  to  the  blind;  and  (9)  provide  safe¬ 
guards  which  restrict  the  use  or  disclo¬ 
sure  of  information  concerning  appli¬ 
cants  and  recipients  to  purposes  directly 
connected  with  the  administration  of 
aid  to  the  blind. 


(b)  The  Board  shall  approve  any  plan 
which  fulfills  the  conditions  specified  in 
subsection  (a),  except  that  it  shall  not 
approve  any  plan  which  imposes,  as  a 
condition  of  eligibility  for  aid  to  the 
blind  under  the  plan — 

(1)  Any  residence  requirement  which 
excludes  any  resident  of  the  State  who 
has  resided  therein  five  years  during  the 
nine  years  immediately  preceding  the 
application  for  aid  and  has  resided 
therein  continuously  for  one  year 
immediately  preceding  the  application; 
or 

(2)  Any  citizenship  requirement  which 
excludes  any  citizen  of  the  United  States. 
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under  the  State  plan  approved  under 
section  2  of  this  Act;  (8)  provide  that 
the  State  agency  shall,  in  determining 
need,  take  into  consideration  any  other 
income  and  resources  of  the  individual 
claiming  aid  to  the  blind;  except  that, 
in  making  such  determination,  the  State 
agency  shall  disregard  the  first  $50  per 
month  of  earned  income; 1  (9)  provide 
safeguards  which  restrict  the  use  or  dis¬ 
closure  of  information  concerning  appli¬ 
cants  and  recipients  to  purposes  directly 
connected  with  the  administration  of 
aid  to  the  blind;  (10)  provide  that,  in 
determining  whether  an  individual  is 
blind,  there  shall  be  an  examination  by  a 
physician  skilled  in  diseases  of  the  eye 
and,  effective  July  1,  1953,  provide  that 
the  services  of  optometrists  within  the 
scope  of  the  practice  of  optometry  as 
prescribed  by  the  laws  of  the  State  shall 
be  made  available  to  the  recipients 
thereof  as  well  as  to  the  recipients  of 
any  grant-in-aid  program  for  improve¬ 
ment  or  conservation  of  vision;  (11) 
effective  July  1,  1951,  provide  that  all 
individuals  wishing  to  make  application 
for  aid  to  the  blind  shall  have  oppor¬ 
tunity  to  do  so,  and  that  aid  to  the  blind 
shall  be  furnished  with  reasonable 
promptness  to  all  eligible  individuals; 
and  (12)  effective  July  1,  1953,  provide, 
if  the  plan  includes  payments  to  indi¬ 
viduals  in  private  or  public  institutions, 
for  the  establishment  or  designation  of 
a  State  authority  or  authorities  which 
shall  be  responsible  for  establishing  and 
maintaining  standards  for  such  insti¬ 
tutions. 

(b)  The  Administrator  shall  approve 
any  plan  which  fulfills  the  conditions 
specified  in  subsection  (a),  except  that  he 
shall  not  approve  any  plan  which  im¬ 
poses,  as  a  condition  of  eligibility  for  aid 
to  the  blind  under  the  plan — 

(1)  Any  residence  requirement  which 
excludes  any  resident  of  the  State  who 
has  resided  therein  five  years  during  the 
nine  years  immediately  preceding  the 
application  for  aid  and  has  resided  there¬ 
in  continuously  for  one  year  immediately 
preceding  the  application;  or 

(2)  Any  citizenship  requirement  which 
excludes  any  citizen  of  the  United  States. 

1  For  the  period  beginning  October  1,  1950,  and 
ending  June  30,  1952,  clause  (8)  is  amended  to  read 
as  follows:  “(8)  provide  that  the  State  agency  shall 
in  determining  need,  take  into  consideration  any 
other  income  and  resource  of  an  individual  claiming 
aid  to  the  blind;  except  that  the  State  agency  may, 
in  making  such  determination,  disregard  not  to 
exceed  $50  por  month  of  earned  income;”. 
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Sec.  1003.  (a)  From  the  sums  appro¬ 
priated  therefor,  the  Secretary  of  the 
Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the 
blind,  for  each  quarter,  beginning  with 
the  quarter  commencing  October  1, 
1948,  (1)  an  amount,  which  shall  be 
used  exclusively  as  aid  to  the  blind, 
equal  to  the  sum  of  the  following  propor¬ 
tions  of  the  total  amounts  expended 
during  such  quarter  as  aid  to  the  blind 
under  the  State  plan  with  respect  to  each 
needy  individual  who  is  blind  and  is  not 
an  inmate  of  a  public  institution,  not 
counting  so  much  of  such  expenditure 
with  respect  to  any  such  individual  for 
any  month  as  exceeds  $50 — 

(A)  three-fourths  of  such  expendi¬ 
tures,  not  counting  so  much  of  any 
expenditure  with  respect  to  any  month 
as  exceeds  the  product  of  $20  multiplied 
by  the  total  number  of  such  individuals 
who  received  aid  to  the  blind  for  such 
months,  plus 

(B)  one-half  of  the  amount  by  which 
such  expenditures  exceed  the  maximum 
which  may  be  counted  under  clause  (A) ; 
and  (2)  an  amount  equal  to  one-half  of 
the  total  of  the  sums  expended  during 
such  quarter  as  found  necessary  by  the 
Administrator  for  the  proper  and 
efficient  administration  of  the  State 
plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the 
State  plan  or  for  aid  to  the  blind,  or 
both,  and  for  no  other  purpose. 

(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Board  shall,  prior  to  the 
beginning  of  each  quarter,  estimate  the 
amount  to  be  paid  to  the  State  for  such 
quarter  under  the  provisions  of  sub¬ 
section  (a),  such  estimate  to  be  based  on 
(A)  a  report  filed  by  the  State  containing 
its  estimate  of  the  total  sum  to  be 
expended  in  such  quarter  in  accordance 
with  the  provisions  of  such  subsection, 
and  stating  the  amount  appropriated 
or  made  available  by  the  State  and  its 
political  subdivisions  for  such  expendi¬ 
tures  in  such  quarter,  and  if  such  amount 
is  less  than  one-half  of  the  total  sum  of 
such  estimated  expenditures,  the  source 
or  sources  from  which  the  difference  is 
expected  to  be  derived,  (B)  records 
showing  the  number  of  blind  individuals 
in  the  State,  and  (C)  such  other  investi¬ 
gation  as  the  Board  may  find  necessary. 


(2)  The  Board  shall  then  certify  to 
the  Secretary  of  the  Treasury  the 
amount  so  estimated  by  the  Board, 


CHANGES  IN  EXISTING  LAW 
PAYMENT  TO  STATES 

Sec.  1003.  (a)  From  the  sums  appro¬ 
priated  therefor,  the  Secretary  of  the 
Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the 
blind,  for  each  quarter,  beginning  with 
the  quarter  commencing  October  1, 
1950,  (1)  an  amount,  which  shall  be  used 
exclusively  as  aid  to  the  blind,  equal  to 
the  sum  of  the  following  proportions  of 
the  total  amounts  expended  during  such 
quarter  as  aid  to  the  blind  under  the 
State  plan,  not  counting  so  much  of  such 
expenditure  with  respect  to  any  indi¬ 
vidual  for  any  month  as  exceeds  $50 — 

(A)  three-fourths  of  such  expendi¬ 
tures,  not  counting  so  much  of  any 
expenditure  with  respect  to  any  month 
as  exceeds  the  product  of  $20  multiplied 
by  the  total  number  of  such  individuals 
who  received  aid  to  the  blind  for  such 
month,  plus 

(B)  one-half  of  the  amount  by  which 
such  expenditures  exceed  the  maximum 
which  may  be  counted  under  clause  (A) ; 
and  (2)  an  amount  equal  to  one-half  of 
the  total  of  the  sums  expended  during 
such  quarter  as  found  necessary  by  the 
Administrator  for  the  proper  and 
efficient  administration  of  the  State 
plan,  which  amount  shall  be  used  for 
paying  the  costs  of  administering  the 
State  plan  or  for  aid  to  the  blind,  or 
both,  and  for  no  other  purpose. 


(b)  The  method  of  computing  and 
paying  such  amounts  shall  be  as  follows: 

(1)  The  Administrator  shall,  prior 
to  the  beginning  of  each  quarter,  esti¬ 
mate  the  amount  to  be  paid  to  the  State 
for  such  quarter  under  the  provisions 
of  subsection  (a),  such  estimate  to  be 
based  on  (A)  a  report  filed  by  the  State 
containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  accord¬ 
ance  with  the  provisions  of  such  sub¬ 
section,  and  stating  the  amount  appro¬ 
priated  or  made  available  by  the  State 
and  its  political  subdivisions  for  such 
expenditures  in  such  quarter,  and  if  such 
amount  is  less  than  the  State’s  pro¬ 
portionate  share  of  the  total  sum  of  such 
estimated  expenditures,  the  source  or 
sources  from  which  the  difference  is 
expected  to  be  derived,  (B)  records 
showing  the  number  of  blind  individuals 
in  the  State,  and  (C)  such  other  investi¬ 
gation  as  the  Administrator  may  find 
necessary. 

(2)  The  Administrator  shall  then 
certify  to  the  Secretary  of  the  Treasury 
the  amount  so  estimated  by  the 
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(A)  reduced  or  increased,  as  the  case 
may  be,  by  any  sum  by  which  it  finds 
that,  its  estimate  for  any  prior  quarter 
was  greater  or  less  than  the  amount 
which  should  have  been  paid  to  the  State 
under  subsection  (a)  for  such  quarter 
and  (B)  reduced  by  a  sum  equivalent 
to  the  pro  rata  share  to  which  the  United 
States  is  equitably  entitled,  as  deter¬ 
mined  by  the  Board,  of  the  net  amount 
recovered  during  a  prior  quarter  by  the 
State  or  any  political  subdivision  thereof 
with  respect  to  aid  to  the  blind  furnished 
under  the  State  plan;  except  that  such 
increases  or  reductions  shall  not  be  made 
to  the  extent  that  such  sums  have  been 
applied  to  make  the  amount  certified 
for  any  prior  quarter  greater  or  less 
than  the  amount  estimated  by  the  Board 
for  such  prior  quarter:  Provided,  That 
anj'  part  of  the  amount  recovered  from 
the  estate  of  a  deceased  recipient  which 
is  not  in  excess  of  the  amount  expended 
by  the  State  or  any  political  subdivision 
thereof  for  the  funeral  expenses  of  the 
deceased  shall  not  be  considered  as  a 
basis  for  reduction  under  clause  (B)  of 
this  paragraph. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Division 
of  Disbursement  of  the  Treasury 
Department,  and  prior  to  audit  or 
settlement  by  the  General  Accounting 
Office,  pay  to  the  State,  at  the  time  or 
times  fixed  by  the  Board,  the  amount  so 
certified. 

OPERATION  OF  STATE  PLANS 

Sec.  1004.  In  the  case  of  any  State 
plan  for  aid  to  the  blind  which  has  been 
approved  by  the  Board,  if  the  Board, 
after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency  admin¬ 
istering  or  supervising  the  administra¬ 
tion  of  such  plan,  finds — 

(1)  that  the  plan  has  been  so  changed 
as  to  impose  any  residence  or  citizen¬ 
ship  requirement  prohibited  by  section 
1002  (b),  or  that  in  the  administration 
of  the  plan  any  such  prohibited  require¬ 
ment  is  imposed,  with  the  knowledge  of 
such  State  agency,  in  a  substantial 
number  of  cases;  or 

(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  sub¬ 
stantially  with  any  provision  required 
by  section  1002  (a)  to  be  included  in 
the  plan; 

the  Board  shall  notify  such  State  agency 
that  further  payments  will  not  be  made 
to  the  State  until  the  Board  is  satisfied 
that  such  prohibited  requirement  is  no 
longer  so  imposed,  and  that  there  is  no 
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Administrator,  (A)  reduced  or  increased, 
as  the  case  may  be,  by  any  sum  by 
which  he  finds  that  his  estimate  for  any 
prior  quarter  was  greater  or  less  than 
the  amount  which  should  have  been  paid 
to  the  State  under  subsection  (a)  for 
such  quarter,  and  (B)  reduced  by  a 
sum  equivalent  to  the  pro  rata  share  to 
which  the  United  States  is  equitably 
entitled,  as  determined  by  the  Adminis¬ 
trator,  of  the  net  amount  recovered 
during  a  prior  quarter  by  the  State  or 
any  political  subdivision  thereof  with 
respect  to  aid  to  the  blind  furnished 
under  the  State  plan,  except  that  such 
increases  or  reductions  shall  not  be 
made  to  the  extent  that  such  sums  have 
been  applied  to  make  the  amount 
certified  for  any  prior  quarter  greater  or 
less  than  the  amount  estimated  by  the 
Administrator  for  such  prior  quarter: 
Provided,  That  any  part  of  the  amount 
recovered  from  the  estate  of  a  deceased 
recipient  which  is  not  in  excess  of  the 
amount  expended  by  the  State  or  any 
political  subdivision  thereof  for  the 
funeral  expenses  of  the  deceased  shall  not 
be  considered  as  a  basis  for  reduction 
under  clause  (B)  of  this  paragraph. 

(3)  The  Secretary  of  the  Treasury 
shall  thereupon,  through  the  Fiscal 
Service  of  the  Treasury  Department, 
and  prior  to  audit  or  settlement  by  the 
General  Accounting  Office,  pay  to  the 
State,  at  the  time  or  times  fixed  by  the 
Administrator,  the  amount  so  certified 


OPERATION  OF  STATE  PLANS 

Sec.  1004.  In  the  case  of  any  State 
plan  for  aid  to  the  blind  which  has  been 
approved  by  the  Administrator,  if  the 
Administrator,  after  reasonable  notice 
and  opportunity  for  hearing  to  the  State 
agency  administering  or  supervising  the 
administration  of  such  plan,  finds — 

(1)  that  the  plan  has  been  so  changed 
as  to  impose  any  residence  or  citizen¬ 
ship  requirement  prohibited  by  section 
1002  (b),  or  that  in  the  administration 
of  the  plan  any  such  prohibited  require¬ 
ment  is  imposed,  with  the  knowledge  of 
such  State  agency,  in  a  substantial 
number  of  cases;  or 

(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  sub¬ 
stantially  with  any  provision  required 
by  section  1002  (a)  to  be  included  in 
the  plan; 

the  Administrator  shall  notify  such 
State  agency  that  further  payments 
will  not  be  made  to  the  State  until  he 
is  satisfied  that  such  prohibited  require¬ 
ment  is  no  longer  so  imposed,  and  that 
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longer  any  such  failure  to  comply. 
Until  it  is  so  satisfied  it  shall  make  no 
further  certification  to  the  Secretary  of 
the  Treasury  with  respect  to  such  State. 
*  *  *  *  * 


DEFINITION 

Sec.  1006.  When  used  in  this  title 
the  term  “aid  to  the  blind”  means 
money  payments  to  blind  individuals 
who  are  needy. 


[For  former  §  1101  (a)  (6),  see  oppo¬ 
site  amended  §  210  (k),  above.] 


RULES  AND  REGULATIONS 

Sec.  1102.  The  Secretary  of  the 
Treasury,  the  Secretary  of  Labor,  and 
the  Social  Security  Board,  respectively, 
shall  make  and  publish  such  rules  and 
regulations,  not  inconsistent  with  this 
Act,  as  may  be  necessary  to  the  efficient 
administration  of  the  functions  with 
which  each  is  charged  under  this  Act. 
***** 

DISCLOSURE  OF  INFORMATION  IN 
POSSESSION  OF  BOARD 

Sec.  1106.  No  disclosure  of  any  re¬ 
turn  or  portion  of  a  return  (including 
information  returns  and  other  written 
statements)  filed  with  the  Commis¬ 
sioner  of  Internal  Revenue  under  Title 
VIII  of  the  Social  Security  Act  or  the 
Federal  Insurance  Contributions  Act  or 
under  regulations  made  under  authority 
thereof,  which  has  been  transmitted  to 
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there  is  no  longer  any  such  failure  to 
comply.  Until  he  is  so  satisfied  he 
shall  make  no  further  certification  to 
the  Secretary  of  the  Treasury  with 
respect  to  such  State. 

***** 

DEFINITION 

Sec.  1006.  For  the  purposes  of  this 
title,  the  term  “aid  to  the  blind”  means 
money  payments  to,  or  medical  care  in 
behalf  of  or  any  type  of  remedial  care 
recognized  under  State  law  in  behalf  of, 
blind  individuals  who  are  needy,  but 
does  not  include  any  such  payments  to 
or  care  in  behalf  of  any  individual  who 
is  an  inmate  of  a  public  institution 
(except  as  a  patient  in  a  medical  institu¬ 
tion)  or  any  individual  (a)  who  is  a 
patient  in  an  institution  for  tuberculosis 
or  mental  diseases,  or  (b)  who  has  been 
diagnosed  as  having  tuberculosis  or 
psychosis  and  is  a  patient  in  a  medical 
institution  as  a  result  thereof. 

Sec.  1101.  (a)  When  used  in  this 
Act — - 

***** 

(6)  The  term  “Administrator,”  ex¬ 
cept  when  the  context  otherwise  re¬ 
quires,  means  the  Federal  Security 
Administrator. 

Sec.  1101.  (a)  (7)  The  terms  “physi¬ 
cian”  and  “medical  care”  and  “hospital¬ 
ization”  include  osteopathic  practition¬ 
ers  or  the  services  of  osteopathic 
practioners  and  hospitals  within  the 
scope  of  their  practice  as  defined  by 
State  law. 

*  *  *  *  * 

RULES  AND  REGULATIONS 

Sec.  1102.  The  Secretary  of  the 
Treasury,  the  Secretary  of  Labor,  and 
the  Federal  Security  Administrator, 
respectively,  shall  make  and  publish 
such  rules  and  regulations,  not  incon¬ 
sistent  with  this  Act,  as  may  be  neces¬ 
sary  to  the  efficient  administration  of 
the  functions  with  which  each  is  charged 
under  this  Act. 

Hs  *  *  *  * 

DISCLOSURE  OF  INFORMATION  IN 
POSSESSION  OF  AGENCY 

Sec.  1106.  Except  as  provided  in 
section  205  (c),  no  disclosure  of  any 
return  or  portion  of  a  return  (including 
information  returns  and  other  written 
statements)  filed  with  the  Commis¬ 
sioner  of  Internal  Revenue  under  title 
VIII  of  the  Social  Security  Act  or  under 
subchapter  E  of  chapter  1  or  sub¬ 
chapter  A  or  E  of  chapter  9  of  the 
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the  Board  by  the  Commissioner  of 
Internal  Revenue,  or  of  any  file,  record, 
report,  or  other  paper,  or  any  informa¬ 
tion,  obtained  at  any  time  by  the  Board 
or  by  any  officer  or  employee  of  the 
Board  in  the  course  of  discharging  the 
duties  of  the  Board,  and  no  disclosure 
of  any  such  file,  record,  report,  or  other 
paper,  or  information,  obtained  at  any 
time  by  any  person  from  the  Board  or 
from  any  officer  or  employee  of  the 
Board,  shall  be  made  except  as  the 
Board  may  by  regulations  prescribe. 
Any  person  who  shall  violate  any  pro¬ 
vision  of  this  section  shall  be  deemed 
guilty  of  a  misdemeanor  and,  upon 
conviction  thereof,  shall  be  punished  by 
a  fine  not  exceeding  $1,000,  or  by  im¬ 
prisonment  not  exceeding  one  year,  or 
both. 


PENALTY  FOE  FRAUD 

Sec.  1107.  (a)  Whoever,  with  the  in¬ 
tent  to  defraud  any  person,  shall  make 
or  cause  to  be  made  any  false  representa¬ 
tion  concerning  the  requirements  of  this 
Act,  the  Federal  Insurance  Contribu¬ 
tions  Act,  or  the  Federal  Unemploy¬ 
ment  Tax  Act,  or  of  any  rules  or  regula¬ 
tions  issued  thereunder,  knowing  such 
representations  to  be  false,  shall  be 
deemed  guilty  of  a  misdemeanor,  and, 
upon  conviction  thereof,  shall  be  pun¬ 
ished  by  a  fine  not  exceeding  $1,000,  or 
by  imprisonment  not  exceeding  one  year 
or  both. 

(b)  Whoever,  with  the  intent  to  elicit 
information  as  to  the  date  of  birth,  em¬ 
ployment,  wages,  or  benefits  of  any  indi¬ 
vidual  (1)  falsely  represents  to  the 
Board  that  he  is  such  individual,  or  the 
wife,  parent,  or  child  of  such  individual, 
or  the  duly  authorized  agent  of  such 
individual,  or  of  the  wife,  parent,  or 
child  of  such  individual,  or  (2)  falsely 
represents  to  any  person  that  he  is  an 
employee  or  agent  of  the  United  States, 
shall  be  deemed  guilty  of  a  misdemeanor, 
and,  upon  conviction  thereof,  shall  be 
punished  by  a  fine  not  exceeding  $1,000, 
or  by  imprisonment  not  exceeding  one 
year,  or  both. 
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Internal  Revenue  Code,  or  under  regu¬ 
lations  made  under  authority  thereof, 
which  has  been  transmitted  to  the  Ad¬ 
ministrator  by  the  Commissioner  of 
Internal  Revenue,  or  of  any  file,  record, 
report,  or  other  paper,  or  any  infor¬ 
mation,  obtained  at  anytime  by  the 
Administrator  or  by  any  officer  or 
employee  of  the  Federal  Security 
Agency  in  the  course  of  discharging  the 
duties  of  the  Administrator  under  this 
Act,  and  no  disclosure  of  any  such  file, 
record,  report,  or  other  paper,  or  infor¬ 
mation,  obtained  at  any  time  by  any 
person  from  the  Administrator  or  from 
any  officer  or  employee  of  the  Federal 
Security  Agency,  shall  be  made  except 
as  authorized  by  section  1108  and  then 
only  in  accordance  with  such  regulations 
as  the  Administrator  may  prescribe. 
Any  person  who  shall  violate  any  pro¬ 
vision  of  this  section  shall  be  deemed 
guilty  of  a  misdemeanor  and,  upon 
conviction  thereof,  shall  be  punished 
by  a  fine  not  exceeding  $1,000,  or  by 
imprisonment  not  exceeding  one  year, 
or  both. 

PENALTY  FOR  FRAUD 

Sec.  1107.  (a)  Whoever,  with  the  in¬ 
tent  to  defraud  any  person,  shall  make 
or  cause  to  be  made  any  false  representa¬ 
tion  concerning  the  requirements  of  this 
Act,  subchapter  E  of  chapter  1  or  sub¬ 
chapter  A,  C,  or  E  of  chapter  9  of  the 
Internal  Revenue  Code,  or  of  any  rules 
or  regulations  issued  thereunder,  know¬ 
ing  such  representations  to  be  false, 
shall  be  deemed  guilty  of  a  misdemeanor, 
and,  upon  conviction  thereof,  shall  be 
punished  by  a  fine  not  exceeding  $1,000, 
or  by  imprisonment  not  exceeding  one 
year,  or  both. 

(b)  Whoever,  with  the  intent  to  elicit 
information  as  to  the  date  of  birth,  em¬ 
ployment,  wages,  or  benefits  of  any  indi¬ 
vidual  (1)  falsely  represents  to  the  Ad¬ 
ministrator  that  he  is  such  individual,  or 
the  wife,  husband,  widow,  widower, 
former  wife  divorced,  child,  or  parent  of 
such  individual,  or  the  duly  authorized 
agent  of  such  individual,  or  of  the  wife, 
husband,  widow,  widower,  former  wife 
divorced,  child,  or  parent  of  such  indi¬ 
vidual,  or  (2)  falsely  represents  to  any 
person  that  he  is  an  employee  or  agent 
of  the  United  States,  shall  be  deemed 
guilty  of  a  misdemeanor,  and,  upon  con¬ 
viction  thereof,  shall  be  punished  by  a 
fine  not  exceeding  $1,000,  or  by  im¬ 
prisonment  not  exceeding  one  year,  or 
both. 

Sec.  1108.  (a)  (1)  The  Administrator 
is  authorized,  at  the  request  of  any 
agency  charged  with  the  administration 
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of  a  State  unemployment  compensation 
law  (with  respect  to  which  such  State  is 
entitled  to  payments  under  section  302 

(a)  of  this  Act)  and  to  the  extent  con¬ 
sistent  with  the  efficient  administration 
of  this  Act,  to  furnish  to  such  agency, 
for  use  by  it  in  the  administration  of  such 
law  or  a  State  temporary  disability  in¬ 
surance  law  administered  by  it,  infor¬ 
mation  from  or  pertaining  to  records, 
including  account  numbers,  maintained 
by  the  Administrator  in  accordance 
with  section  205  (c)  of  this  Act. 

(2)  At  the  request  of  any  agency,  per¬ 
son,  or  organization,  the  Administrator 
is  authorized,  to  the  extent  consistent 
with  efficient  administration  of  this  Act 
and  subject  to  such  conditions  or  limita¬ 
tions  as  he  deems  necessary,  to  conduct 
special  statistical  studies  of,  and  compile 
special  data  with  respect  to,  any  mat¬ 
ters  related  to  the  programs  authorized 
by  this  Act  and  to  furnish  information 
resulting  therefrom  to  any  such  agency, 
person,  or  organization. 

(b)  Requests  under  subsection  (a) 
shall  be  complied  with  only  if  the 
agency,  person,  or  organization  making 
the  request  agrees  to  make  payment  for 
the  work  or  information  requested  in 
such  amount,  if  any  (not  exceeding  the 
cost  of  performing  the  work  or  furnish¬ 
ing  the  information),  as  may  be  de¬ 
termined  by  the  Administrator.  Pay¬ 
ments  for  work  performed  or  informa¬ 
tion  furnished  pursuant  to  this  section 
shall  be  made  in  advance  or  by  way  of 
reimbursement,  as  may  be  requested  by 
the  Administrator,  and  shall  be  deposited 
in  the  Treasury  as  a  special  deposit  to 
be  used  to  reimburse  the  appropriations 
(including  authorizations  to  make  ex¬ 
penditures  from  the  Federal  Old-age 
and  Survivors  Insurance  Trust  Fund) 
for  the  unit  or  units  of  the  Federal 
Security  Agency  which  performed  the 
work  or  furnished  the  information. 

(c)  No  information  shall  be  furnished 
pursuant  to  this  section  in  violation  of 
section  1106  or  regulations  prescribed 
thereunder. 

TITLE  XII— ADVANCES  TO  STATE  TITLE  XII— ADVANCES  TO  STATE 
UNEMPLOYMENT  FUNDS  UNEMPLOYMENT  FUNDS 

Sec.  1201.  (a)  In  the  event  that  the  Sec.  1201.  (a)  In  the  event  that  the 
balance  in  a  State's  account  in  the  balance  in  a  State’s  account  in  the 
Unemployment  Trust  Fund  on  June  30,  Unemployment  Trust  Fund  on  June 
1947,  or  on  the  last  day  in  any  ensuing  30,  1947,  or  on  the  last  day  in  any 
calendar  quarter  which  ends  prior  to  ensuing  calendar  quarter  which  ends 
January  1,  1950,  does  not  exceed  a  sum  prior  to  January  1,  1952,  does  not  exceed 
equal  to  the  total  contributions  depos-  a  sura  equal  to  the  total  contributions 
ited  in  the  Unemployment  Trust  Fund  deposited  in  the  Unemployment  Trust 
under  the  unemployment  compensation  Fund  under  the  unemployment  corn- 
law  of  the  State  during  that  one  of  the  pensation  law  of  the  State  during  that 
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two  calendar  years  next  preceding  such 
day  in  which  such  deposits  were  higher, 
the  State  shall  be  entitled,  subject  to 
the  provisions  of  subsections  (b)  and  (c) 
hereof,  to  have  transferred  from  the 
Federal  unemployment  account  to  its 
account  in  the  Unemployment  Trust 
Fund  an  amount  equal  to  the  amount 
by  which  the  unemployment  compensa¬ 
tion  paid  out  by  it  in  the  calendar 
quarter  ending  on  such  day  exceeded 
2.7  per  centum  of  the  total  remunera¬ 
tion  which  was  paid  during  such  quarter 
and  was  subject  to  the  State  unem¬ 
ployment  compensation  law. 

(b)  The  Federal  Security  Adminis¬ 
trator  is  authorized  and  directed,  on 
application  of  a  State  unemployment 
compensation  agency,  to  make  findings 
as  to  whether  the  conditions  for  the 
transfer  of  moneys  provided  for  in  sub¬ 
section  (a)  hereof  have  been  met;  and 
if  such  conditions  exist,  the  Adminis¬ 
trator  is  directed  to  certify,  to  the  Sec¬ 
retary  of  the  Treasury,  from  time  to 
time,  the  amounts  for  transfer  in  order 
to  carry  out  the  purposes  of  this  title, 
reduced  or  increased,  as  the  case  may 
be,  by  any  sum  by  which  the  Adminis¬ 
trator  finds  that  the  amounts  transferred 
for  any  prior  quarter  wTere  greater  or 
less  than  the  amounts  to  which  the 
State  was  entitled  for  such  quarter. 
The  application  of  a  State  agency  shall 
be  made  on  such  forms,  and  contain 
such  information  and  data,  fiscal  and 
otherwise,  concerning  the  operation  and 
administration  of  the  State  law,  as  the 
Administrator  deems  necessary  or  rele¬ 
vant  to  the  performance  of  its  duties 
hereunder. 

(c)  Any  amount  transferred  to  the 
account  of  any  State  under  this  section 
shall  be  treated  as  an  advance,  without 
interest,  to  the  unemployment  fund  of 
such  State  and  shall  be  repaid  to  the 
Federal  unemployment  account  from 
the  unemployment  fund  of  that  State 
to  the  extent  that  the  balance  in  the 
State’s  account  in  the  Unemployment 
Trust  Fund,  at  the  end  of  any  calendar 
quarter,  exceeds  a  sum  equal  to  the 
total  contributions  deposited  in  the 
Unemployment  Trust  Fund  under  the 
unemployment  compensation  law'  of  the 
State  during  that  one  of  the  two  calen¬ 
dar  years  next  preceding  such  day  in 
which  such  deposits  w'ere  higher.  The 
Secretary  of  the  Treasury  shall,  after 
the  end  of  each  calendar  quarter,  trans¬ 
fer  from  the  unemployment  account  of 
each  State  in  the  Unemployment  Trust 
Fund  to  the  Federal  unemployment 
account  the  amount  required  to  be 
repaid  from  the  unemployment  fund  of 
such  State  at  the  end  of  such  quarter 
under  this  subsection. 
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one  of  the  two  calendar  years  next  pre¬ 
ceding  such  day  in  which  such  deposits 
were  higher,  the  State  shall  be  entitled, 
subject  to  the  provisions  of  subsections 
(b)  and  (c)  hereof,  to  have  transferred 
from  the  Federal  unemployment  account 
to  its  account  in  the  Unemployment 
Trust  Fund  an  amount  equal  to  the 
amount  by  which  the  unemployment 
compensation  paid  out  by  it  in  the 
calendar  quarter  ending  on  such  day 
exceeded  2.7  per  centum  of  the  total 
remuneration  which  was  paid  during 
such  quarter  and  was  subject  to  the 
State  unemployment  compensation  law. 

(b)  The  Federal  Security  Adminis¬ 
trator  is  authorized  and  directed  on 
application  of  a  State  unemployment 
compensation  agency,  to  make  findings 
as  to  w'hether  the  conditions  for  the 
transfer  of  moneys  provided  for  in 
subsection  (a)  hereof  have  been  met; 
and  if  such  conditions  exist,  the  Admin¬ 
istrator  is  directed  to  certify,  to  the 
Secretary  of  the  Treasury,  from  time  to 
time,  the  amounts  for  transfer  in  order 
to  carry  out  the  purposes  of  this  title, 
reduced  or  increased,  as  the  case  may 
be,  by  any  sum  by  which  the  Adminis¬ 
trator  finds  that  the  amounts  transferred 
for  any  prior  quarter  were  greater  or  less 
than  the  amounts  to  which  the  State 
was  entitled  for  such  quarter.  The 
application  of  a  State  agency  shall  be 
made  on  such  forms,  and  contain  such 
information  and  data,  fiscal  and  other¬ 
wise,  concerning  the  operation  and  ad¬ 
ministration  of  the  State  law,  as  the 
Administrator  deems  necessary  or  rele¬ 
vant  to  the  performance  of  its  duties 
hereunder. 

(c)  Any  amount  transferred  to  the 
account  of  any  State  under  this  section 
shall  be  treated  as  an  advance,  without 
interest,  to  the  unemployment  fund  of 
such  State  and  shall  be  repaid  to  the 
Federal  unemployment  account  from 
the  unemployment  fund  of  that  State 
to  the  extent  that  the  balance  in  the 
State’s  account  in  the  Unemployment 
Trust  Fund,  at  the  end  of  any  calendar 
quarter,  exceeds  a  sum  equal  to  the  total 
contributions  deposited  in  the  Unem¬ 
ployment  Trust  Fund  under  the  unem¬ 
ployment  compensation  law  of  the  State 
during  that  one  of  the  twm  calendar 
years  next  preceding  such  day  in  which 
such  deposits  were  higher.  The  Secre¬ 
tary  of  the  Treasury  shall,  after  the  end 
of  each  calendar  quarter,  transfer  from 
the  unemployment  account  of  each 
State  in  the  Unemployment  Trust  Fund 
to  the  Federal  unemployment  account 
the  amount  required  to  be  repaid  from 
the  unemployment  fund  of  such  State 
at  the  end  of  such  quarter  under  this 
subsection. 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


273 


EXISTING  LAW 

SOCIAL  SECURITY  ACT  AMEND- 
MENTS  OF  1939 

***** 

TITLE  IX— MISCELLANEOUS 
PROVISIONS 

*  *  *  ifi  * 

Sec.  908.  All  functions  of  the  Social 
Security  Board  shall  be  administered  by 
the  [Scoial  Security  Board  under  the  di¬ 
rection  and  supervision  of  the  Federal 
Security  Administrator. 

INTERNAL  REVENUE  CODE 


Sec.  3.  Classification  of  Provisions. 


Sec.  12.  Surtax  on  Individuals. 

*  *  *  *  * 
(g)  Cross  References. — 


Sec.  31.  Taxes  of  Foreic.n  Countries 
and  Possessions  of  United  States 

The  amount  of  income,  war-profits, 
and  excess-profits  taxes  imposed  by  for¬ 
eign  countries  or  possessions  of  the 
United  States  shall  be  allowed  as  a 
credit  against  the  tax,  to  the  extent 
provided  in  section  131. 


Sec.  58.  Declaration  of  Estimated 
Tax  By  Individuals 

*  *  *  H: 

(b)  Contents  of  Declaration. — ■ 
In  the  declaration  recpiired  under  sub¬ 
section  (a)  the  individual  shall  state — 
(1)  the  amount  which  he  estimates  as 
the  amount  of  tax  under  this  chapter  for 
the  taxable  year,  without  regard  to  any 
credits  under  sections  32  and  35  for 
taxes  withheld  at  source; 


CHANGES  IN  EXISTING  LAW 


[Repealed.] 


INTERNAL  REVENUE  CODE,  AS 
AMENDED  BY  H.  R.  6000,  AS 
REPORTED 

Sec.  3.  Classification  of  Provisions. 
*  *  *  *  * 

Subchapter  E — Tax  on  Self-Employ¬ 
ment  Income  (the  Self-Employment 
Contributions  Act),  divided  into  sec¬ 
tions. 

Sec.  12.  Surtax  on  Individuals. 
***** 

(g)  Cross  References. — 

*  *  *  *  * 

(6)  Tax  on  Self-Employment  In¬ 
come. — For  tax  on  self-employment 
income,  see  subchapter  E. 

Sec.  31.  Taxes  of  Foreign  Countries 
and  Possessions  of  United  States 

The  amount  of  income,  war-profits, 
and  excess-profits  taxes  imposed  by 
foreign  countries  or  possessions  of  the 
United  States  shall  be  allowed  as  a 
credit  against  the  tax  (other  than  the 
tax  imposed  by  subchapter  E,  relating 
to  tax  on  self-employment  income),  to 
the  extent  provided  in  section  131. 

Sec.  58.  Declaration  of  Estimated 
Tax  By  Individuals 

%  *  *  *  * 

(b)  Contents  of  Declaration. — 
In  the  declaration  required  under  sub¬ 
section  (a)  the  individual  shall  state — 
(1)  the  amount  which  he  estimates  as 
the  amount  of  tax  under  this  chapter 
for  the  taxable  year,  without  regard  to 
any  credits  under  sections  32  and  35  for 
taxes  withheld  at  source  and  without 
regard  to  the  tax  imposed  by  subchapter 
E  on  self-employment  income; 
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Sec.  107.  Compensation  for  Services 
Rendered  for  a  Period  of 
Thirty-six  Months  or  More  and 
Back  Pay. 


Sec.  120.  Unlimited  Deduction  for 
Charitable  and  Other  Contri¬ 
butions. 

In  the  case  of  an  individual  if  in  the 
taxable  year  and  in  each  of  the  ten  pre¬ 
ceding  taxable  years  the  amount  of  the 
contributions  or  gifts  described  in  sec¬ 
tion  23  (o)  (or  corresponding  provisions 
of  prior  revenue  Acts)  plus  the  amount  of 
income,  war-profits,  or  excess-profits 
taxes  paid  during  such  year  in  respect 
of  preceding  taxable  years,  exceeds  90 
per  centum  of  the  taxpayer’s  net  income 
for  each  such  year,  as  computed  without 
the  benefit  of  the  applicable  subsection, 
then  the  15  percentum  limit  imposed 
by  section  23  (o)  shall  not  be  applicable. 


Sec.  131.  Taxes  of  Foreign  Coun¬ 
tries  and  Possessions  of  United 
States. 

(a)  Allowance  of  Credit. — If  the  tax¬ 
payer  chooses  to  have  the  benefits  of  this 
section,  the  tax  imposed  by  this  chapter, 
except  the  tax  imposed  under  section 
102,  shall  be  credited  with: 

Sec.  161.  Imposition  of  Tax. 

(a)  Application  of  Tax. — The  taxes 
imposed  bv  this  chapter  upon  individ¬ 
uals  shall  apply  to  the  income  of  estates 
or  of  any  kind  of  property  held  in  trust, 
including — 

Sec.  294.  Additions  to  the  Tax  in 
Case  of  Nonpayment. 

*  *  *  *  * 

(d)  Estimated  Tax. — 


CHANGES  IN  EXISTING  LAW 

Sec.  107.  Compensation  for  Services 
Rendered  for  a  Period  of 
Thirty-six  Months  or  More  and 
Back  Pay. 

Jfc  ifc  9fc 

(e)  Tax  on  Self-Employment  In¬ 
come. — This  section  shall  be  applied 
without  regard  to,  and  shall  not  affect, 
the  tax  imposed  by  subchapter  E, 
relating  to  tax  on  self-employment 
income. 

Sec.  120.  Unlimited  Deduction  for 
Charitable  and  Other  Contri¬ 
butions. 

In  the  case  of  an  individual  if  in  the 
taxable  year  and  in  each  of  the  ten 
preceding  taxable  years  the  amount  of 
the  contributions  or  gifts  described  in 
section  23  (o)  (or  corresponding  pro¬ 
visions  of  prior  revenue  Acts)  plus  the 
amount  of  income  (determined  without 
regard  to  subchapter  E,  relating  to  tax 
on  self-employment  income),  war-prof¬ 
its,  or  excess-profits  taxes  paid  during 
such  year  in  respect  of  preceding  taxable 
years,  exceeds  90  per  centum  of  the 
taxpayer’s  net  income  for  each  such 
year,  as  computed  without  the  benefit  of 
the  applicable  subsection,  than  the  15 
percentum  limit  imposed  by  section  23 
(o)  shall  not  be  applicable. 

Sec.  131.  Taxes  of  Foreign  Coun¬ 
tries  and  Possessions  of  United 
States. 

(a)  Allowance  of  Credit. — If  the  tax¬ 
payer  chooses  to  have  the  benefits  of  this 
section,  the  tax  imposed  by  this  chapter, 
except  the  tax  imposed  under  section  102 
and  except  the  tax  imposed  under  sub¬ 
chapter  E,  shall  be  credited  with: 

Sec.  161.  Imposition  of  Tax. 

(a)  Application  of  Tax. — The  taxes 
imposed  by  this  chapter  (other  than  the 
tax  imposed  by  subchapter  E,  relating  to 
tax  on  self-employment  income)  upon 
individuals  shall  apply  to  the  income  of 
estates  or  of  any  kind  of  property  held  in 
trust,  including — 

Sec.  294.  Additions  to  the  Tax  in 
Case  of  Nonpayment. 

sfe  s|c  9(e  sfc 

(d)  Estimated  Tax. — 

(3)  Tax  on  [self-employment  in¬ 
come. — This  subsection  shall  be  applied 
without  regard  to  the  tax  imposed  by 
subchapter  E,  relating  to  tax  on  self- 
employment  income, 
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Sec.  322.  Refunds  and  Credits. 
(a)  Authorization. — 


CHANGES  IN  EXISTING  LAW 
Sec.  322.  Refunds  and  Credits. 

(a)  Authorization. — 

3fC 

(4)  Credit  for  “special  refunds” 
of  employee  social  security  tax. — 
The  Commissioner  is  authorized  to 
prescribe,  with  the  approval  of  the 
Secretary,  regulations  providing  for  the 
crediting  against  the  tax  imposed  by  this 
chapter  for  any  taxable  year  of  the 
amount  determined  by  the  taxpayer  or 
the  Commissioner  to  lie  allowable  under 
section  1401  (d)  as  a  special  refund  of  tax 
imposed  on  wages  received  during  the 
calendar  year  in  which  such  taxable 
year  begins.  If  more  than  one  taxable 
year  begins  in  such  calendar  year,  such 
amount  shall  not  be  allowed  under  this 
section  as  a  credit  against  the  tax  for 
any  taxable  year  other  than  the  last 
taxable  year  so  beginning.  The  amount 
allowed  as  a  credit  under  such  regula¬ 
tions  shall,  for  the  purposes  of  this 
chapter,  be  considered  an  amount  de¬ 
ducted  and  withheld  at  the  source  as 
tax  under  subchapter  D  of  chapter  9. 

SUBCHAPTER  E— TAX  ON  SELF- 
EMPLOYMENT  INCOME 

Sec.  480.  Rate  of  Tax. 

In  addition  to  other  taxes,  there  shall 
be  levied,  collected,  and  paid  for  each 
taxable  year  beginning  after  December 
31,  1950,  upon  the  self -employment  in¬ 
come  of  every  individual,  a  tax  as 
follows: 

(1)  In  the  case  of  any  taxable  year 
beginning  after  December  31,  1950,  and 
before  January  1,  1956,  the  tax  shall  be 
equal  to  2*4  per  centum  of  the  amount 
of  the  self-employment  income  for  such 
taxable  year. 

(2)  In  the  case  of  any  taxable  year 
beginning  after  December  31,  1955,  and 
before  January  1,  1960,  the  tax  shall  be 
equal  to  3  per  centum  of  the  amount  of 
the  self-employment  income  for  such 
taxable  year. 

(3)  In  the  case  of  any  taxable  year 
beginning  after  December  31,  1959,  and 
before  January  1,  1965,  the  tax  shall  be 
equal  to  3%  per  centum  of  the  amount 
of  the  self-employment  income  for  such 
taxable  year. 

(4)  In  the  case  of  any  taxable  year 
beginning  after  December  31,  1964,  and 
before  January  1,  1970,  the  tax  shall  be 
equal  to  4J4  per  centum  of  the  amount 
of  the  self-employment  income  for  such 
taxable  year. 


276 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  195  0 


EXISTING  LAW  CHANGES  IN  EXISTING  LAW 

(5)  In  the  case  of  any  taxable  year 
beginning  after  December  31,  1969,  the 
tax  shall  be  equal  to  4%  per  centum  of 
the  amount  of  the  self-employment  in¬ 
come  for  such  taxable  year. 

Sec.  481.  Definitions. 

F  or  the  purposes  of  this  subchapter — 

(a)  Net  Earnings  From  Self-Em¬ 
ployment. — The  term  “net  earnings 
from  self-employment”  means  the  gross 
income  derived  by  an  individual  from 
any  trade  or  business  carried  on  by  such 
individual,  less  the  deductions  allowed 
by  this  chapter  which  are  attributable 
to  such  trade  or  business,  plus  his  distri¬ 
butive  share  (whether  or  not  distri¬ 
buted)  of  the  ordinary  net  income  or 
loss,  as  computed  under  section  183, 
from  any  trade  or  business  carried  on 
by  a  partnership  of  which  he  is  a 
member;  except  that  in  computing  such 
.  gross  income  and  deductions  and  such 

distributive  share  of  partnership  ordi¬ 
nary  net  income  or  loss — - 

(1)  There  shall  be  excluded  rentals 
from  real  estate  (including  personal 
property  leased  with  the  real  estate)  and 
deductions  attributable  thereto,  unless 
such  rentals  are  received  in  the  course 
of  a  trade  or  business  as  a  real  estate 
dealer; 

(2)  There  shall  be  excluded  income 
derived  from  any  trade  or  business  in 
which,  if  the  trade  or  business  were 
carried  on  exclusively  by  employees,  the 
major  portion  of  the  services  would 
constitute  agricultural  labor  as  defined 
in  section  1426  (h);  and  there  shall  be 
excluded  all  deductions  attributable  to 
such  income; 

(3)  There  shall  be  excluded  dividends 
on  any  share  of  stock,  and  interest  on 
any  bond,  debenture,  note,  or  certificate, 
or  other  evidence  of  indebtedness, 
issued  with  interest  coupons  or  in 
registered  form  by  any  corporation 
(including  one  issued  by  a  government 
or  political  subdivision  thereof)  unless 
such  dividends  and  interest  (other  than 
interest  described  in  section  25  (a))  are 
received  in  the  course  of  a  trade  or 
business  as  a  dealer  in  stocks  or 
securities; 

(4)  There  shall  be  excluded  any  gain 
or  loss  (A)  which  is  considered  as  g#,in 
or  loss  from  the  sale  or  exchange  of  a 
capital  asset,  (B)  from  the  cutting  or 
disposal  of  timber  if  section  117  (j)  is 
applicable  to  such  gain  or  loss,  or  (C) 
from  the  sale,  exchange,  involuntary 
conversion,  or  other  disposition  of 
property  if  such  property  is  neither  (i) 
stock  in  trade  or  other  property  of  a 
kind  which  would  properly  be  includible 
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in  inventory  if  on  hand  at  the  close  of 
the  taxable  year,  nor  (ii)  property  held 
primarily  for  sale  to  customers  in  the 
ordinary  course  of  the  trade  or  business; 

(5)  The  deduction  for  net  operating 
losses  provided  in  section  23  (s)  shall 
not  be  allowed; 

(6)  (A)  If  any  of  the  income  derived 
from  a  trade  or  business  (other  than  a 
trade  or  business  carried  on  by  a  partner¬ 
ship)  is  community  income  under  com¬ 
munity  property  laws  applicable  to 
such  income,  all  of  the  gross  income  and 
deductions  attributable  to  such  trade 
or  business  shall  be  treated  as  the  gross 
income  and  deductions  of  the  husband 
unless  the  wife  exercises  substantially 
all  of  the  management  and  control  of 
such  trade  or  business,  in  which  case  all 
of  such  gross  income  and  deductions 
shall  be  treated  as  the  gross  income  and 
deductions  of  the  wife; 

(B)  If  any  portion  of  a  partner’s 
distributive  share  of  the  ordinary  net 
income  or  loss  from  a  trade  or  business 
carried  on  by  a  partnership  is  com¬ 
munity  income  or  loss  under  the  com¬ 
munity  property  laws  applicable  to 
such  share,  ail  of  such  distributive  share 
shall  be  included  in  computing  the  net 
earnings  from  self-employment  of  such 
partner,  and  no  part  of  such  share  shall 
be  taken  into  account  in  computing  the 
net  earnings  from  self-employment  of 
the  spouse  of  such  partner; 

(7)  In  the  case  of  any  taxable  year 
beginning  on  or  after  the  effective  date 
specified  in  section  3810,  (A)  the  term 
“possession  of  the  United  States”  as 
used  in  section  251  shall  not  include 
Puerto  Rico,  and  (B)  a  citizen  or  resi¬ 
dent  of  Puerto  Rico  shall  compute  his 
net  earnings  from  self-employment  in 
the  same  manner  as  a  citizen  of  the 
United  States  and  without  regard  to 
the  provisions  of  section  252. 

If  the  taxable  year  of  a  partner  is 
different  from  that  of  the  partnership, 
the  distributive  share  which  he  is  re¬ 
quired  to  include  in  computing  his  net 
earnings  from  self-employment  shall  be 
based  upon  the  ordinary  net  income  or 
loss  of  the  partnership  for  any  taxable 
year  of  the  partnership  (even  though 
beginning  prior  to  January  1,  1951) 
ending  within  or  with  his  taxable  year. 

(b)  Self-Employment  Income. — 
The  term  “self-employment  income” 
means  the  net  earnings  from  self- 
employment  derived  by  an  individual 
(other  than  a  nonresident  alien  individ¬ 
ual)  during  any  taxable  year  beginning 
after  December  31,  1950;  except  that 
such  term  shall  not  include — 
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(1)  That  part  of  the  net  earnings 
from  self-employment  which  is  in 
excess  of:  (A)  $3,000,  minus  (B)  the 
amount  of  the  wages  paid  to  such  indi¬ 
vidual  during  the  taxable  year;  or 

(2)  The  net  earnings  from  self- 
employment,  if  such  net  earnings  for  the 
taxable  year  are  less  than  $400. 

For  the  purposes  of  clause  (1)  the  term 
“wages”  includes  remuneration  paid  to 
an  employee  if  such  remuneration  is  for 
services  included  under  an  agreement 
entered  into  pursuant  to  the  provisions 
of  section  218  of  the  Social  Security  Act 
(relating  to  coverage  of  State  em¬ 
ployees).  In  the  case  of  any  taxable 
year  beginning  prior  to  the  effective 
date  specified  in  section  3810,  an  indi¬ 
vidual  who  is  a  citizen  of  Puerto  Rico 
(but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident 
of  the  United  States  or  of  the  Virgin 
Islands  during  such  taxable  year  shall  be 
considered,  for  the  purposes  of  this  sub- 
chapter,  as  a  nonresident  alien  indi¬ 
vidual.  An  individual  who  is  not  a 
citizen  of  the  United  States  but  who  is  a 
resident  of  the  Virgin  Islands  or  (after 
the  effective  date  specified  in  section 
3810)  a  resident  of  Puerto  Rico  shall  not, 
for  the  purposes  of  this  subchapter,  be 
considered  to  be  a  nonresident  alien 
individual. 

(c)  Trade  or  Business. — The  term 
“trade  or  business”,  when  used  with 
reference  to  self-employment  income  or 
net  earnings  from  self-employment,  shall 
have  the  same  meaning  as  when  used 
in  section  23,  except  that  such  term  shall 
not  include — 

(1)  The  performance  of  the  functions 
of  a  public  office; 

(2)  The  performance  of  service  by  an 
individual  as  an  employee  (other  than 
service  described  in  section  1426  (b)  (16) 
(B)  performed  by  an  individual  who  has 
attained  the  age  of  eighteen) ; 

(3)  The  performance  of  service  by  an 
individual  as  an  employee  or  employee 
representative  as  defined  in  section  1532; 

(4)  The  performance  of  service  by  a 
duly  ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of 
his  ministry  or  by  a  member  of  a  reli¬ 
gious  order  in  the  exercise  of  duties 
required  by  such  order;  or 

(5)  The  performance  of  service  by  an 
individual  in  the  exercise  of  his  profes¬ 
sion  as  a  physician,  lawyer,  dentist, 
osteopath,  veterinarian,  chiropractor, 
naturopath,  or  optometrist,  or  as  a 
Christian  Science  practitioner,  or  as  an 
architect,  certified  public  accountant,  or 
professional  engineer;  or  the  perform¬ 
ance  of  such  service  by  a  partnership. 
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Sec.  1400.  Rate  of  Tax 

In  addition  to  other  taxes,  there  shall 
be  levied,  collected,  and  paid  upon  the 
income  of  every  individual  a  tax  equal 
to  the  following  percentages  of  the  wages 
(as  defined  in  section  1426  (a)  )  re¬ 
ceived  by  him  after  December  31,  1936, 
with  respect  to  employment  (as  defined 
in  section  1426  (b)  )  after  such  date: 

(1)  With  respect  to  wages  received 
during  the  calendar  years  1939  to  1949, 
both  inclusive,  the  rate  shall  be  1  per 
centum. 

(2)  With  respect  to  wages  received 
during  the  calendar  years  1950  and 
1951,  the  rate  shall  be  1)4  per  centum. 

(3)  With  respect  to  wages  received 
after  December  31,  1951,  the  rate  shall 
be  2  per  centum. 


CHANGES  IN  EXISTING  LAW 

(d)  Employee  and  Wages. — The 
term  “employee”  and  the  term  “wages” 
shall  have  the  same  meaning  as  when 
used  in  subchapter  A  of  chapter  9. 

Sec.  482.  Miscellaneous  Provisions 

(a)  Returns. — Every  individual 
(other  than  a  nonresident  alien  indi¬ 
vidual)  having  net  earnings  from  self- 
employment  of  $400  or  more  for  the 
taxable  year  shall  make  a  return  con¬ 
taining  such  information  for  the  purpose 
of  carrying  out  the  provisions  of  this 
subchapter  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  may  by 
regulations  prescribe.  Such  return  shall 
be  considered  a  return  required  under 
section  51  (a).  In  the  case  of  a  husband 
and  wife  filing  a  joint  return  under  sec¬ 
tion  51  (b),  the  tax  imposed  by  this  sub- 
chapter  shall  not  be  computed  on  the 
aggregate  income  but  shall  be  the  sum 
of  the  taxes  computed  under  this  sub¬ 
chapter  on  the  separate  self-employment 
income  of  each  spouse. 

(b)  Title  of  Subchapter. — This 
subchapter  may  be  cited  as  the  “Self- 
Employment  Contributions  Act.” 

(c)  Effective  Date  in  Case  of 
Puerto  Rico. — -For  effective  date  in 
case  of  Puerto  Rico,  see  section  3810. 

(d)  Collection  of  Taxes  in  Virgin 
Islands  and  Puerto  Rico. — For  pro¬ 
visions  relating  to  collection  of  taxes  in 
Virgin  Islands  and  Puerto  Rico,  see 
section  3811. 

Sec.  1400.  Rate  of  Tax 

(a)  In  General. — In  addition  to  other 
taxes,  there  shall  be  levied,  collected, 
and  paid  upon  the  income  of  every  indi¬ 
vidual  a  tax  equal  to  the  following  per¬ 
centages  of  the  wages  (as  defined  in  sec¬ 
tion  1426  (a)  )  received  by  him  after 
December  31,  1936,  with  respect  to  em¬ 
ployment  (as  defined  in  section  1426 
(b)  )  after  such  date: 

(1)  With  respect  to  wages  received 
during  the  calendar  years  1939  to  1949, 
both  inclusive,  the  rate  shall  be  1  per 
centum. 

(2)  With  respect  to  wages  received 
during  the  calendar  years  1950  to  1955, 
both  inclusive,  the  rate  shall  be  1)4  per 
centum. 

(3)  With  respect  to  wages  received 
during  the  calendar  years  1956  to  1959, 
both  inclusive,  the  rate  shall  be  2  per 
centum. 

(4)  With  respect  to  wages  received 
during  the  calendar  years  1960  to  1964, 
both  inclusive,  the  rate  shall  be  2)4  per 
centum. 
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Sec.  1401.  Deduction  of  Tax  From 
Wages. 

(a)  Requirement. — The  tax  imposed 
by  section  1400  shall  be  collected  by  the 
employer  of  the  taxpayer,  by  deducting 
the  amount  of  the  tax  from  the  wages 
as  and  when  paid. 


(d)  Special  Refunds. — 


CHANGES  IN  EXISTING  LAW 

(5)  With  respect  to  wages  received 
during  the  calendar  years  1965  to  1969, 
both  inclusive,  the  rate  shall  be  3  per 
centum. 

(6)  With  respect  to  wages  received 
after  December  31,  1969,  the  rate  shall 
be  per  centum. 

(b)  Wages  Subject  to  Combined 
Withholding  of  Income  and  Em¬ 
ployee  Social  Security  Taxes. — If 
wages  as  defined  in  section  1633  (re¬ 
lating  to  combined  withholding  of  in¬ 
come  and  employee  social  security 
taxes)  are  received  by  an  individual, 
there  shall  be  levied,  collected,  and  paid 
upon  the  income  of  such  individual,  in 
lieu  of  the  tax  determined  under  subsec¬ 
tion  (a)  with  respect  to  such  wages,  the 
tax  which  under  section  1633  (d)  (1)  is 
considered  as  imposed  by  this  subsec¬ 
tion. 

Sec.  1401.  Deduction  of  Tax  From 
Wages. 

(a)  Requirement. — The  tax  imposed 
by  section  1400  (a)  shall  be  collected  by 
the  employer  of  the  taxpayer,  by  de¬ 
ducting  the  amount  of  the  tax  from  the 
wages  as  and  when  paid.  The  tax  im¬ 
posed  by  section  1400  (b)  shall  be  col¬ 
lected  by  the  employer  of  the  taxpayer 
in  the  manner  prescribed  by  section 
1633  (relating  to  combined  withholding 
of  income  and  employee  social  security 
taxes) . 

(d)  Special  Refunds. — 

sjc  sjs  sje  $  J|e 

(3)  Special  rules  in  the  case  of 

FEDERAL  AND  STATE  EMPLOYEES. - 

(A)  Federal  Employees. — In  the  case 
of  remuneration  received  from  the 
United  States  or  a  wholly  owned  instru¬ 
mentality  thereof  during  any  calendar 
year  after  the  calendar  year  1950,  each 
head  of  a  Federal  agency  or  instru¬ 
mentality  who  makes  a  return  pursuant 
to  section  1420  (c)  and  each  agent, 
designated  by  the  head  of  a  Federal 
agency  or  instrumentality,  who  makes  a 
return  pursuant  to  such  section  shall, 
for  the  purposes  of  subsection  (c)  and 
paragraph  (2)  of  this  subsection,  be 
deemed  a  separate  employer;  and  the 
term  “wages”  includes,  for  the  purposes 
of  paragraph  (2)  of  this  subsection,  the 
amount,  not  to  exceed  $3,000,  deter¬ 
mined  by  each  such  head  or  agent  as 
constituting  wages  paid  to  an  employee. 

(B)  State  Employees. — For  the  pur¬ 
poses  of  paragraph  (2)  of  this  subsection , 
in  the  case  of  remuneration  received 
during  any  calendar  year  after  the  calen¬ 
dar  year  1950,  the  term  “wages”  includes 
remuneration  for  services  covered  by  an 
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Sec.  1403.  Receipts  for  Employees. 

(a)  Requirement. — Every  employer 
shall  furnish  to  each  of  his  employees  a 
written  statement  or  statements,  in  a 
form  suitable  for  retention  by  the  em¬ 
ployee,  showing  the  wages  paid  by  him 
to  the  employee  after  December  31, 
1939.  Each  statement  shall  cover  a 
calendar  year,  or  one,  two,  three,  or 
four  calendar  quarters,  whether  or  not 
within  the  same  calendar  year,  and 
shall  show  the  name  of  the  employer, 
the  name  of  the  employee,  the  period 
covered  by  the  statement,  the  total 
amount  of  wages  paid  within  such 
period,  and  the  amount  of  the  tax  im¬ 
posed  by  section  1400  with  respect  to 
such  wages.  Each  statement  shall  be 
furnished  to  the  employee  not  later 
than  the  last  day  of  the  second  calendar 
month  following  the  period  covered  by 
the  statement,  except  that,  if  the  em¬ 
ployee  loaves  the  employ  of  the  em¬ 
ployer,  the  final  statement  shall  be  fur¬ 
nished  on  the  day  on  which  the  last 
payment  of  wages  is  made  to  the  em¬ 
ployee.  The  employer  may,  at  his 
option,  furnish  such  a  statement  to  any 
employee  at  the  time  of  each  payment 
of  wages  to  the  employee  during  any 
calendar  quarter,  in  lieu  of  a  statement 
covering  such  quarter;  and,  in  such 
case,  the  statement  may  show  the  date 
of  payment  of  the  wages,  in  lieu  of  the 
period  covered  by  the  statement. 


Sec.  1410.  Rate  of  Tax. 

In  addition  to  other  taxes,  every  em¬ 
ployer  shall  pay  an  excise  tax,  with  re¬ 
spect  to  having  individuals  in  his  em¬ 
ploy,  equal  to  the  following  percentages 
of  the  wages  (as  defined  in  section  1426 
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agreement  made  pursuant  to  section  218 
of  the  Social  Security  Act;  the  term 
“employer”  includes  a  State  or  any 
political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of 
the  foregoing;  the  term  “tax”  or  “tax 
imposed  by  section  1400”  includes,  in 
the  case  of  services  covered  by  an 
agreement  made  pursuant  to  section  218 
of  the  Social  Security  Act,  an  amount 
equivalent  to  the  tax  which  would  be 
imposed  by  section  1400  (a),  if  such 
services  constituted  employment  as 
defined  in  section  1426;  and  the  provi 
sions  of  paragraph  (2)  of  this  subsection 
shall  apply  whether  or  not  any  amount 
deducted  from  the  employee’s  remunera¬ 
tion  as  a  result  of  an  agreement  made 
pursuant  to  section  218  of  the  Social 
Security  Act  has  been  paid  to  the 
Secretary  of  the  Treasury. 

Sec.  1403.  Receipts  for  Employees. 

(a)  Requirement. — Every  employer 
shall  furnish  to  each  of  his  employees  a 
written  statement  or  statements,  in  a 
form  suitable  for  retention  by  the  em¬ 
ployee,  showing  the  wages  paid  by  him 
to  the  employee  before  January  1,  1951. 
(For  corresponding  provisions  with  re¬ 
spect  to  wages  paid  after  December  31, 
1950,  see  section  1636.)  Each  state¬ 
ment  shall  cover  a  calendar  year,  or 
one,  two,  three,  or  four  calendar  quar¬ 
ters,  whether  or  not  within  the  same 
calendar  year,  and  shall  show  the  name 
of  the  employer,  the  name  of  the  em¬ 
ployee,  the  period  covered  by  the  state¬ 
ment,  the  total  amount  of  wages  paid 
within  such  period,  and  the  amount  of 
the  tax  imposed  by  section  1400  with 
respect  to  such  wages.  Each  statement 
shall  be  furnished  to  the  employee  not 
later  than  the  last  day  of  the  second 
calendar  month  following  the  period 
covered  by  the  statement,  except  that, 
if  the  employee  leaves  the  employ  of 
the  employer,  the  final  statement  shall 
be  furnished  on  the  day  on  which  the 
last  payment  of  wages  is  made  to  the 
employee.  The  employer  may,  at  his 
option,  furnish  such  a  statement  to  any 
employee  at  the  time  of  each  payment 
of  wages  to  the  employee  during  any 
calendar  quarter,  in  lieu  of  a  statement 
covering  such  quarter;  and,  in  such 
case,  the  statement  may  show  the  date 
of  payment  of  the  wages,  in  lieu  of  the 
period  covered  by  the  statement. 

Sec.  1410.  Rate  of  Tax. 

In  addition  to  other  taxes,  every  em¬ 
ployer  shall  pay  an  excise  tax,  with  re¬ 
spect  to  having  individuals  in  his  em¬ 
ploy,  equal  to  the  following  percentages 
of  the  wages  (as  defined  in  section  1426 


282  SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 

A 


EXISTING  LAW 

(a))  paid  by  him  after  December  31, 
1936,  with  respect  to  employment  (as 
defined  in  section  1426  (b))  after  such 
date: 

(1)  With  respect  to  wages  paid  during 
the  calendar  years  1939  to  1949,  both 
inclusive,  the  rate  shall  be  1  per  centum. 

(2)  With  respect  to  wages  paid  during 
the  calendar  years  1950  and  1951,  the 
rate  shall  be  1  }4  per  centum. 

(3)  With  respect  to  wages  paid  after 
December  31,  1951,  the  rate  shall  be  2 
per  centum. 


Sec.  1411.  Adjustment  of  Tax. 

If  more  or  less  than  the  correct  amount 
of  tax  imposed  by  section  1410  is  paid 
with  respect  to  any  payment  of  remu¬ 
neration,  proper  adjustments  with  re¬ 
spect  to  the  tax  shall  be  made,  without 
interest,  in  such  manner  and  at  such 
times  as  may  be  prescribed  by  regula¬ 
tions  made  under  this  subchapter. 


CHANGES  IN  EXISTING  LAW 

(a))  paid  by  him  after  December  31, 
1936,  with  respect  to  employment  (as 
defined  in  section  1426  (b))  after  such 
date: 

(1)  With  respect  to  wages  paid  during 
the  calendar  years  1939  to  1949,  both 
inclusive,  the  rate  shall  be  1  per  centum. 

(2)  With  respect  to  wages  paid  during 
the  calendar  years  1950  to  1955,  both 
inclusive,  the  rate  shall  be  1)4  per 
centum. 

(3)  With  respect  to  wages  paid  during 
the  calendar  years  1956  to  1959,  both 
inclusive,  the  rate  shall  be  2  per  centum. 

(4)  With  respect  to  wages  paid  during 
the  calendar  years  1960  to  1964,  both 
inclusive,  the  rate  shall  be  2}4  per 
centum. 

(5)  With  respect  to  wages  paid  during 
the  calendar  years  1965  to  1969,  both 
inclusive,  the  rate  shall  be  3  per  centum. 

(6)  With  respect  to  wages  paid  after 
December  31,  1969,  the  rate  shall  be  3)4 
per  centum. 

Sec.  1411.  Adjustment  of  Tax. 

If  more  or  less  than  the  correct  amount 
of  tax  imposed  by  section  1410  is  paid 
with  respect  to  any  payment  of  remu¬ 
neration,  proper  adjustments  with  re¬ 
spect  to  the  tax  shall  be  made,  without 
interest,  in  such  manner  and  at  such 
times  as  may  be  prescribed  by  regula¬ 
tions  made  under  this  subchapter.  For 
the  purposes  of  this  section,  in  the  case 
of  remuneration  received  from  the 
United  States  or  a  wholly  owned  instru¬ 
mentality  thereof  during  any  calendar 
year  after  the  calendar  year  1950,  each 
head  of  a  Federal  agency  or  instrumen¬ 
tality  who  makes  a  return  pursuant  to 
section  1420  (e)  and  each  agent,  desig¬ 
nated  by  the  head  of  a  Federal  agency 
or  instrumentality,  who  makes  a  return 
pursuant  to  such  section  shall  be  deemed 
a  separate  employer. 

Sec.  1412.  Instrumentalities  of  the 
United  States 

Notwithstanding  any  other  provision 
of  law  (whether  enacted  before  or  after 
the  enactment  of  this  section)  which 
grants  to  any  instrumentality  of  the 
United  States  an  exemption  from  taxa¬ 
tion,  such  instrumentality  shall  not  be 
exempt  from  the  tax  imposed  by  section 
1410  unless  such  other  provision  of  law 
grants  a  specific  exemption,  by  reference 
to  section  1410,  from  the  tax  imposed 
by  such  section. 
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Sec.  1420.  Collection  and  Payment 
of  Taxes 


Sec.  1426.  Definitions. 

When  used  in  this  subchapter— 

(a)  Wages. — The  term  “wages” 
means  all  remuneration  for  employment, 
including  the  cash  value  of  all  remunera¬ 
tion  paid  in  any  medium  other  than 
cash;  except  that  such  term  shall  not 
include — - 

(1)  That  part  of  the  remuneration 
which,  after  remuneration  equal  to 
$3,000  has  been  paid  to  an  individual  by 
an  employer  with  respect  to  employ- 


CHANGES  IN  EXISTING  LAW 

Sec.  1420.  Collection  and  Payment 

of  Taxes 

***** 

(e)  Federal  Service. — In  the  case 
of  the  taxes  imposed  by  this  subchapter 
with  respect  to  service  performed  in  the 
employ  of  the  United  States  or  in  the 
employ  of  any  instrumentality  which  is 
wholly  owned  by  the  United  States,  the 
determination  whether  an  individual  has 
performed  service  which  constitutes 
employment  as  defined  in  section  1426, 
the  determination  of  the  amount  of 
remuneration  for  such  service  which 
constitutes  wages  as  defined  in  such 
section,  and  the  return  and  payment  of 
the  taxes  imposed  by  this  subchapter, 
shall  be  made  by  the  head  of  the  Fed¬ 
eral  agency  or  instrumentality  having 
the  control  of  such  service,  or  by  such 
agents  as  such  head  may  designate.  The 
person  making  such  return  may,  for  con¬ 
venience  of  administration,  make  pay¬ 
ments  of  the  tax  imposed  under  section 
1410  with  respect  to  such  service  with¬ 
out  regard  to  the  $3,000  limitation  in 
section  1426  (a)  (1),  and  he  shall  not  be 
required  to  obtain  a  refund  of  the  tax 
paid  under  section  1410  on  that  part 
of  the  remuneration  not  included  in 
wages  by  reason  of  section  1426  (a) 
(1).  The  provisions  of  this  subsection 
shall  be  applicable  in  the  case  of  service 
performed  by  a  civilian  employee,  not 
compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air 
Force  Exchange  Service,  Army  and  Air 
Force  Motion  Picture  Service,  Navy 
Ship’s  Service  Stores,  Marine  Corps 
Post  Exchanges,  or  other  activities, 
conducted  by  an  instrumentality  of 
the  United  States  subject  to  the  juris¬ 
diction  of  the  Secretary  of  Defense,  at 
installations  of  the  National  Military 
Establishment  for  the  comfort,  pleasure, 
contentment,  and  mental  and  physical 
improvement  of  personnel  of  such  Estab¬ 
lishment;  and  for  purposes  of  this  sub¬ 
section  the  Secretary  of  Defense  shall 
be  deemed  to  be  the  head  of  such 
instrumentality. 

Sec.  1426.  Definitions. 

When  used  in  this  subchapter — 

(a)  Wages. — The  term  “wages” 
means  all  remuneration  for  employment, 
including  the  cash  value  of  all  remunera¬ 
tion  paid  in  any  medium  other  than 
cash;  except  that  such  term  shall  not 
include — 

(1)  That  part  of  the  remuneration 
which  after  remuneration  (other  than 
remuneration  referred  to  in  the  succeed¬ 
ing  paragraphs  of  this  subsection)  equal 
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meat  during  any  calendar  year,  is  paid, 
prior  to  January  1,  1947,  to  such  indi¬ 
vidual  by  such  employer  with  respect  to 
employment  during  such  calendar  year; 
or  that  part  of  the  remuneration  which, 
after  remuneration  equal  to  $3,000  with 
respect  to  employment  after  1930  has 
been  paid  to  an  individual  by  an  em¬ 
ployer  during  any  calendar  year  after 
1940,  is  paid  to  such  individual  by  such 
employer  during  such  calendar  year; 


(2)  The  amount  of  any  payment  made 
to,  or  on  behalf  of,  an  employee  under 
a  plan  or  system  established  by  an  em¬ 
ployer  which  makes  provision  for  his 
employees  generally  or  for  a  class  or 
classes  of  his  employees  (including  any 
amount  paid  by  an  employer  for  in¬ 
surance  or  annuities,  or  into  a  fund,  to 
provide  for  any  such  payment),  on 
account  of  (A)  retirement,  or  (B) 
sickness  or  accident  disability,  or  (C) 
medical  and  hospitalization  expenses 
in  connection  with  sickness  or  accident 
disability,  or  (D)  death,  provided  the 
employee  (i)  has  not  the  option  to 
receive,  instead  of  provision  for  such 
death  benefit,  any  part  of  such  payment 
or,  if  such  death  benefit  is  insured,  any 
part  of  the  premiums  (or  contributions 
to  premiums)  paid  by  his  employer, 
and  (ii)  has  not  the  right,  under  the 
provisions  of  the  plan  or  system  or 
policy  of  insurance  providing  for  such 
death  benefit,  to  assign  such  benefit, 
or  to  receive  a  cash  consideration  in 
lieu  of  such  benefit  either  upon  his 
withdrawal  from  the  plan  or  system 
providing  for  such  benefit  or  upon  ter¬ 
mination  of  such  plan  or  system  or 
policy  of  insurance  or  of  his  employ¬ 
ment  with  such  employer; 


to  $3,000  with  respect  to  employment 
has  been  paid  to  an  individual  by  an 
employer  during  any  calendar  year  is 
paid  to  such  individual  by  such  em¬ 
ployer  during  such  calendar  year.  If  an 
employer  (hereinafter  referred  to  as  suc¬ 
cessor  employer)  during  any  calendar 
year  acquires  substantially  all  •  the 
property  used  in  a  trade  or  business  of 
another  employer  (hereinafter  referred 
to  as  a  predecessor) ,  or  used  in  a  separate 
unit  of  a  trade  or  business  of  a  predeces¬ 
sor,  and  immediately  after  the  acquisi¬ 
tion  employs  in  his  trade  or  business  an 
individual  who  immediately  prior  to  the 
acquisition  was  employed  in  the  trade 
or  business  of  such  predecessor,  then,  for 
the  purpose  of  determining  whether  the 
successor  employer  has  paid  remunera¬ 
tion  (other  than  remuneration  referred 
to  in  the  succeeding  paragraphs  of  this 
subsection)  with  respect  to  employment 
equal  to  $3,000  to  such  individual 
during  such  calendar  year,  any  remu¬ 
neration  (other  than  remuneration  re¬ 
ferred  to  in  the  succeeding  paragraphs  of 
this  subsection)  with  respect  to  employ¬ 
ment  paid  (or  considered  under  this 
paragraph  as  having  been  paid)  to  such 
individual  by  such  predecessor  during 
such  calendar  year  and  prior  to  such 
acquisition  shall  be  considered  as  having 
been  paid  by  such  successor  employer; 

(2)  The  amount  of  any  payment  (in¬ 
cluding  any  amount  paid  by  an  em¬ 
ployer  for  insurance  or  annuities,  or 
into  a  fund,  to  provide  for  any  such 
payment)  made  to,  or  on  behalf  of, 
an  employee  or  any  of  his  dependents 
under  a  plan  or  system  established  by 
an  employer  which  makes  provision  for 
his  employees  generally  (or  for  his  em¬ 
ployees  generally  and  their  dependents) 
or  for  a  class  or  classes  of  his  employees 
(or  for  a  class  or  classes  of  his  employees 
and  their  dependents),  on  account  of 
(A)  retirement,  or  (B)  sickness  or  ac¬ 
cident  disability,  or  (C)  medical  or 
hospitalization  expenses  in  connection 
with  sickness  or  accident  disability,  or 
(D)  death; 

(3)  Any  payment  made  to  an  employee 
(including  any  amount  paid  by  an 
employer  for  insurance  or  annuities, 
or  into  a  fund,  to  provide  for  any  such 
payment)  on  account  of  retirement; 

(4)  Any  payment  on  account  of  sick¬ 
ness  or  accident  disability,  or  medical 
or  hospitalization  expenses  in  connec¬ 
tion  with  sickness  or  accident  dis¬ 
ability,  made  by  an  employer  to,  or  on 
behalf  of,  an  employee  after  the  ex¬ 
piration  of  six  calendar  months  follow¬ 
ing  the  last  calendar  month  in  which  the 
employee  worked  for  such  employer; 
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(3)  The  payment  by  an  employer 
(without  deduction  from  the  remunera¬ 
tion  of  the  employee)  (A)  of  the  tax 
imposed  upon  an  employee  under  sec¬ 
tion  1400  or  (B)  of  any  payment  required 
from  an  employee  under  a  State  unem¬ 
ployment  compensation  law;  or 


(4)  Dismissal  payments  which  the 
employer  is  not  legally  required  to  make. 

(b)  Employment. — The  term  ’‘em¬ 
ployment”  means  any  service  performed 
prior  to  January  1,  1940,  which  was 
employment  as  defined  in  this  section 
prior  to  such  date,  and  any  service, 
of  whatever  nature,  performed  after 
December  31,  1939,  by  an  employee  for 
the  person  employing  him,  irrespective 
of  the  citizenship  or  residence  of  either, 
(A)  within  the  United  States,  or  (B)  on 
or  in  connection  with  an  American 
vessel  under  a  contract  of  service  which 
is  entered  into  within  the  United  States 
or  during  the  performance  of  which  the 
vessel  touches  at  a  port  in  the  United 
States,  if  the  employee  is  employed  on 
and  in  connection  with  such  vessel 
when  outside  the  United  States,  ex¬ 
cept — 


CHANGES  IN  EXISTING  LAAV 

(5)  Any  payment  made  to,  or  on  be¬ 
half  of,  an  employee  or  his  beneficiary 
(A)  from  or  to  a  trust  exempt  from  tax- 
under  section  165  (a)  at  the  time  of 
such  payment  unless  such  payment  is 
made  to  an  employee  of  the  trust  as 
remuneration  for  services  rendered  as 
such  employee  and  not  as  a  beneficiary 
of  the  trust,  or  (B)  under  or  to  an 
annuity  plan  which,  at  the  time  of 
such  payment,  meets  the  requirements 
of  section  165  (a)  (3),  (4),  (5),  and  (6); 

(6)  The  payment  by  an  employer 
(without  deduction  from  the  remunera¬ 
tion  of  the  employee)  (A)  of  the  tax 
imposed  upon  an  employee  under  sec¬ 
tion  1400,  or  (B)  of  any  payment  re¬ 
quired  from  an  employee  under  a  State 
unemployment  compensation  law; 

(7)  Remuneration  paid  in  any  me¬ 
dium  other  than  cash  to  an  employee 
for  service  not  in  the  course  of  the 
employer’s  trade  or  business  or  for 
domestic  service  in  a  private  home  of 
the  employer; 

(8)  Remuneration  paid  in  any  me¬ 
dium  other  than  cash  for  agricultural 
labor;  or 

(9)  Any  payment  (other  than  vaca¬ 
tion  or  sick  pay)  made  to  an  employee 
after  the  month  in  which  he  attains  the 
age  of  sixty-five,  if  he  did  not  work  for 
the  employer  in  the  period  for  which 
such  payment  is  made. 

• 

(b)  Employment. — -The  term  “em¬ 
ployment”  means  any  service  performed 
after  1936  and  prior  to  1951  which  was 
employment  for  the  purposes  of  this 
subchapter  under  the  law  applicable  to 
the  period  in  which  such  service  was 
performed,  and  any  service,  of  whatever 
nature,  performed  after  1950  either  (A) 
by  an  employee  for  the  person  employ¬ 
ing  him,  irrespective  of  the  citizenship 
or  residence  of  either,  (i)  within  the 
United  States,  or  (ii)  on  or  in  connec¬ 
tion  with  an  American  vessel  or  Ameri¬ 
can  aircraft  under  a  contract  of  service 
which  is  entered  into  within  the  United 
States  or  during  the  performance  of 
which  and  while  the  employee  is  em¬ 
ployed  on  the  vessel  or  aircraft  it 
touches  at  a  port  in  the  United  States, 
if  the  employee  is  employed  on  and  in 
connection  with  such  vessel  or  aircraft 
when  outside  the  United  States,  or  (B) 
outside  the  United  States  by  a  citizen 
of  the  United  States  as  an  employee  for 
an  American  employer  (as  defined  in 
subsection  (i)  of  this  section) ;  except 
that,  in  the  case  of  service  performed 
after  1950,  such  term  shall  not  include — 
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(1)  Agricultural  labor  (as  defined  in 
subsection  (h)  of  this  section) ; 


(2)  Domestic  service  in  a  private 
home,  local  college  club,  or  local  chapter 
of  a  college  fraternity  or  sorority; 


(3)  Casual  labor  not  in  the  course  of 
the  employer’s  trade  or  business; 


(4)  Service  performed  by  an  indi¬ 
vidual  in  the  employ  of  his  son, 
daughter,  or  spouse,  and  service  per¬ 
formed  by  a  child  under  the  age  of 
twenty-one  in  the  employ  of  his  father 
or  mother; 


CHANGES  IN  EXISTING  LAW 

(1)  (A)  Agricultural  labor  (as  defined 
in  subsection  (h)  of  this  section)  per¬ 
formed  in  any  calendar  quarter  by  an 
employee,  unless  the  cash  remuneration 
paid  for  such  labor  is  $50  or  more  and 
such*labor  is  performed  for  an  employer 
by  an  individual  who  is  regularly  em¬ 
ployed  by  such  employer  to  perform 
such  agricultural  labor.  For  the  pur¬ 
poses  of  this  paragraph,  an  individual 
shall  be  deemed  to  be  regularly  em¬ 
ployed  by  an  employer  during  a  calendar 
quarter  only  if  (i)  on  each  of  some  sixty 
days  during  such  quarter  such  individ¬ 
ual  performs  agricultural  labor  for  such 
employer  for  some  portion  of  the  day,  or 
(ii)  such  individual  was  regularly  em¬ 
ployed  (as  determined  under  clause  (i)) 
by  such  employer  in  the  performance  of 
such  labor  during  the  preceding  calendar 
quarter; 

(B)  Service  performed  in  connection 
with  the  production  or  harvesting  of  any 
commodity  defined  as  an  agricultural 
commodity  in  section  15  (g)  of  the  Agri¬ 
cultural  Marketing  Act,  as  amended, 
or  in  connection  with  the  ginning  of 
cotton; 

(2)  Domestic  service  performed  in  a 
local  college  club,  or  local  chapter  of  a 
college  fraternity  or  sorority,  by  a 
student  who  is  enrolled  and  is  regularly 
attending  classes  at  a  school,  college,  or 
university; 

(3)  Service  not  in  the  course  of  the 
employer’s  trade  or  business  performed 
in  any  calendar  quarter  by  an  employee, 
unless  the  cash  remuneration  paid  for 
such  service  is  $50  or  more  and  such 
service  is  performed  by  an  individual 
who  is  regularly  employed  by  such  em¬ 
ployer  to  perform  such  service.  For 
the  purposes  of  this  paragraph,  an  indi¬ 
vidual  shall  be  deemed  to  be  regularly 
employed  by  an  employer  during  a  cal¬ 
endar  quarter  only  if  (A)  on  each  of 
some  twenty-four  days  during  such 
quarter  such  individual  performs  for 
such  employer  for  some  portion  of  the 
day  service  not  in  the  course  of  the 
employer’s  trade  or  business,  or  (B)  such 
individual  was  regularly  emplo3red  (as 
determined  under  clause  (A))  by  such 
employer  in  the  performance  of  such 
service  during  the  preceding  calendar 
quarter.  As  used  in  this  paragraph,  the 
term  “service  not  in  the  course  of  the 
employer’s  trade  or  business”  includes 
domestic  service  in  a  private  home  of 
the  employer; 

(4)  Service  performed  by  an  indi¬ 
vidual  in  the  employ  of  his  son, 
daughter,  or  spouse,  and  service  per¬ 
formed  by  a  child  under  the  age  of 
twenty-one  in  the  employ  of  his  father 
or  mother; 
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(5)  Service  performed  on  or  in  con-  (5)  Service  performed  by  an  indi- 

nection  with  a  vessel  not  an  American  vidual  on  or  in  connection  with  a  vessel 
vessel  by  an  employee,  if  the  employee  not  an  American  vessel,  or  on  or  in  con- 
is  employed  on  and  in  connection  with  nection  with  an  aircraft  not  an  American 
such  vessel  when  outside  the  United  aircraft,  if  the  individual  is  employed  on 
States;  and  in  connection  with  such  vessel  or 

aircraft  when  outside  the  United  States; 

(6)  Service  performed  in  the  employ  (6)  Service  performed  in  the  employ 

of  the  United  States  Government,  or  of  of  any  instrumentality  of  the  United 
an  instrumentaliy  of  the  United  States  States,  if  such  instrumentality  is  exempt 
which  is  (A)  wholly  owned  by  the  United  from  the  tax  imposed  by  section  1410  by 
States,  or  (B)  exempt  from  the  tax  virtue  of  any  provision  of  law  which 
imposed  by  section  1410  by  virtue  of  specifically  refers  to  such  section  in 
any  other  provision  of  law;  granting  such  exemption; 

(7)  (A)  Service  performed  in  the  em¬ 
ploy  of  the  United  States,  if  such 
service  is  covered  by  a  retirement 
system  established  by  a  law  of  the 
United  States  or  by  the  agency  for 
which  such  service  is  performed; 

(B)  Service  performed  in  the  employ 
of  any  instrumentality  of  the  United 
States,  if  such  service  is  covered  by  a 
retirement  system  established  by  a  law 
of  the  United  States; 

(C)  Service  performed  in  the  employ 
of  an  instrumentality  of  the  United 
States  which  is  either  wholty  owned  or 
which,  but  for  the  provisions  of  section 
1412,  would  be  exempt  from  the  tax 
imposed  by  section  1410  and  was 
exempt  from  the  tax  imposed  by  section 
1410  on  December  31,  1950,  except  that 
the  provisions  of  this  subparagraph  shall 
not  be  applicable  to — 

(i)  service  performed  in  the  employ 
of  a  national  farm  loan  association,  a 
production  credit  association,  a  State, 
county,  or  community  committee  under 
the  Production  and  Marketing  Adminis¬ 
tration,  a  Federal  credit  union,  the 
Bonneville  Power  Administrator,  or  the 
United  States  Maritime  Commission;  or 

(ii)  service  performed  in  the  employ 
of  the  Tennessee  Valley  Authority  unless 
such  service  is  covered  by  a  retirement 
system  established  by  such  authority;  or 

(iii)  service  performed  by  a  civilian 
employee,  not  compensated  from  funds 
appropriated  by  the  Congress,  in  the 
Army  and  Air  Force  Exchange  Service, 
Army  and  Air  Force  Motion  Picture 
Service,  Navy  Ship’s  Service  Stores, 
Marine  Corps  Post  Exchanges,  or  other 
activities,  conducted  by  an  instru¬ 
mentality  of  the  United  States  subject 
to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National 
Military  Establishment  for  the  comfort, 
pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel 
of  such  Establishment; 

(D)  Service  performed  in  the  employ 
of  the  United  States  or  in  the  employ 
of  any  instrumentality  of  the  United 
States,  if  such  service  is  performed — 
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(7)  Service  performed  in  the  employ 
of  a  State  or  any  political  subdivision 
thereof  or  any  instrumentality  of  any 
one  or  more  of  the  foregoing  which  is 
wholly  owned  by  one  or  more  States  or 
political  subdivisions;  and  any  service 
performed  in  the  employ  of  any  instru¬ 
mentality  of  one  or  more  States  or 


CHANGES  IN  EXISTING  LAW 

(i)  as  the  President  or  Vice  President 
of  the  United  States  or  as  a  Member, 
Delegate,  or  Resident  Commissioner,  of 
or  to  the  Congress; 

(ii)  in  the  legislative  branch; 

(iii)  in  the  field  service  of  the  Post 
Office  Department  unless  performed  by 
any  individual  as  an  employee  who  is 
excluded  by  Executive  order  from  the 
operation  of  the  Civil  Service  Retire¬ 
ment  Act  of  1930  because  he  is  serving 
under  a  temporary  appointment  pend¬ 
ing  final  determination  of  eligibility  for 
permanent  or  indefinite  appointment; 

(iv)  in  or  under  the  Bureau  of  the 
Census  of  the  Department  of  Com¬ 
merce  by  temporary  employees  em¬ 
ployed  for  the  taking  of  any  census; 

(v)  by  any  individual  as  an  employee 
who  is  excluded  by  Executive  order  from 
the  operation  of  the  Civil  Service 
Retirement  Act  of  1930  because  he  is 
paid  on  a  contract  or  fee  basis; 

(vi)  by  any  individual  as  an  employee 
receiving  nominal  compensation  of  $12 
or  less  per  annum: 

(vii)  in  a  hospital,  home,  or  other 
institution  of  the  United  States  by  a 
patient  or  inmate  thereof; 

(viii)  by  any  individual  as  a  consular 
agent  appointed  under  authority  of 
section  551  of  the  Foreign  Service  Act 
of  1946  (22  U.  S.  C.,  sec.  951); 

(ix)  by  any  individual  as  an  employee 
included  under  section  2  of  the  Act  of 
August  4,  1947  (relating  to  certain 
interns,  student  nurses,  and  other 
student  employees  of  hospitals  of  the 
Federal  Government;  5  U.  S.  C.,  sec. 
1052); 

(x)  by  any  individual  as  an  employee 
serving  on  a  temporary  basis  in  case  of 
fire,  storm,  earthquake,  flood,  or  other 
emergency ; 

(xi)  by  any  individual  as  an  employee 
who  is  employed  under  a  Federal  relief 
program  to  relieve  him  from  unemploy¬ 
ment;  or 

(xii)  as  a  member  of  a  State,  county, 
or  community  committee  under  the 
Production  and  Marketing  Administra¬ 
tion  or  of  any  other  board,  council, 
committee,  or  other  similar  body,  unless 
such  board,  council,  committee,  or  other 
body  is  composed  exclusively  of  indi¬ 
viduals  otherwise  in  the  full-time  employ 
of  the  United  States; 

(8)  Service  performed  in  the  employ 
of  a  State,  or  any  political  subdivision 
thereof,  or  any  instrumentality  of  any 
one  or  more  of  the  foregoing  which  is 
wholly  owned  by  one  or  more  States  or 
political  subdivisions;  and  any  service 
performed  in  the  employ  of  any  instru¬ 
mentality  of  one  or  more  States  or 


SOCIAL  SECURITY  ACT  AMENDMENTS  OF  1950 


289 


EXISTING  LAW 

political  subdivisions  to  the  extent  that 
the  instrumentality  is  with  respect  to 
such  service  immune  under  the  Con¬ 
stitution  of  the  United  States  from  the 
tax  imposed  by  section  1410; 

(8)  Service  performed  in  the  employ 
of  a  corporation,  community  chest,  fund, 
or  foundation,  organized  and  operated 
exclusively  for  religious,  charitable, 
scientific,  literary,  or  educational  pur¬ 
poses,  or  for  the  prevention  of  cruelty 
to  children  or  animals,  no  part  of  the  net 
earnings  of  which  inures  to  the  benefit 
of  any  private  shareholder  or  individual, 
and  no  substantial  part  of  the  activities 
of  which  is  carrying  on  propaganda,  or 
otherwise  attempting,  to  influence  legis¬ 
lation  ; 


(9)  Service  performed  by  an  indi¬ 
vidual  as  an  employee  or  employee  rep¬ 
resentative  as  defined  in  section  1532; 

(10)  (A)  Service  performed  in  any 
calendar  quarter  in  the  employ  of  any 
organization  exempt  from  income  tax 
under  section  101,  if— 

(i)  the  remuneration  for  such  service 
does  not  exceed  $45,  or 

(11)  such  service  is  in  connection  with 
the  collection  of  dues  or  premiums  for  a 
fraternal  beneficiary  society,  order,  or 
association,  and  is  performed  away  from 
the  home  office,  or  is  ritualistic  service 
in  connection  with  any  such  society, 
order,  or  association,  or 

(iii)  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly 
attending  classes  at  a  school,  college,  or 
university; 

(B)  Service  performed  in  the  employ 
of  an  agricultural  or  horticultural  or¬ 
ganization  exempt  from  income  tax 
under  section  101  (1) ; 

(C)  Service  performed  in  the  employ 
of  a  voluntary  employees’  beneficiary 
association  providing  for  the  payment 
of  life,  sick,  accident,  or  other  benefits 
to  the  members  of  such  association  or 
their  dependents,  if  (i)  no  part  of  its  net 
earnings  inures  (other  than  through  such 
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political  subdivisions  to  the  extent  that 
the  instrumentality  is,  with  respect  to 
such  service,  immune  under  the  Consti¬ 
tution  of  the  United  States  from  the  tax 
imposed  by  section  1410; 

(9)  (A)  Service  performed  by  a  duly 
ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of  his 
ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required 
by  such  order ; 

(B)  Service  in  the  employ  of — 

(i)  a  corporation,  fund,  or  foundation 
which  is  exempt  from  income  tax  under 
section  101  (6)  and  is  organized  and  op¬ 
erated  primarily  for  religious  purposes; 
or 

(ii)  a  corporation,  fund,  or  founda¬ 
tion  which  is  exempt  from  income  tax 
under  section  101  (6)  and  is  owned  and 
operated  by  one  or  more  corporations, 
funds,  or  foundations  included  under 
clause  (i)  of  this  subparagraph; 
unless  such  service  is  performed  on  or 
after  the  first  day  of  the  calendar  quar¬ 
ter  following  the  calendar  quarter  in 
which  such  corporation,  fund,  or  foun¬ 
dation  files  (whether  filed  on,  before,  or 
after  January  1,  1951)  with  the  Com¬ 
missioner  a  statement  that  it  desires  to 
have  the  insurance  system  established 
by  title  II  of  the  Social  Security  Act  ex¬ 
tended  to  services  performed  by  its 
employees; 

(10)  Service  performed  by  an  indi¬ 
vidual  as  an  employee  or  employee  rep¬ 
resentative  as  defined  in  section  1532; 

(11)  (A)  Service  performed  in  any 
calendar  quarter  in  the  employ  of  any 
organization  exempt  from  income  tax 
under  section  101,  if  the  remuneration 
for  such  service  is  less  than  $50; 

(B)  Service  performed  in  the  employ 
of  a  school,  college,  or  university  if  such 
service  is  performed  by  a  student  who  is 
enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  uni¬ 
versity  ; 
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payments)  to  the  benefit  of  any  private 
shareholder  or  individual,  and  (ii)  85 
per  centum  or  more  of  the  income  con¬ 
sists  of  amounts  collected  from  members 
for  the  sole  purpose  of  making  such  pay¬ 
ments  and  meeting  expenses; 

(D)  Service  performed  in  the  employ 
of  a  voluntary  employees’  beneficiary 
association  providing  for  the  payment  of 
life,  sick,  accident,  or  other  benefits  to 
the  members  of  such  association  or  their 
dependents  or  their  designated  benefici¬ 
aries,  if  (i)  admission  to  membership  in 
such  association  is  limited  to  individuals 
who  are  officers  or  employees  of  the 
United  States  Government,  and  (ii)  no 
part  of  the  net  earnings  of  such  associa¬ 
tion  inures  (other  than  through  such 
payments)  to  the  benefit  of  any  private 
shareholder  or  individual; 

(E)  Service  performed  in  any  calen¬ 
dar  quarter  in  the  employ  of  a  school, 
college,  or  university,  not  exempt  from 
income  tax  under  section  101,  if  such 
service  is  performed  by  a  student  who 
is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  uni¬ 
versity,  and  the  remuneration  for  such 
service  does  not  exceed  $45  (exclusive  of 
room,  board,  and  tuition)  ; 

(11)  Service  performed  in  the  employ 
of  a  foreign  government  (including  serv¬ 
ice  as  a  consular  or  other  officer  or 
employee  or  a  nondiplomatic  repre¬ 
sentative)  ; 

(12)  Service  performed  in  the  employ 
of  an  instrumentality  wholly  owned  by 
a  foreign  government — 

(A)  If  the  service  is  of  a  character 
similar  to  that  performed  in  foreign 
countries  by  employees  of  the  United 
States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

(B)  If  the  Secretary  of  State  shall 
certify  to  the  Secretary  of  the  Treasury 
that  the  foreign  government,  with  re¬ 
spect  to  whose  instrumentality  and  em¬ 
ployees  thereof  exemption  is  claimed, 
grants  an  equivalent  exemption  with 
respect  to  similar  service  performed  in 
the  foreign  country  by  employees  of  the 
United  States  Government  and  of  in¬ 
strumentalities  thereof; 

(13) _  Service  performed  as  a  student 
nurse  in  the  employ  of  a  hospital  or  a 
nurses’  training  school  by  an  individual 
who  is  enrolled  and  is  regularly  attend¬ 
ing  classes  in  a  nurses’  training  school 
chartered  or  approved  pursuant  to 
State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by 
an  individual  who  has  completed  a  four 
years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to 
State  law; 


CHANGES  IN  EXISTING  LAW 


(12)  Service  performed  in  the  employ 
of  a  foreign  government  (including  serv¬ 
ice  as  a  consular  or  other  officer  or  em¬ 
ployee  or  a  nondiplomatic  representa¬ 
tive)  ; 

(13)  Service  performed  in  the  employ 
of  an  instrumentality  wholly  owned  by 
a  foreign  government — 

(A)  If  the  service  is  of  a  character 
similar  to  that  performed  in  foreign 
countries  by  employees  of  the  United 
States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

(B)  If  the  Secretary  of  State  shall 
certify  to  the  Secretary  of  the  Treasury 
that  the  foreign  government,  with  re¬ 
spect  to  whose  instrumentality  and  em¬ 
ployees  thereof  exemption  is  claimed, 
grants  an  equivalent  exemption  with 
respect  to  similar  service  performed  in 
the  foreign  country  by  employees  of  the 
United  States  Governmenment  and  of 
instrumentalities  thereof; 

(14)  Service  performed  as  a  student 
nurse  in  the  employ  of  a  hospital  or  a 
nurses’  training  school  by  an  individual 
who  is  enrolled  and  is  regularly  attend¬ 
ing  classes  in  a  nurses’  training  school 
chartered  or  approved  pursuant  to 
State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by 
an  individual  who  has  completed  a  four 
years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to 
State  law; 
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(14)  Service  performed  by  an  indi¬ 
vidual  in  (or  as  an  officer  or  member  of 
the  crew  of  a  vessel  while  it  is  engaged 
in)  the  catching,  taking,  harvesting, 
cultivating,  or  farming  of  any  kind  of 
fish,  shellfish,  Crustacea,  sponges,  sea¬ 
weeds,  or  other  aquatic  forms  of  animal 
and  vegetable  life  (including  service  per¬ 
formed  by  any  such  individual  as  an 
ordinary  incident  to  any  such  activity), 
except  (A)  service  performed  in  connec¬ 
tion  with  the  catching  or  taking  of 
salmon  or  halibut,  for  commercial  pur¬ 
poses,  and  (B)  service  performed  on  or 
in  connection  with  a  vessel  of  more  than 
ten  net  tons  (determined  in  the  manner 
provided  for  determining  the  register 
tonnage  of  merchant  vessels  under  the 
laws  of  the  United  States); 

(15)  (A)  Service  performed  by  an 
individual  under  the  age  of  eighteen  in 
the  delivery  or  distribution  of  news¬ 
papers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for 
subsequent  delivery  or  distribution; 

(B)  Service  performed  by  an  indi¬ 
vidual  in,  and  at  the  time  of,  the  sale  of 
newspapers  or  •  magazines  to  ultimate 
consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are 
to  be  sold  by  him  at  a  fixed  price  his 
compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the 
amount  at  which  the  newspapers  or 
magazines  are  charged  to  him,  whether 
or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  serv¬ 
ice,  or  is  entitled  to  be  credited  with  the 
unsold  newspapers  or  magazines  turned 
back;  or 

(16)  Service  performed  in  the  employ 
of  an  International  Organization. 

(c)  Included  and  Excluded  Serv¬ 
ice. — If  the  services  performed  during 
one-half  or  more  of  any  pay  period  by 
an  employee  for  the  person  employing 
him  constitute  employment,  all  the 
services  of  such  employee  for  such  period 
shall  be  deemed  to  be  employment; 
but  if  the  services  performed  during 
more  than  one-half  of  any  such  pay 
period  by  an  employee  for  the  person 
employing  him  do  not  constitute  em¬ 
ployment,  then  none  of  the  services 
of  such  employee  for  such  period  shall 
be  deemed  to  be  employment.  As  used 
in  this  subsection  the  term  “pay  period” 
means  a  period  (of  not  more  than  thirty- 
one  consecutive  days)  for  which  a  pay¬ 
ment  of  remuneration  is  ordinarily 
made  to  the  employee  by  the  person 
employing  him.  This  subsection  shall 
not  be  applicable  with  respect  to  services 
performed  in  a  pay  period  by  an  em¬ 
ployee  for  the  person  employing  him, 
where  any  of  such  service  is  excepted 
by  paragraph  (9)  of  subsection  (b). 
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(15)  Service  performed  by  an  indi¬ 
vidual  in  (or  as  an  officer  or  member  of 
the  crew  of  a  vessel  while  it  is  engaged 
in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish, 
shellfish,  Crustacea,  sponges,  seaweeds, 
or  other  aquatic  forms  of  animal  and 
vegetable  life  (including  service  per¬ 
formed  by  any  such  individual  as  an 
ordinary  incident  to  any  such  activity), 
except  (A)  service  performed  in  connec¬ 
tion  wih  the  catching  or  taking  of 
salmon  or  halibut,  for  commercial  pur¬ 
poses,  and  (B)  service  performed  on  or 
in  connection  with  a  vessel  of  more  than 
ten  net  tons  (determined  in  the  manner 
provided  for  determining  the  register 
tonnage  of  merchant  vessels  under  the 
laws  of  the  United  States)  ; 

(16)  (A)  Service  performed  by  an 
individual  under  the  age  of  eighteen  in 
the  delivery  or  distribution  of  news¬ 
papers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for 
subsequent  delivery  or  distribution; 

(B)  Service  performed  by  an  indi¬ 
vidual  in,  and  at  the  time  of,  the  sale  of 
newspapers  or  magazines  to  ultimate 
consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines 
are  to  be  sold  by  him  at  a  fixed  price, 
his  compensation  being  based  on  the 
retention  of  the  excess  of  such  price  over 
the  amount  at  which  the  newspapers  or 
magazines  are  charged  to  him,  whether 
or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  serv¬ 
ice,  or  is  entitled  to  be  credited  with  the 
unsold  newspapers  or  magazines  turned 
back;  or 

(17)  Service  performed  in  the  employ 
of  an  international  organization. 

(c)  Included  and  Excluded  Serv¬ 
ice. — If  the  services  performed  during 
one-half  or  more  of  any  pay  period  by 
an  employee  for  the  person  employing 
him  constitute  employment,  all  the  serv¬ 
ices  of  such  employee  for  such  period 
shall  be  deemed  to  be  employment; 
but  if  the  services  performed  during 
more  than  one-half  of  any  such  pav 
period  by  an  employee  for  the  person 
employing  him  do  not  constitute  em¬ 
ployment,  then  none  of  the  services  of 
such  employee  for  such  period  shall  be 
deemed  to  be  employment.  As  used  in 
this  subsection  the  term  “pay  period” 
means  a  period  (of  not  more  than  thirty- 
one  consecutive  days)  for  which  a  pay¬ 
ment  of  remuneration  is  ordinarilv 
made  to  the  employee  by  the  person 
employing  him.  This  subsection  shall 
not  be  applicable  with  respect  to  serv¬ 
ices  performed  in  a  pay  period  by  an 
employee  for  the  person  employing  him, 
where  any  of  such  service  is  excepted  by 
paragraph  (10)  of  subsection  (b). 
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(d)  Employee.  —  The  term  “em¬ 
ployee”  includes  an  officer  of  a  corpo¬ 
ration,  but  such  term  does  not  include  (1) 
any  individual  who,  under  the  usual 
common-law  rules  applicable  in  de¬ 
termining  the  employer-employee  rela¬ 
tionship,  has  the  status  of  an  independ¬ 
ent  contractor  or  (2)  any  individual 
(except  an  officer  of  a  corporation)  who 
is  not  an  employee  under  such  common- 
law  rules. 


(e)  State. — The  term  “State”  in¬ 
cludes  Alaska,  Hawaii,  and  the  District 
of  Columbia. 

***** 


(g)  American  Vessel. — The  term 
“American  vessel”  means  any  vessel 
documented  or  numbered  under  the 
laws  of  the  United  States;  and  includes 
any  vessel  which  is  neither  documented 
or  numbered  under  the  laws  of  the 
United  States  nor  documented  under 
the  laws  of  any  foreign  country,  if  its 
crew  is  employed  solely  by  one  or  more 
citizens  or  residents  of  the  United 
States  or  corporations  organized  under 


(d)  Employee.— The  term  “em¬ 
ployee”  means — 

(1)  any  officer  of  a  corporation;  or 

(2)  any  individual  who,  under  the 
usual  common-law  rules  applicable  in 
determining  the  employer-employee  re¬ 
lationship,  has  the  status  of  an  em¬ 
ployee;  or 

(3)  any  individual  (other  than  an 
individual  who  is  an  employee  under 
paragraph  (1)  or  (2)  of  this  subsection) 
who  performs  services  for  remuneration 
for  any  person — 

(A)  as  an  agent-driver  or  commission- 
driver  engaged  in  distributing  meat 
products,  bakery  products,  or  laundry 
or  dry-cleaning  services;  or 

(B)  as  a  full-time  life  insurance  sales¬ 
man;  if  the  contract  of  service  contem¬ 
plates  that  substantially  all  of  such 
services  are  to  be  performed  personally 
by  such  individual;  except  that  an 
individual  shall  not  be  included  in  the 
term  “employee”  under  the  provisions 
of  this  paragraph  if  such  individual  has  a 
substantial  investment  in  facilities  used 
in  connection  with  the  performance  of 
such  services  (other  than  in  facilities  for 
transportation),  or  if  the  services  are  in 
the  nature  of  a  single  transaction  not 
part  of  a  continuing  relationship  with 
the  person  for  whom  the  services  are 
performed. 

(e)  State,  Etc.— 

(1)  The  term  “State”  includes  Alaska, 
Hawaii,  the  District  of  Columbia,  and 
the  Virgin  Islands;  and  on  and  after  the 
effective  date  specified  in  section  3810 
such  term  includes  Puerto  Rico. 

(2)  United  States. — The  term 
“United  States”  when  used  in  a  geo¬ 
graphical  sense  includes  the  Virgin 
Islands;  and  on  and  after  the  effective 
date  specified  in  section  3810  such  term 
includes  Puerto  Rico. 

(3)  Citizen.- — An  individual  who  is  a 
citizen  of  Puerto  Rico  (but  not  other¬ 
wise  a  citizen  of  the  United  States)  and 
who  is  not  a  resident  of  the  United 
States  shall  not  be  considered,  for  the 
purposes  of  this  section,  as  a  citizen  of 
the  United  States  prior  to  the  effective 
date  specified  in  section  3810. 

***** 

(g)  American  Vessel  and  Air¬ 
craft. — The  term  “American  vessel” 
means  any  vessel  documented  or  num¬ 
bered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which  is 
neither  documented  or  numbered  under 
the  laws  of  the  United  States  nor  docu¬ 
mented  under  the  laws  of  any  foreign 
country,  if  its  crew  is  employed  solely 
by  one  or  more  citizens  or  residents  of 
the  United  States  or  corporations 
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the  laws  of  the  United  States  or  of  any 
State. 


(h)  Agricultural  Labor. — The 
term  “agricultural  labor”  includes  all 
services  performed — 

(1)  On  a  farm,  in  the  employ  of  any 
person,  in  connection  with  cultivating 
the  soil,  or  in  connection  with  raising  or 
harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising, 
shearing,  feeding,  caring  for,  training, 
and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and 
wildlife. 

(2)  In  the  employ  of  the  owner  or 
tenant  or  other  operator  of  a  farm,  in 
connection  with  the  operation,  manage¬ 
ment,  conservation,  improvement,  or 
maintenance  of  such  farm  and  its  tools 
and  equipment,  or  in  salvaging  timber 
or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major 
part  of  such  service  is  performed  on  a 
farm. 

(3)  In  connection  with  the  production 
or  harvesting  of  maple  sirup  or  maple 
sugar  or  any  commodity  defined  as  an 
agricultural  commodity  in  section  15  (g) 
of  the  Agricultural  Marketing  Act,  as 
amended,  or  in  connection  with  the 
raising  or  harvesting  of  mushrooms,  or 
in  connection  with  the  hatching  of 
poultry,  or  in  connection  with  the 
ginning  of  cotton,  or  in  connection  with 
the  operation  of  maintenance  of  ditches, 
canals,  reservoirs,  or  waterways  used 
exclusively  for  supplying  and  storing 
water  for  farming  purposes. 

(4)  In  handling,  planting,  drying, 
packing,  packaging,  processing,  freez¬ 
ing,  grading,  storing,  or  delivering  to 
storage  or  to  maket  or  to  a  carrier  for 
transportation  to  market,  any  agricul¬ 
tural  or  horticultural  commodity;  but 
only  if  such  service  is  performed  as  an 
incident  to  ordinary  farming  operations 
or,  in  the  case  of  fruits  and  vegetables, 
as  an  incident  to  the  preparation  of 
such  fruits  or  vegetables  for  market. 
The  provisions  of  this  paragraph  shall 
not  be  deemed  to  be  applicable  with 
respect  to  service  performed  in  connec¬ 
tion  with  commercial  canning  or  com¬ 
mercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  com¬ 
modity  after  its  delivery  to  a  terminal 
market  for  distribution  for  consumption. 
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organized  under  the  laws  of  the  United 
States  or  of  any  State;  and  the  term 
“American  aircraft”  means  an  aircraft 
registered  under  the  laws  of  the  United 
States. 

(h)  Agricultural  Labor. — The 
term  “agricultural  labor”  includes  all 
service  performed — 

(1)  On  a  farm,  in  the  employ  of  any 
person,  in  connection  with  cultivating 
the  soil,  or  in  connection  with  raising  or 
harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising, 
shearing,  feeding,  caring  for,  training, 
and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and 
wildlife. 

(2)  In  the  employ  of  the  owner  or 
tenant  or  other  operator  of  a  farm,  in 
connection  with  the  operation,  manage¬ 
ment,  conservation,  improvement,  or 
maintenance  of  such  farm  and  its  tools 
and  equipment,  or  in  salvaging  timber 
or  clearing  land  of  brush  and  other  debris 
left  by  a  hurricane,  if  the  major  part  of 
such  service  is  performed  on  a  farm. 

(3)  In  connection  with  the  produc¬ 
tion  or  harvesting  of  any  commodity 
defined  as  an  agricultural  commodity 
in  section  15  (g)  of  the  Agricultural 
Marketing  Act,  as  amended,  or  in 
connection  with  the  ginning  of  cotton,  or 
in  connection  with  the  operation  or 
maintenance  of  ditches,  canals,  reser¬ 
voirs,  or  waterways,  not  owned  or 
operated  for  profit,  used  exclusively  for 
supplying  and  storing  water  for  farming 
purposes. 


(4)  (A)  In  the  employ  of  the  operator 
of  a  farm  in  handling,  planting,  drying, 
packing,  packaging,  processing,  freez¬ 
ing,  grading,  storing,  or  delivering  to 
storage  or  to  market  or  to  a  carrier  for 
transportation  to  market,  in  its  unmanu¬ 
factured  state,  any  agricultural  or  horti¬ 
cultural  commodity;  but  only  if  such 
operator  produced  more  than  one-half 
of  the  commodity  with  respect  to  which 
such  service  is  performed. 

(B)  In  the  employ  of  a  group  of 
operators  of  farms  (other  than  a  coop¬ 
erative  organization)  in  the  performance 
of  service  described  in  subparagraph 
(A),  but  only  if  such  operators  produced 
all  of  the  commodity  with  respect  to 
which  such  service  is  performed.  For 
the  purposes  of  this  subparagraph,  any 
unincorporated  group  of  operators  shall 
be  deemed  a  cooperative  organization 
if  the  number  of  operators  comprising 
such  group  is  more  than  twenty  at  any 
time  during  the  calendar  quarter  in 
which  such  service  is  performed. 
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As  used  in  this  subsection,  the  term 
“farm”  includes  stock,  dairy,  poultry, 
fruit,  fur-bearing  animal,  and  truck 
farms,  plantations,  ranches,  nurseries, 
ranges,  greenhouses  or  other  similar 
structures  used  primarily  for  the  raising 
of  agricultural  or  horticultural  commod¬ 
ities,  and  orchards. 

(i)  Officers  and  Members  of 
Crews  Employed  by  War  Shipping 
Administration. — The  term  “employ¬ 
ment”  shall  include  such  service  as  is 
determined  by  the  Administrator,  War 
Shipping  Administration,  to  be  per¬ 
formed  after  September  30,  1941,  and 
prior  to  the  termination  of  title  I  of  the 
First  War  Powers  Act,  1941,  on  or  in 
connection  with  any  vessel  by  an  officer 
or  member  of  the  crew  as  an  employee 
of  the  United  States  employed  through 
the  War  Shipping  Administration,  or,  in 
respect  of  such  service  performed  before 
February  11,  1942,  the  United  States 
Maritime  Commission,  but  shall  not 
include  any  such  service  performed  (1) 
under  a  contract  entered  into  without 
the  United  States  and  during  the  per¬ 
formance  of  which  the  vessel  does  not 
touch  at  a  port  in  the  United  States,  or 
(2)  on  a  vessel  documented  under  the 
laws  of  any  foreign  vcountry  and  bare¬ 
boat  chartered  to  the  War  Shipping 
Administration.  The  term  “wages” 
means,  with  respect  to  service  which 
constitutes  employment  by  reason  of 
this  subsection,  such  amount  of  re¬ 
muneration  as  is  determined  (subject 
to  the  provisions  of  this  section)  by  the 
Administrator,  War  Shipping  Adminis¬ 
tration,  to  be  paid  for  such  service.  The 
Administrator  and  such  agents  as  he 
may  designate  for  the  purpose  are 
authorized  and  directed  to  comply  with 
the  provisions  of  the  internal  revenue 
laws  on  behalf  of  the  United  States  as 
the  employer  of  individuals  whose 
service  constitutes  employment  by  rea¬ 
son  of  this  subsection,  but  the  Ad¬ 
ministrator  and  his  agents  shall  not  be 
liable  for  the  tax  on  any  employee 


CHANGES  IN  EXISTING  LAW 

(C)  The  provisions  of  subparagraphs 
(A)  and  (B)  shall  not  be  deemed  to  be 
applicable  with  respect  to  service  per¬ 
formed  in  connection  with  commercial 
canning  or  commercial  freezing  or  in 
connection  with  any  agricultural  or 
horticultural  commodity  after  its  deliv¬ 
ery  to  a  terminal  market  for  distribution 
for  consumption. 

(5)  On  a  farm  operated  for  profit  if 
such  service  is  not  in  the  course  of  the 
employer’s  trade  or  business  or  is 
domestic  service  in  a  private  home  of 
the  employer. 

As  used  in  this  section,  the  term 
“farm”  includes  stock,  dairy,  poultry, 
fruit,  fur-bearing  animal,  and  truck 
farms,  plantations,  ranches,  nurseries, 
ranges,  greenhouses  or  other  similar 
structures  used  primarily  for  the  raising 
of  agricultural  or  horticultural  commod¬ 
ities,  and  orchards. 

[The  matter  contained  in  sections 
1426  (i)  and  (j)  of  the  Internal  Revenue 
Code  is  covered  in  sections  1420  (e)  and 
1426  (b)  (7)  of  the  Internal  Revenue 
Code  as  amended  by  the  bill.] 
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imposed  by  section  1400  (unless  the 
Administrator  or  his  agent  collects  such 
tax  from  the  employee)  with  respect 
to  service  performed  before  the  date  of 
enactment  of  this  subsection  which 
constitutes  employment  by  reason  of 
the  enactment  of  this  subsection.  The 
Administrator,  War  Shipping  Adminis¬ 
tration,  and  the  United  States  Maritime 
Commission,  and  their  agents  or  persons 
acting  on  their  behalf  or  for  their  ac¬ 
count,  may,  for  convenience  of  adminis¬ 
tration,  make  payments  of  the  tax 
imposed  under  section  1410  without 
regard  to  the  $3,000  limitation  in  section 
1426  (a)  (1),  but  they  shall  not  be 
required  to  obtain  a  refund  of  the  tax 
paid  under  section  1410  of  the  Internal 
Revenue  Code  on  that  part  of  the 
remuneration  of  seamen  in  their  employ 
not  included  in  wages  by  reason  of 
section  1426  (a)  (1)  of  the  Internal 
Revenue  Code. 

(j)  Certain  Enployees  of  Bonne¬ 
ville  Power  Administrator. — The 
term  “employment”  shall  include  such 
service  as  is  determined  by  the  Bonne¬ 
ville  Power  Administrator  (hereinafter 
called  the  Administrator)  to  be  per¬ 
formed  after  December  31,  1945,  by  a 
laborer,  mechanic,  or  workman,  in 
connection  with  construction  work  or 
the  operation  and  maintenance  of 
electrical  facilities,  as  an  employee  per¬ 
forming  service  for  the  Administrator, 
but  shall  not  include  any  service  per¬ 
formed  by  such  a  laborer,  mechanic,  or 
workman,  to  whom  the  Act  of  May  29, 
1930  (46  Stat.  468),  as  amended, 

applies.  The  term  “wages”  means, 
with  respect  to  service  which  constitutes 
employment  by  reason  of  this  subsec¬ 
tion,  such  amount  of  remuneration  as  is 
determined  (subject  to  the  provisions 
of  this  section)  by  the  Administrator  to 
be  paid  for  such  service.  The  Adminis¬ 
trator  is  authorized  and  directed  to 
comply  with  the  provisions  of  the 
internal  revenue  laws  on  behalf  of  the 
United  States  as  the  employer  of  in¬ 
dividuals  whose  service  constitutes 
employment  by  reason  of  this  sub¬ 
section. 

Sec.  1428.  Estimate  of  Revenue 
Reduction. 

The  Secretary  at  intervals  of  not 
longer  than  three  years  shall  estimate 
the  reduction  in  the  amount  of  taxes 
collected  under  this  subchapter  by 
reason  of  the  operation  of  paragraph  (9) 
of  subsection  (b)  of  section  1426  and 
shall  include  such  estimate  in  his 
annual  report. 


CHANGES  IN  EXISTING  LAW 


(i)  American  Employer. — The  term 
“American  employer”  means  an  em¬ 
ployer  which  is  (1)  the  United  States 
or  any  instrumentality  thereof,  (2)  an 
individual  who  is  a  resident  of  the 
United  States,  (3)  a  partnership,  if 
two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (4)  a 
trust,  if  all  of  the  trustees  are  residents 
of  the  United  States,  or  (5)  a  corpora¬ 
tion  organized  under  the  laws  of  the 
United  States  or  of  any  State. 


Sec.  1428.  Estimate  of  Revenue 
Reduction. 

The  Secretary  at  intervals  of  not 
longer  than  three  years  shall  estimate 
the  reduction  in  the  amount  of  taxes 
collected  under  this  subchapter  by 
reason  of  the  operation  of  paragraph 
(10)  of  subsection  (b)  of  section  1426 
and  shall  include  such  estimate  in  his 
annual  report. 
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Sec.  1607.  Definitions. 

When  used  in  this  subchapter — 

:jc  %  5jc  :jc  sje 

(b)  Wages. — The  term  “wages” 
means  all  remuneration  for  employ¬ 
ment,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other 
than  cash;  except  that  such  term  shall 
not  include — 

(1)  That  part  of  the  remuneration 
which,  after  remuneration  ecpial  to 
$3,000  has  been  paid  to  an  indivudual 
by  an  employer  with  respect  to  employ¬ 
ment  during  any  calendar  year,  is  paid 
after  December  31,  1939,  and  prior  to 
January  1,  1947,  to  such  individual  by 
such  employer  with  respect  to  employ¬ 
ment  during  such  calendar  year;  or  that 
part  of  the  remuneration  which,  after 
remuneration  equal  to  $3,000  with 
respect  to  employment  after  1938  has 
been  paid  to  an  individual  by  an  em¬ 
ployer  during  any  calendar  year  after 
1946,  is  paid  to  such  individual  by  such 
employer  during  such  calendar  year; 


(2)  The  amount  of  any  payment  made 
to,  or  on  behalf  of,  an  employee  under  a 
plan  or  system  established  by  an  em¬ 
ployer  which  makes  provision  for  his  em¬ 
ployees  generally  or  for  a  class  or  classes 
of  his  employees  (including  any  amount 
paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for 
any  such  payment),  on  account  of  (A) 
retirement,  or  (B)  sickness  or  accident 
disability,  or  (C)  medical  and  hospitali¬ 
zation  expenses  in  connection  with 
sickness  or  accident  disability,  or  (D) 
death,  provided  the  employee  (i)  has 
not  the  option  to  receive,  instead  of 


CHANGES  IN  EXISTING  LAW 

Sec.  1607.  Definitions. 

When  used  in  this  subchapter — 

(b)  Wages. — The  term  “wages” 
means  all  remuneration  for  employ¬ 
ment,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other 
than  cash;  except  that  such  term  shall 
not  include — 

(1)  That  part  of  the  remuneration 
which,  after  remuneration  (other  than 
remuneration  referred  to  in  the  succeed¬ 
ing  paragraphs  of  this  subsection)  equal 
to  $3,000  with  respect  to  employment 
has  been  paid  to  an  individual  by  an 
employer  during  any  calendar  year,  is 
paid  to  such  individual  by  such  employer 
during  such  calendar  year.  If  an  em¬ 
ployer  (hereinafter  referred  to  as  suc¬ 
cessor  employer)  during  any  calendar 
year  acquires  substantially  all  the  prop¬ 
erty  used  in  a  trade  or  business  of 
another  employer  (hereinafter  referred 
to  as  a  predecessor),  or  used  in  a  sepa¬ 
rate  unit  of  a  trade  or  business  of  a 
predecessor,  and  immediately  after  the 
acquisition  employs  in  his  trade  or 
business  an  individual  who  immediately 
prior  to  the  acquisition  was  employed 
in  the  trade  or  business  of  such  pre¬ 
decessor,  then,  for  the  purpose  of  deter¬ 
mining  whether  the  successor  employer 
has  paid  remuneration  (other  tlian 
remuneration  referred  to  in  the  succeed¬ 
ing  paragraphs  of  this  subsection)  with 
respect  to  employment  equal  to  $3,000 
to  such  individual  during  such  calendar 
year,  any  remuneration  (other  than 
remuneration  referred  to  in  the  succeed¬ 
ing  paragraphs  of  this  subsection)  with 
respect  to  employment  paid  (or  con¬ 
sidered  under  this  paragraph  as  having 
been  paid)  to  such  individual  by  such 
predecessor  during  such  calendar  year 
and  prior  to  such  acquisition  shall  be 
considered  as  having  been  paid  by  such 
successor  employer; 

(2)  The  amount  of  any  payment  (in¬ 
cluding  any  amount  paid  by  an  em¬ 
ployer  for  insurance  or  annuities,  or  into 
a  fund,  to  provide  for  any  such  pay¬ 
ment)  made  to,  or  on  behalf  of,  an  em¬ 
ployee  or  any  of  his  dependents  under  a 
plan  or  system  established  by  an 
employer  which  makes  provision  for  his 
employees  generally  (or  for  his  em¬ 
ployees  generally  and  their  dependents) 
or  for  a  class  or  classes  of  his  employees 
(or  for  a  class  or  classes  of  his  employees 
and  their  dependents)  on  account  of  (A) 
retirement,  or  (B)  sickness  or  accident 
disability,  or  (C)  medical  or  liospitaliza- 
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provision  for  such  death  benefit,  any 
part  of  such  payment  or,  if  such  death 
benefit  is  insured,  any  part  of  the  pre¬ 
miums  (or  contributions  to  premiums) 
paid  by  his  employer  and  (ii)  has  not 
the  right,  under  the  provisions  of  the 
plan  or  system  or  policy  of  insurance 
providing  for  such  death  benefit,  to 
assign  such  benefit,  or  to  receive  a  cash 
consideration  in  lieu  of  such  benefit 
either  upon  his  withdrawal  from  the 
plan  or  system  providing  for  such  bene¬ 
fit  or  upon  termination  of  such  plan  or 
system  or  policy  of  insurance  or  of  his 
employment  with  such  employer; 


(3)  The  payment  by  an  employer 
(without  deduction  from  the  remunera¬ 
tion  of  the  employee)  (A)  of  the  tax  im¬ 
posed  upon  an  employee  under  section 
1400  or  (B)  of  any  payment  required 
from  an  employee  under  a  State  unem¬ 
ployment  compensation  law;  or 


(4)  Dismissal  payments  which  the 
employer  is  not  legally  required  to  make. 


(c)  Employment. — The  term  “em¬ 
ployment”  means  any  service  performed 
prior  to  July  1,  1940,  which  was  employ¬ 
ment  as  defined  in  this  section  as  in 
effect  at  the  time  the  service  was  per¬ 
formed;  and  any  service,  of  whatever 
nature,  performed  after  June  30,  1946, 
by  an  employee  for  the  person  employ¬ 
ing  him,  irrespective  of  the  citizenship 
or  residence  of  either,  (A)  within  the 
United  States,  or  (B)  on  or  in  connection 
with  an  American  vessel  under  a  con¬ 
tract  of  service  which  is  entered  into 
within  the  United  States  or  during  the 
performance  of  which  the  vessel  touches 
at  a  port  in  the  United  States,  if  the 


tion  expenses  in  connection  with  sick¬ 
ness  or  accident  disability,  or  (D)  death; 

(3)  Any  payment  made  to  an  em¬ 
ployee  (including  any  amount  paid  by 
an  employer  for  insurance  or  annuities, 
or  into  a  fund,  to  provide  for  any  such 
payment)  on  account  of  retirement; 

(4)  Any  payment  on  account  of  sick¬ 
ness  or  accident  disability,  or  medical  or 
hospitalization  expenses  in  connection 
with  sickness  or  accident  disability, 
made  by  an  employer  to,  or  on  behalf  of, 
an  employee  after  the  expiration  of  six 
calendar  months  following  the  last 
calendar  month  in  which  the  employee 
worked  for  such  employer; 

(5)  Any  payment  made  to,  or  on  be¬ 
half  of,  an  employee  or  his  beneficiary 
(A)  from  or  to  a  trust  exempt  from  tax 
under  section  165  (a)  at  the  time  of  such 
payment  unless  such  payment  is  made 
to  an  employee  of  the  trust  as  remunera¬ 
tion  for  services  rendered  as  such  em¬ 
ployee  and  not  as  a  beneficiary  of  the 
trust,  or  (B)  under  or  to  an  annuity  plan 
which,  at  the  time  of  such  payment, 
meets  the  requirements  of  section  165 
(a)  (3),  (4),  (5),  and  (6). 

(6)  The  payment  by  an  employer 
(without  deduction  from  the  remunera¬ 
tion  of  the  employee)  (A)  of  the  tax 
imposed  upon  an  employee  under  sec¬ 
tion  1400,  or  (B)  of  any  payment  re¬ 
quired  from  an  employee  under  a  State 
unemployment  compensation  law; 

(7)  Any  payment  (other  than  vaca 
tion  or  sick  pay)  made  to  an  employee 
after  the  month  in  which  he  attains  the 
age  of  sixty-five,  if  he  did  not  work  for 
the  employer  in  the  period  for  which 
such  payment  is  made; 

18)  Dismissal  payments  which  the 
employer  is  not  legally  required  to  make. 

[Under  section  209  (a)  (3)  of  the  bill, 
paragraph  (8)  above  is  inapplicable  with 
respect  to  remuneration  paid  after 
December  31,  1951.) 

(c)  Employment. — The  term  “em¬ 
ployment”  means  any  service  performed 
prior  to  July  1,  1946,  which  was  employ¬ 
ment  as  defined  in  this  section  as  in 
effect  at  the  time  the  service  was  per¬ 
formed;  and  any  service,  of  whatever 
nature,  performed  after  June  30,  1946, 
by  an  employee  for  the  person  employing 
him,  irrespective  of  the  citizenship  or 
residence  of  either,  (A)  within  the  United 
States,  or  (B)  on  or  in  connection  with 
an  American  vessel  under  a  contract  of 
service  which  is  entered  into  within 
the  United  States  or  during  the  per¬ 
formance  of  which  the  vessel  touches  at 
a  port  in  the  United  States,  if  the  em- 
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employee  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  when  outside  the 
United  States,  except — 

*  *  *  *  * 

(10)  (A)  Service  performed  in  any 
calendar  quarter  in  the  employ  of  any 
organization  exempt  from  income  tax 
under  section  101,  if — 

(i)  the  remuneration  for  such 
service  does  not  exceed  $45,  or 

***** 

(E)  Service  performed  in  any  calendar 
quarter  in  the  employ  of  a  school,  col¬ 
lege,  or  university,  not  exempt  from 
income  tax  under  section  101,  if  such 
service  is  performed  by  a  student  who 
is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  univer¬ 
sity,  and  the  remuneration  for  such 
service  does  not  exceed  $45  (exclusive 
of  room,  board,  and  tuition) ; 

Sec.  1621.  Definitions. 

As  used  in  this  subchapter — 

(a)  Wages. — The  term  “wages” 
means  all  remuneration  (other  than 
fees  paid  to  a  public  official)  for  services 
performed  by  an  employee  for  his  em¬ 
ployer,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other 
than  cash;  except  that  such  term  shall 
not  include  remuneration  paid — 
***** 

(3)  for  domestic  service  in  a  private 
home,  local  college  club,  or  local  chapter 
of  a  college  fraternity  or  sorority,  or 


(4)  for  casual  labor  not  in  the  course 
of  the  employer’s  trade  or  business,  or 

***** 


CHANGES  IN  EXISTING  LAW 

ployee  is  employed  on  and  in  connection 
with  such  vessel  when  outside  the 
United  States,  except — • 

(10)  (A)  Service  performed  in  any 
calendar  quarter  in  the  employ  of  any 
organization  exempt  from  income  tax 
under  section  101,  if — 

(i)  the  remuneration  for  such 
service  is  less  than  $50,  or 

(E)  Service  performed  in  the  employ 
of  a  school,  college,  or  university,  not 
exempt  from  income  tax  under  section 
101,  if  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly 
attending  classes  at  such  school,  college, 
or  university; 


Sec.  1621.  Definitions. 

As  used  in  this  subchapter — 

(a)  Wages. — The  term  “wages” 
means  all  remuneration  (other  than  fees 
paid  to  a  public  official)  for  services 
performed  by  an  employee  for  his  em¬ 
ployer,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other 
than  cash;  except  that  such  term  shall 
not  include  remuneration  paid — 

***** 

(3)  (A)  for  domestic  service  in  a 
private  home,  or  (B)  for  domestic 
service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fra¬ 
ternity  or  sorority,  by  a  student  who  is 
enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  univer¬ 
sity,  or 

(4)  for  service  not  in  the  course  of  the 
employer’s  trade  or  business  performed 
in  any  calendar  quarter  by  an  employee, 
unless  the  cash  remuneration  paid  for 
such  service  is  $50  or  more  and  such 
service  is  performed  by  an  individual 
who  is  regularly  employed  by  such  em¬ 
ployer  to  perform  such  service.  For 
the  purposes  of  this  paragraph,  an  in¬ 
dividual  shall  be  deemed  to  be  regularly 
employed  by  an  employer  during  a 
calendar  quarter  only  if  (A)  on  each  of 
some  twenty-four  days  during  such 
quarter  such  individual  performs  for 
such  employer  for  some  portion  of  the 
day  service  not  in  the  course  of  the 
employer’s  trade  or  business,  or  (B) 
such  individual  was  regularly  employed 
(as  determined  under  clause  (A))  by 
such  employer  in  the  performance  of 
such  service  during  the  preceding 
calendar  quarter,  or 

***** 
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(9)  for  services  performed  as  a  minis¬ 
ter  of  the  gospel. 


Sec.  1622.  Income  Tax  Collected  at 
Source. 

(a)  Requirement  of  Withhold¬ 
ing. — Every  employer  making  payment 
of  wages  shall  deduct  and  withhold  upon 
such  wages  a  tax  equal  to  15  per  centum 
of  the  amount  by  which  the  wages  ex¬ 
ceed  the  number  of  withholding  exemp¬ 
tions  claimed  multiplied  by  the  amount 
of  one  such  exemption  as  shown  in  sub¬ 
section  (b)  (1). 


CHANGES  IN  EXISTING  LAW 

(9)  for  services  performed  by  a  duly 
ordained,  commissioned,  or  licensed 
minister  of  a  church  in  the  exercise  of 
his  ministry  or  by  a  member  of  a  reli¬ 
gious  order  in  the  exercise  of  duties 
required  by  such  order,  or 

(10)  (A)  for  services  performed  by  an 
individual  under  the  age  of  eighteen 
in  the  delivery  or  distribution  of  news¬ 
papers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for 
subsequent  delivery  or  distribution,  or 

(B)  for  services  performed  by  an 
individual  in,  and  at  the  time  of,  the 
sale  of  newspapers  or  magazines  to 
ultimate  consumers,  under  an  arrange¬ 
ment  under  which  the  newspapers  or 
magazines  are  to  be  sold  by  him  at  a 
fixed  price,  his  compensation  being 
based  on  the  retention  of  the  excess  of 
such  price  over  the  amount  at  which 
the  newspapers  or  magazines  are  charged 
to  him,  whether  or  not  he  is  guaranteed 
a  minimum  amount  of  compensation 
for  such  service,  or  is  entitled  to  be 
credited  with  the  unsold  newspapers  or 
magazines  turned  back,  or 

(11)  for  services  not  in  the  course  of 
the  employer’s  trade  or  business,  if 
paid  in  any  medium  other  than  cash,  or 

(12)  to,' or  on  behalf  of,  an  employee 
or  his  beneficiary  (A)  from  or  to  a  trust 
exempt  from  tax  under  section  165  (a) 
at  the  time  of  such  payment  unless 
such  payment  is  made  to  an  employee 
of  the  trust  as  remuneration  for  services 
rendered  as  such  employee  and  not  as  a 
beneficiary  of  the  trust, _  or  (b)  under  or 
to  an  annuity  plan  which,  at  the  time 
of  such  payment,  meets  the  require¬ 
ments  of  section  165  (a)  (3),  (4),  (5), 
and  (6). 

Sec.  1622.  Income  Tax  Collected  at 
Source. 

(a)  Requirement  of  Withholding. — 

(1)  In  general. — Every  employer 
making  payment  of  wages  shall  deduct 
and  withhold  upon  such  wages  a  tax 
equal  to  15  per  centum  of  the  amount 
by  which  the  wages  exceed  the  number 
of  withholding  exemptions  claimed 
multiplied  by  the  amount  of  one  such 
exemption  as  shown  in  subsection  (b) 
(1). 

(2)  Wages  subject  to  combined 
withholding  of  income  and  em¬ 
ployee  social  security  taxes._ — The 
provisions  of  paragraph  (1)  of  this  sub¬ 
section  and  of  subsection  (c)  (1)  of  this 
section  shall  not  apply  with  respect  to 
any  payment  of  wages  as  defined  in 
section  1633  (relating  to  combined  with¬ 
holding  of  income  and  employee  social 
security  taxes).  Every  employer  mak- 
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ing  payment  of  such  wages  shall  deduct 
and  withhold  upon  such  wages,  in  the 
manner  prescribed  by  section  1633,  the 
tax  which  under  section  1633  (d)  (1)  is 
considered  as  imposed  by  this  para¬ 
graph. 

Sec.  1625.  Receipts. 


(d)  Application  of  Section. — This 
section  shall  apply  only  with  respect  to 
wages  paid  before  January  1,  1951. 
For  corresponding  provisions  with  re¬ 
spect  to  wages  paid  after  December  31, 
1950,  see  section  1636. 

Sec.  1631.  Failure  of  Employer  to  Sec.  1631.  Failure  of  Employer  to 
File  Return  or  Pay  Tax.  File  Return. 

In  case  of  a  failure  to  make  and  file  In  case  of  a  failure  to  make  and  file 
any  return,  or  a  failure  to  pay  any  tax,  any  return  required  under  this  chapter 
required  by  this  chapter,  or  both,  within  within  the  time  prescribed  by  law  or 
the  time  prescribed  by  law  or  prescribed  prescribed  by  the  Commissioner  in  pur- 
by  the  Commissioner  in  pursuance  of  suance  of  law,  unless  it  is  shown  that 
law,  unless  it  is  shown  that  such  failure  such  failure  is  due  to  reasonable  cause 
is  due  to  reasonable  cause  and  not  due  and  not  to  willful  neglect,  the  addition 
to  willful  neglect,  the  addition  to  the  to  the  tax  or  taxes  required  to  be  shown 
tax  shall  not  be  less  than  $5.  on  such  return  shall  not  be  less  than  $5. 

Sec.  1633.  Combined  Withholding  of 
Income  and  Employee  Social 
Security  Taxes. 

(a)  Definition  of  Wages  Subject 
to  Combined  Withholding. — As  used 
in  this  section,  the  term  “wages”  means 
a  payment  of  remuneration  by  a  person 
to  an  individual  if  the  person  making 
such  payment  is  the  employer  of  such 
individual  within  the  meaning  of  sub¬ 
chapters  A  and  D  of  this  chapter  or  is 
authorized  under  section  1632  to  deduct 
and  withhold  the  tax  under  this  section 
with  respect  to  such  payment,  and  if 
all  of  such  payment  is  both — 

(1)  wages  as  defined  in  section  1621 
(a)  (relating  to  wages  subject  to  income 
tax  withholding),  and 

(2)  wages  as  defined  in  section  1426 
(a)  (relating  to  wages  subject  to  em¬ 
ployee  social  security  tax),  determined 
without  regard  to  paragraph  (1)  of 
section  1426  (a)  (relating  to  the  $3,000 
limitation  on  remuneration)  and  without 
regard  to  paragraph  (2)  (B),  (C),  and 
(D)  and  paragraph  (4)  of  section  1426 
(a)  (relating  to  sickness,  accident  dis¬ 
ability,  medical  and  hospitalization, 
and  death  payments). 

(b)  Percentage  Withholding. — 
Every  employer  making  a  payment  of 
wages  to  an  employee  shall  deduct  and 
withhold  from  such  wages  a  tax  equal 
to  the  sum  of  the  following: 

(1)  1  per  centum  of  the  wages,  and 

(2)  15  per  centum  of  the  wages  in 
excess  of  an  amount  equal  to  one  with- 
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holding  exemption  as  determined  under 
section  1622  (b)  multiplied  by  the 
number  of  withholding  exemptions 
claimed  (as  defined  in  section  1621  (e)). 

(c)  Wage  Bracket  Withholding. — 
At  the  election  of  the  employer  with 
respect  to  any  payment  of  wages  to  an 
employee,  the  employer  shall  deduct 
and  withhold  from  the  wages  paid  to 
such  employee  a  tax  determined  in 
accordance  with  tables  prescribed  by 
the  Commissioner  pursuant  to  section 
1634,  which  shall  be  in  lieu  of  the  tax 
required  to  be  deducted  and  withheld 
under  subsection  (b)  of  this  section. 

(d)  Apportionment  of  Tax. — 

(1)  Tax  required  to  be  deducted 
and  withheld. — The  tax  required  to  be 
deducted  and  withheld  under  this  sec¬ 
tion  during  any  calendar  year  shall  be 
considered  the  tax  required  to  be  de¬ 
ducted  and  withheld  under  section  1622 
(a)  (2)  to  the  extent  such  tax  under 
this  section  exceeds  1)4  per  centum  of 
the  wages  paid  by  the  employer  to  the 
employee  during  such  calendar  year. 
The  balance  of  such  tax  under  this  sec¬ 
tion  shall  be  considered  the  tax  im¬ 
posed  by  section  1400  (b).  For  the 
purposes  of  this  subsection,  in  deter¬ 
mining  1)4  per  centum  of  the  wages, 
the  term  “wages”  shall  not  include  any 
amount  which  is  not  wages  as  defined 
in  section  1426  (a).  ■ 

(2)  Tax  actually  deducted  and 
withheld. — The  amount  deducted  and 
withheld  as  tax  under  this  section  shall 
be  apportioned,  in  the  manner  provided 
in  paragraph  (1)  (relating  to  the  tax 
required  to  be  deducted  and  withheld 
under  this  section),  on  the  basis  of  the 
facts  and  circumstances  known  at  the 
close  of  the  period  during  which  such 
amount  was  deducted  and  withheld, 
and,  to  the  extent  determined  by  such 
apportionment,  shall  be  deemed  an 
amount  deducted  and  withheld  as  tax 
under  section  1622  and  an  amount 
deducted  and  withheld  as  tax  under 
section  1401,  respectively. 

(e)  Change  of  Rate  Under  Section 
1400. — If  for  any  calendar  year  the 
applicable  rate  prescribed  by  section 
1400  (a)  is  not  1)4  per  centum,  then 
there  shall  be  substituted  for  the  rate  of 
1)4  per  centum  wherever  specified  in  this 
section  the  rate  prescribed  by  section 
1400  (a)  for  such  calendar  year. 

(f)  Other  Laws  Applicable. — All 
provisions  of  law,  including  penalties, 
applicable  with  respect  to  the  tax 
required  to  be  deducted  and  withheld 
under  section  1622  shall,  insofar  as 
applicable  and  not  inconsistent  with  the 
provisions  of  this  section,  be  applicable 
with  respect  to  the  tax  under  this 
section. 
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Sec.  1634.  Wage  Bracket  Withhold¬ 
ing  Tables 

The  Commissioner  shall  prescribe 
the  wage  bracket  withholding  tables 
referred  to  in  section  1633  (c).  Such 
tables  shall  be  identical  with  the  tables 
prescribed  by  section  1622  (c),  except 
that  the  tax  to  be  withheld  under  such 
tables  shall  differ  from  the  tax  to  be 
withheld  under  the  tables  prescribed  by 
section  1622  (c)  only  in  the  following 
respects : 

(a)  Wherever  the  tables  prescribed 
by  section  1622  (c)  show  a  specific 
amount  (including  a  showing  of  $0)  of 
tax  to  be  withheld  with  respect  to  a 
wage  bracket,  except  where  such  amount 
is  shown  for  the  highest  wage  bracket 
in  the  table,  such  specific  amount  shall 
be  increased  by  an  amount  equal  to  the 
applicable  tax  rate  prescribed  by  section 
1400  (a)  applied  to  the  amount  at  the 
midpoint  of  the  wage  bracket. 

(b)  In  the  case  of  the  highest  wage 
bracket  shown  in  a  table,  the  specific 
amount  of  tax  to  be  withheld  shown  in 
the  corresponding  table  prescribed  by 
section  1622  (c)  shall  be  increased  by 
an  amount  equal  to  the  applicable  tax 
rate  prescribed  by  section  1400  (a) 
applied  to  the  amount  at  the  lower 
limit  of  such  highest  wage  bracket. 

(c)  Wherever  the  tables  prescribed 
by  section  1622  (c)  show  a  specific  per¬ 
centage,  such  percentage  shall  be  in¬ 
creased  by  the  applicable  tax  rate  pre¬ 
scribed  by  section  1400  (a). 

Sec.  1635.  Tax  Paid  by  Recipient 

If  the  employer,  in  violation  of  the 
provisions  of  section  1633,  fails  to  deduct 
and  withhold  the  tax  under  such  section, 
if  by  reason  of  section  1633  (d)  a  portion 
of  such  tax  is  considered  tax  required  to 
be  deducted  and  withheld  under  section 
1622,  and  if  thereafter  the  tax  against 
which  such  portion  may  be  credited  is 
paid,  such  portion  of  the  tax  required  to 
be  deducted  and  withheld  under  section 
1633  (determined  in  accordance  with 
section  1633  (d))  shall  not  be  collected 
from  the  employer;  but  this  section 
shall  in  no  case  relieve  the  employer 
from  liability  for  any  penalties  or  addi¬ 
tions  to  the  tax  otherwise  applicable  in 
respect  of  such  failure  to  deduct  and 
withhold. 

Sec.  1636.  Receipts  for  Employees. 

(a)  Requirement. — Every  person 
required  to  deduct  and  withhold  from 
an  employee  a  tax  under  section  1400, 
1622,  or  1633,  or  who  would  have  been 
required  to  deduct  and  withhold  a  tax 
under  section  1622  if  the  employee  had 
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claimed  no  more  than  one  withholding 
exemption,  shall  furnish  to  each  such 
employee  in  respect  of  the  remuneration 
paid  by  such  person  to  such  employee 
during  the  calendar  year,  on  or  before 
January  31  of  the  succeeding  year,  or, 
if  his  employment  is  terminated  before 
the  close  of  such  calendar  year,  on  the 
day  on  which  the  last  payment  of 
remuneration  is  made,  a  written  state¬ 
ment  showing  the  following:  (1)  the 
name  of  such  person,  (2)  the  name  of  the 
employee  (and  his  social  security  ac¬ 
count  number  if  wages  as  defined  in 
section  1426  (a)  have  been  paid),  (3)  the 
total  amount  of  wages  as  defined  in 
section  1621  (a),  (4)  the  total  amount 
deducted  and  withheld  as  tax  under 
section  1622,  (5)  the  total  amount  of 
wages  as  defined  in  section  1426  (a),  and 
(6)  the  total  amount  deducted  and 
withheld  as  tax  under  section  1400. 
For  the  determination  of  the  portion  of 
the  amount  deducted  and  withheld  as 
tax  under  section  1633  which  is  deemed 
an  amount  deducted  and  withheld  as 
tax  under  section  1622  and  the  portion 
which  is  deemed  an  amount  deducted 
and  withheld  as  tax  under  section  1400, 
see  section  1633  (d)  (2). 

(b)  Statements  to  Constitute  In¬ 
formation  Returns. — The  statements 
required  to  be  furnished  by  this  section 
in  respect  of  any  remuneration  shall  be 
furnished  at  such  other  times,  shall  con¬ 
tain  such  other  information,  and  shall 
be  in  such  form  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may 
by  regulations  prescribe.  A  duplicate 
of  any  such  statement  if  made  and  filed 
in  accordance  with  regulations  pre¬ 
scribed  by  the  Commissioner  with  the 
approval  of  the  Secretary  shall  con¬ 
stitute  the  return  required  to  be  made 
in  respect  of  such  remuneration  under 
section  147.  If  such  statement  is 
required  for  a  period  other  than  a 
calendar  year,  the  apportionment  for 
such  other  period  shall  be  made  in  a 
manner  similar  to  that  provided  in 
section  1633  (d). 

(c)  Extension  of  Time. — The  Com¬ 
missioner,  under  such  regulations  as  he 
may  prescribe  with  the  approval  of  the 
Secretary,  may  grant  to  any  person  a 
reasonable  extension  of  time  (not  in 
excess  of  thirty  days)  with  respect  to 
the  statements  required  to  be  furnished 
under  this  section. 

Sec.  1637.  Penalties. 

(a)  Penalties  for  Fraudulent 
Statement  of  Failure  to  Furnish 
Statement. — In  lieu  of  any  other 
penalty  provided  by  law  (except  the 
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penalty  provided  by  subsection  (b)  of 
this  section),  any  person  required  under 
the  provisions  of  section  1636  to  furnish 
a  statement  who  willfully  furnishes  a 
false  or  fraudulent  statement,  or  who 
willfully  fails  to  furnish  a  statement  in 
the  manner,  at  the  time,  and  showing  the 
information  required  under  section  1636, 
or  regulations  prescribed  thereunder, 
shall  for  each  such  failure,  upon  convic¬ 
tion  thereof,  be  fined  not  more  than 
$1,000,  or  imprisoned  for  not  more  than 
one  year,  or  both. 

(b)  Additional  Penalty. — In  addi¬ 
tion  to  the  penalty  provided  by  sub¬ 
section  (a)  of  this  section,  any  person 
required  under  the  provisions  of  section 
1636  to  furnish  a  statement  who  will¬ 
fully  furnishes  a  false  or  fraudulent 
statement,  or  who  willfully  fails  to 
furnish  a  statement  in  the  manner,  at 
the  time,  and  showing  the  information 
required  under  section  1636,  or  regula¬ 
tions  prescribed  thereunder,  shall  for 
each  such  failure  be  subject  to  a  civil 
penalty  of  $50.  Such  penalty  shall  be 
assessed  and  collected  in  the  same 
manner  as  the  tax  imposed  by  section 
1410. 

Sec. 1638.  Period  of  Limitation  upon 

Assessment  and  Collection  of 

Certain  Employment  Taxes. 

(a)  General  Rule. — The  amount  of 
any  tax  imposed  by  subchapter  A  of 
this  chapter  subchapter  D  of  this  chap¬ 
ter  or  this  subchapter  shall  (except  as 
otherwise  provided  in  the  following  sub¬ 
sections  of  this  section)  be  assessed 
within  three  years  after  the  return  was 
filed,  and  no  proceeding  in  court  with¬ 
out  assessment  for  the  collection  of  such 
tax  shall  be  begun  after  the  expiration 
of  such  period. 

(b)  False  Return  or  no  Return. — 
In  the  case  of  a  false  or  fraudulent  retilrn 
with  intent  to  evade  tax  or  of  a  failure  to 
file  a  return  the  tax  may  be  assessed  or  a 
proceeding  in  court  for  the  collection  of 
such  tax  may  be  begun  without  assess¬ 
ment  at  any  time. 

(c)  Willful  Attempt  to  Evade 
Tax. — In  case  of  a  willful  attempt  in  any 
manner  to  defeat,  or  evade  tax,  the  tax 
may  be  assessed,  or  a  proceeding  in  court 
for  the  collection  of  such  tax  may  be  be¬ 
gun  without  assessment  at  any  time. 

(d)  Collection  After  Assess¬ 
ment. — Where  the  assessment  of  any 
tax  imposed  by  subchapter  A  of  this 
chapter,  subchapter  D  of  this  chapter,  or 
this  subchapter  has  been  made  within 
the  period  of  limitation  properly  appli¬ 
cable  thereto,  such  tax  may  be  collected 
by  distraint  or  by  a  proceeding  in  court, 
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but  onlyfjif  begun  (1)  within  six  years 
after")the.:  assessment  of  the  tax,  or  (2) 
priory  to  the  expiration  of  any  period  for 
collection  agreed  upon  in  writing  by  the 
Commissioner  and  the  taxpayer. 

(e)  Date  of  Filing  of  Return. — 
For  the  purposes  of  this  section,  if  a  re¬ 
turn  for  any  period  ending  with  or  with¬ 
in  a  calendar  year  is  filed  before  March 
15  of  the  succeeding  calendar  year,  such 
return  shall  be  considered  filed  on  March 
15  of  such  succeeding  calendar  year. 

(f)  Application  of  Section.— The 
provisions  of  this  section  shall  apply 
only  to  those  taxes  imposed  by  sub¬ 
chapter  A  of  this  chapter,  subchapter  D 
of  this  chapter,  or  this  subchapter, 
which  are  required  to  be  collected  and 
paid  by  making  and  filing  returns. 

(g)  Effective  Date. — The  provi¬ 
sions  of  this  section  shall  not  apply  to 
any  tax  imposed  with  respect  to  re¬ 
muneration  paid  during  any  calendar 
year  before  1951. 

Sec.  1639.  Period  of  Limitation  upon 

Refunds  and  Credits  of  Certain 

Employment  Taxes. 

(a)  General  Rule. — In  the  case  of 
any  tax  imposed  by  subchapter  A  of  this 
chapter,  subchapter  D  of  this  chapter, 
or  this  subchapter— 

(1)  Period  of  limitation. — Unless  a 
claim  for  credit  or  refund  is  filed  by  the 
taxpayer  within  three  years  from  the 
time  the  return  was  filed  or  within  two 
years  from  the  time  the  tax  was  paid, 
no  credit  or  refund  shall  be  allowed  or 
made  after  the  expiration  of  whichever 
of  such  periods  expires  the  later.  If 
no  return  is  filed,  then  no  credit  or  re¬ 
fund  shall  be  allowed  or  made  after 
two  years  from  the  time  the  tax  was 
paid ,  unless  before  the  expiration  of 
such  period  a  claim  therefor  is  filed  by 
the  taxpayer. 

(2)  Limit  on  amount  of  credit  or 
refund. — The  amount  of  the  credit  or 
refund  shall  not  exceed  the  portion  of 
the  tax  paid — 

(A)  If  a  return  was  filed  and  the 
claim  was  filed  within  three  years  from 
the  time  the  return  was  filed  during 
the  three  years  immediately  preceding 
the  filing  of  the  claim. 

(B)  If  a  claim  was  filed  and  (i)  no 
return  was  filed  or  (ii)  if  the  claim  was 
not  filed  within  three  years  from  the 
time  the  return  was  filed  during  the 
two  years  immediately  preceding  the 
filing  of  the  claim. 

(C)  If  no  claim  was  filed  and  the 
allowance  of  credit  or  refund  is  made 
within  three  years  from  the  time  the 
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Sec.  3312.  Period  of  Limitation  Upon 
Assessment  and  Collection. 

Except  in  the  case  of  income,  war- 
profits,  excess-profits,  estate,  and  gift 
taxes — 


return  was  filed  during  the  three  years 
immediately  preceding  the  allowance  of 
the  credit  or  refund. 

(D)  If  no  claim  was  filed  and  (i)  no 
return  was  filed  or  (ii)  the  allowance  of 
the  credit  or  refund  is  not  made  within 
three  years  from  the  time  the  return 
was  filed  during  the  two  years  im¬ 
mediately  preceding  the  allowance  of 
the  credit  or  refund. 

(b)  Penalties,  Etc. — The  provisions 
of  subsection  (a)  of  this  section  shall 
apply  to  any  penalty  or  sum  assessed  or 
collected  with  respect  to  the  tax  im¬ 
posed  by  subchapter  A  of  this  chapter, 
subchapter  D  of  this  chapter  or  this 
subchapter. 

(c)  Date  of  Piling  Return  and 
Date  of  Payment  of  Tax. — For  the 
purposes  of  this  section — 

(1)  If  a  return  for  any  period  ending 
with  or  within  a  calendar  year  is  filed 
before  March  15  of  the  succeeding  cal¬ 
endar  year,  such  return  shall  be  con¬ 
sidered  filed  on  March  15  of  such  suc¬ 
ceeding  calendar  year,  and 

(2)  If  a  tax  with  respect  to  remunera¬ 
tion  paid  during  any  period  ending 
with  or  within  a  calendar  year  is  paid 
before  March  15  of  the  succeeding  cal¬ 
endar  year,  such  tax  shall  be  considered 
paid  on  March  15  of  such  succeeding 
calendar  year. 

(d)  Application  of  Section.- — The 
provisions  of  this  section  shall  apply 
only  to  those  taxes  imposed  by  sub¬ 
chapter  A  of  this  chapter,  subchapter 
D  of  this  chapter,  or  this  subchapter, 
which  are  required  to  be  collected  and 
paid  by  making  and  filing  returns. 

(e)  Effective  Date. — The  provi¬ 
sions  of  this  section  shall  not  apply  to 
any  tax  paid  or  collected  with  respect 
to  remuneration  paid  during  any  cal¬ 
endar  year  before  1951  or  to  any 
penalty  or  sum  paid  or  collected  with 
respect  to  such  tax. 

Sec.  3312.  Period  of  Limitation  Upon 
Assessment  and  Collection. 

Except  in  the  case  of  income,  war- 
profits,  excess-profits,  estate,  and  gift 
taxes  and  except  as  otherwise  provided 
in  section  1638  with  respect  to  employ¬ 
ment  taxes  under  subchapters  A,  D,  and 
E  of  chapter  9 — 


Sec.  3313.  Period  of  Limitation  Upon 
Refunds  and  Credits. 

All  claims  for  the  refunding  or  credit¬ 
ing  of  any  internal-revenue  tax  alleged 
to  have  been  erroneously  or  illegally 
assessed  or  collected,  or  of  any  penalty 
alleged  to  have  been  collected  without 


Sec.  3313.  Period  of  Limitation  Upon 
Refunds  and  Credits. 

All  claims  for  the  refunding  or  credit¬ 
ing  of  any  internal-revenue  tax  alleged  to 
have  been  erroneously  or  illegally  as¬ 
sessed  or  collected,  or  of  any  penalty 
alleged  to  have  been  collected  without 
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authority,  or  of  any  sum  alleged  to  have 
been  excessive  or  in  any  manner  wrong¬ 
fully  collected  must,  except  as  other¬ 
wise  provided  by  law  in  the  case  of  in¬ 
come,  war-profits,  excess-profits,  estate, 
and  gift  taxes,  be  presented  to  the  Com¬ 
missioner  within  four  years  next  after 
the  payment  of  such  tax,  penalty,  or 
sum.  The  amount  of  the  refund  (in  the 
case  of  taxes  other  than  income,  war- 
profits,  excess-profits,  estate,  and  gift 
taxes)  shall  not  exceed  the  portion  of  the 
tax,  penalty,  or  sum  paid  during  the  four 
years  immediately  preceding  the  filing  of 
the  claim,  or  if  no  claim  was  filed,  then 
during  the  four  years  immediately  pre¬ 
ceding  the  allowance  of  the  refund. 


Sec.  3645.  Periods  of  Limitation 
Upon  Assessment. 

For  the  periods  of  limitation  pre¬ 
scribed  for  making  assessments,  see  the 
following: 

Employment  taxes,  section  3312. 

Sec.  3772.  Suits  for  Refund. 

(c)  Cross  References. — 

For  provisions  relating  to  claims  for 
refund  or  credit  filed  with  the  Com¬ 
missioner  in  respect  of — 


Sec.  3801.  Mitigation  of  Effect  of 
Limitation  and  Other  Provisions 
in  Income  Tax  Gases. 
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authority,  or  of  any  sum  alleged  to  have 
been  excessive  or  in  any  manner  wrong¬ 
fully  collected  must,  except  as  otherwise 
provided  by  law  in  the  case  of  income, 
war-profits,  excess-profits,  estate,  and 
gift  taxes,  and  except  as  otherwise  pro¬ 
vided  by  law  in  the  case  of  employment 
taxes  under  subchapters  A,  D,  and  E 
of  chapter  9  be  presented  to  the  Com¬ 
missioner  within  four  years  next  after 
the  payment  of  such  tax,  penalty,  or 
sum.  The  amount  of  the  refund  (in 
the  case  of  taxes  other  than  income, 
war-profits,  excess-profits,  estate,  and 
gift  taxes,  and  other  than  such  em¬ 
ployment  taxes)  shall  not  exceed  the 
portion  of  the  tax,  penalty,  or  sum  paid 
during  the  four  years  immediately  pre¬ 
ceding  the  filing  of  the  claim,  or  if  no 
claim  was  filed,  then  during  the  four 
years  immediately  preceding  the  allow¬ 
ance  of  the  refund. 

Sec.  3645.  Periods  of  Limitation 
Upon  Assessment. 

For  the  periods  of  limitation  pre¬ 
scribed  for  making  assessments,  see  the 
following: 

***** 
Employment  taxes,  sections  1638  and 
3312. 

Sec.  3772.  Suits  for  Refund. 

(c)  Cross  References. — 

For  provisions  relating  to  claims  for 
refund  or  credit  filed  with  the  Com¬ 
missioner  in  respect  of — 

***** 

Employment  taxes,  see  sections  1639 
and  3313. 

Sec.  3801.  Mitigation  of  Effect  of 
Limitation  and  Other  Provisions 
in  Income  Tax  Cases. 

***** 

(g)  Taxes  Imposed  by  Chapter  9. — 
The  provisions  of  this  section  shall  not 
be  construed  to  apply  to  any  tax  im¬ 
posed  by  chapter  9. 

Sec.  3810.  Effective  Date  in  Case 
of  Puerto  Rico 

If  the  Governor  of  Puerto  Rico 
certifies  to  the  President  of  the  United 
States  that  the  legislature  of  Puerto 
Rico  has,  by  concurrent  resolution, 
resolved  that  it  desires  the  extension 
to  Puerto  Rico  of  the  provisions  of  title 
II  of  the  Social  Security  Act,  the  effec¬ 
tive  date  referred  to  on  sections  1426 
(e),  481  (a)  (7),  and  481  (b)  shall  be 
January  1  of  the  first  calendar  year 
which  begins  more  than  ninety  days 
after  the  date  on  which  the  President 
receives  such  certification. 
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Sec.  3811.  Collection  of  Taxes  in 

Virgin  Islands  and  Puerto  Rico 

Notwithstanding  any  other  provision 
of  law  respecting  taxation  in  the  Virgin 
Islands  or  Puerto  Rico,  all  taxes  im¬ 
posed  by  subchapter  E  of  chapter  1 
and  by  subchapter  A  of  chapter  9  shall 
be  collected  by  the  Bureau  of  Internal 
Revenue  under  the  direction  of  the 
Secretary  and  shall  be  paid  into  the 
Treasury  of  the  United  States  as  internal 
revenue  collections. 

Sec.  3812.  Mitigation  of  Effect  of 

Statute  of  Limitations  and  Other 

Provisions  in  Case  of  Related 

Taxes  Under  Different  Chapters. 

(a)  Self-Employment  Tax  and  Tax 
on  Wages. — In  the  case  of  the  tax  im¬ 
posed  by  subchapter  E  of  chapter  1 
(relating  to  tax  on  self-employment  in¬ 
come)  and  the  tax  imposed  by  section 
1400  of  subchapter  A  of  chapter  9  (re¬ 
lating  to  tax  on  employees  under  the 
Federal  Insurance  Contributions  Act) — 

(1)  (i)  if  an  amount  is  erroneously 
treated  as  self-employment  income,  or 

(ii)  if  an  amount  is  erroneously  treated 
as  wages,  and 

(2)  if  the  correction  of  the  error  would 
require  an  assessment  of  one  such  tax 
and  the  refund  or  credit  of  the  other  tax, 
and 

(3)  if  at  any  time  the  correction  of  the 
error  is  authorized  as  to  one  such  tax  but 
is  prevented  as  to  the  other  tax  by  any 
law  or  rule  of  law  (other  than  section 
3761,  relating  to  compromises), 

then  if  the  correction  authorized  is  made, 
the  amount  of  the  assessment,  or  the 
amount  of  the  credit  or  refund,  as  the 
case  may  be,  authorized  as  to  the  one 
tax  shall  be  reduced  by  the  amount  of 
the  credit  or  refund,  or  the  amount  of 
the  assessment,  as  the  case  may  be, 
which  would  be  required  with  respect 
to  such  other  tax  for  the  correction  of 
the  error  if  such  credit  or  refund,  or  such 
assessment,  of  such  other  tax  were  not 
prevented  by  any  law  or  rule  of  lawr 
(other  than  section  3761,  relating  to 
compromises). 

(b)  Definitions. — For  the  purposes 
of  subsection  (a)  of  this  section,  the 
terms  “self-employment  income”  and 
“wages”  shall  have  the  same  meaning 
as  when  used  in  section  481  (b). 


SUPPLEMENTAL  VIEWS  AND  RESERVATIONS  OF 
SENATORS  LUCAS  AND  MYERS  ON  H.  R.  6000 


We  have  joined  with  the  other  members  of  the  Senate  Committee 
on  Finance  in  voting  to  report  out  H.  R.  6000.  We  believe  that 
this  bill  makes  many  major  improvements  in  our  social-insurance 
system.  In  certain  particulars  the  committee  recommendations  arc 
more  liberal  than  those  adopted  by  the  House  of  Representatives  in 
passing  II.  R.  6000.  Wc  point  with  favor  to  the  more  liberal  average 
monthly  wage  provisions  and  to  the  use  of  the  15-percent  factor, 
in  place  of  the  10-percent  figure,  agreed  to  in  the  House  benefit 
formula.  The  Senate  committee  bill  is  to  be  commended,  too,  for 
liberalizing  the  eligibility  requirements  for  social-security  coverage  in 
several  important  respects. 

We  feel  impelled,  however,  to  reserve  fully  our  rights  to  support  on 
the  Senate  floor  some  additional  liberalizing  amendments  which  were 
not  accepted  by  a  majority  of  the  Senate  committee.  Among  other 
things,  these  amendments  are  concerned  primarily  with  four  principles 
which  we  consider  to  be  of  substantial  importance:  (1)  Wc  regard 
the  $3,000  wage  and  tax  base  adopted  by  the  committee  to  be  inade¬ 
quate;  (2)  we  favor  retention  of  an  increment  factor,  such  as  is  found 
in  the  present  law  and  in  the  bill  as  it  passed  the  House;  (3)  wc 
believe  the  principle  of  permanent  and  total  disability  insurance 
should  be  established;  and  (4)  we  doubt  seriously  that  State  unem¬ 
ployment  insurance  funds  can  be  protected  adequately  by  the  Govern¬ 
ment  loan  provision  agreed  to  by  a  majority  of  the  committee. 

Turning  our  attention  to  a  comparison  of  the  insurance  benefit 
formulas  adopted  by  the  House  and  by  the  Senate  Finance  Committee, 
we  would  like  to  repeat  here  the  substantial  details  of  each.  Under 
the  bill  as  passed  by  the  House,  insurance  benefits  were  computed  by 
taking  50  percent  of  the  first  $100  of  the  average  monthly  wage, 
plus  10  percent  of  the  next  $200  (based  on  a  maximum  wage  and  tax 
base  of  $3,600  for  the  year),  plus  a  one-half  of  1  percent  increase  for 
each  year  of  coverage.  The  Senate  committee  has  recommended 
that  the  maximum  wage  and  tax  base  be  lowered  to  $3,000  a  year  and 
that  the  one-half  of  1  percent  increase  for  each  year  of  coverage  be 
eliminated.  As  already  indicated,  the  Senate  committee  increased 
the  10-percent  provision  in  the  formula  to  15  percent.  We  supported 
this  change  in  the  committee  and  believe  it  is  a  realistic  approach  to 
bringing  benefits  in  line  with  the  increased  costs  of  living.  For  a 
person  earning  $250  a  month,  this  will  mean  a  monthly  increase  of 
$11.25  in  benefits  to  himself  and  his  wife. 

I.  WE  RECOMMEND  THAT  THE  WAGE  BASE  BE  RAISED  ABOVE  $3,000 

We  find  it  difficult  to  reconcile  the  committee’s  action  in  reducing 
the  maximum  wage  base  with  the  committee’s  recognition  that 
changes  in  wages  and  the  cost  of  living  since  1939  required  a  change 
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in  the  benefit  formula.  The  decision  to  retain  the  wage  base  at 
$3,000  instead  of  the  $3,600  provided  by  the  House  bill  is  a  backward 
step  in  the  provision  of  insurance  against  wage  loss.  It  would 
perpetuate  a  provision  that  was  appropriate  for  wage  levels  more 
than  a  decade  ago,  when  only  5  percent  of  the  steadily  employed 
workers  covered  by  the  program  earned  more  than  $3,000  a  year. 

For  benefits  to  be  reasonably  related  to  the  worker’s  former  level 
of  living  they  should  be  based  to  the  largest  possible  extent  on  his 
entire  earnings.  They  were  so  based  in  1940.  They  are  not  today 
when  nearly  one-half  of  all  male  workers,  regularly  employed  in 
covered  occupations,  have  wages  of  $3,000  a  year  or  more. 

This  point  was  recognized  by  the  Advisory  Council  on  Social 
Security,  appointed  by  the  Eightieth  Congress,  in  its  report  to  the 
Senate  committee.  The  majority  of  the  Council  recommended  that 
the  wage  base  be  raised  to  $4,200,  as  an  adjustment  to  present  day 
price  and  wage  levels.  Five  of  the  17  members  stated  that  a  full 
adjustment  to  present  levels  would  require  a  wage  base  of  $4,800. 

Retention  of  the  $3,000  wage  base  establishes  a  flat  benefit  amount 
for  those  whose  average  earnings  exceed  $250  a  month.  Clearly, 
there  is  no  real  relation  to  total  earnings  when  a  retiring  worker  who 
averaged  $350  a  month  receives  the  same  benefit  as  one  whose  aver¬ 
age  monthly  earnings  were  only  $250. 

II.  WE  FAVOR  RETENTION  OF  AN  INCREMENT  FACTOR  IN  CALCULATING 

INSURANCE  BENEFITS 

We  feel  the  committee’s  action  in  voting  to  eliminate  the  increment 
detracts  from  the  progressive  and  realistic  results  which  would  other¬ 
wise  be  achieved  by  the  increase  in  the  benefit  formula.  Without  an 
increment,  the  person  who  contributes  to  the  insurance  program  for 
45  years  will  get  no  more  in  benefits  than  one  who  contributes  for 
only  a  year  and  a  half.  We  feel  this  is  neither  fair  nor  reasonable. 
Retention  of  the  increment  is  in  line  with  the  sound  principles  of 
contributory  insurance  embodied  in  the  other  financing  and  benefit 
provisions  of  the  bill. 

The  present  insurance  system  provides  for  an  increase  in  an  individ¬ 
ual’s  insurance  benefit  of  one  percent  for  each  year  ho  has  contributed 
substantially  to  the  insurance  system.  As  H.  R.  6000  passed  the 
House,  it  provided  for  an  increment  of  one-half  of  1  percent  yearly. 
We  feel  the  action  of  the  committee  in  eliminating  the  increment 
altogether  is  undesirable. 

The  increment  is  psychologically  important  to  assure  support  for  a 
contributory  program.  It  is  consonant  with  the  psychological  value 
of  individual  incentive.  It  emphasizes  and  reinforces  the  principle 
that  the  man  who  pays  more  contributions  receives  more  in  benefits. 

Future  benefits  will  be  larger  with  an  increment  than  without  one. 
This  is  important  because  any  increase  in  insurance  benefits  will  help 
reduce  public  assistance  costs  that  are  today  heavy  burdens  on  State 
and  Federal  tax  revenues. 

Thus,  the  use  of  the  increment  serves  the  dual  purpose  of  lightening 
the  ultimate  public  assistance  burden  while,  at  the  same  time,  preserv¬ 
ing  the  time-honored  principle  that  pension  benefits  customarily  in¬ 
crease  with  the  length  of  time  that  an  employee  contributes. 
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III.  WE  RECOMMEND  THAT  THE  PRINCIPLE  OF  PERMANENT  AND  TOTAL 

DISABILITY  INSURANCE  BE  ESTABLISHED 

Almost  every  major  retirement  system  in  this  country,  whether 
public  or  private,  provides  in  some  measure  for  the  premature  retire¬ 
ment  of  those  who  are  unable  to  work  up  to  the  full  retirement  age. 
Private  plans,  however,  are  extremely  limited  both  as  to  scope  and 
coverage.  As  constituted,  these  plans  are  incapable  of  meeting  the 
income  losses  sustained  by  a  worker  outside  his  normal  scope  of  em¬ 
ployment.  This  is  a  problem  of  real  magnitude  when  it  is  recalled 
that  90  percent  of  the  accidents  causing  total  permanent  disability 
are  not  work-connected. 

Permanent  total  disability  is  closely  associated  with  the  aging 
process,  and  it  is  most  serious  for  those  disabled  in  the  years  immedi¬ 
ately  preceding  retirement.  The  problem  of  rehabilitation  into  new 
types  of  employment  is  also  more  difficult  for  the  older  worker. 

Under  existing  conditions,  the  disabled  worker  is  treated  inequitably. 
If  he  has  contributed  toward  retirement  insurance  for  a  substantial 
part  of  his  working  life,  and  yet  becomes  disabled  prior  to  retirement 
age,  he  is  forced  to  await  retirement  age  before  pension  benefits  are 
available.  Thus,  he  is  deprived  of  protection  when  he  needs  it 
most — when  he  is  disabled.  Moreover,  the  disabled  worker,  incapable 
of  work,  is  no  longer  able  to  contribute  to  the  insurance  system, 
thus  reducing  his  eventual  benefits  or  perhaps  causing  them  to  be 
wiped  out  altogether. 

Arbitrary  retirement  at  a  fixed  age  creates  a  false  dividing  line 
between  the  productive  and  nonproductive  years.  A  worker  is  as 
old  as  his  physical  and  mental  capacities,  whether  he  be  55,  65,  or  75. 
For  the  many  workers  forced  to  abandon  work  before  their  sixty-fifth 
year,  the  present  system  of  old-age-insurance  benefits  is  inflexible  and 
unrealistic.  Permanent  total  disability  insurance  would  provide  our 
present  retirement  insurance  system  with  a  much-needed  flexibility. 

IV.  WE  BELIEVE  THE  GOVERNMENT  LOAN  PROVISION  IS  INADEQUATE  TO 

MEET  THE  REALISTIC  NEEDS  OF  STATE  UNEMPLOYMENT  INSURANCE 

FUNDS 

The  committee  has  included  in  the  bill  a  provision  for  loans  to 
States  whose  unemployment  insurance  funds  are  inadequate.  A 
Government  loan  fund,  such  as  is  proposed  in  the  committee  bill,  has 
been  tried  previously.  A  similar  fund  existed  between  1944  and  1949, 
but  was  never  utilized  by  the  States. 

State  unemployment  insurance  funds  are  financed  by  a  tax  on  pay¬ 
rolls.  At  times  of  increasing  local  unemployment,  the  demand  for 
benefits  mounts.  On  the  other  hand,  total  revenue  from  the  unem¬ 
ployment  tax  remains  constant  or  actually  diminishes.  In  this  situa¬ 
tion,  States  whose  funds  are  overburdened  will  be  reluctant  to  borrow 
money  without  foreseeable  means  of  repayment. 

The  committee’s  recommendation  merely  reestablishes  the  loan 
authorization  previously  provided.  The  establishment  of  a  Federal 
unemployment  trust  fund  by  earmarking  the  Federal  unemployment 
tax  for  this  purpose  might  more  adequately  meet  the  needs  of  depleted 
State  unemployment  funds.  It  would  seem  desirable  to  have  this  fund 
available  for  grants  as  well  as  loans. 
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V.  SUMMARY 

We  concur  in  the  belief  that  the  social  security  bill,  as  recommended 
by  a  majority  of  the  Senate  Finance  Committee,  proposes  a  long- 
overdue  revitalization  of  the  social  security  program,  and  one  which  is 
of  signal  importance  to  the  well-being  of  the  American  people.  It  is 
for  this  reason  that  we  voted  to  report  the  bill  in  its  present  form. 
We  reserve  the  right,  however,  to  support  additional  liberalizin 
amendments  at  the  time  the  bill  is  brought  to  the  Senate  floor  for 
vote,  because  we  believe  certain  additional  changes  would  further 
strengthen  the  social  insurance  program  in  the  public  interest. 

Scott  W.  Lucas. 

Francis  J.  Myers. 


P  CfQ 


MINORITY  VIEWS  OF  SENATOR  HUGH  BUTLER 


I  recommend  that  the  Senate  reject  II.  R.  6000  in  the  form  recom¬ 
mended  by  the  Senate  Finance  Committee.  My  disagreement  with 
the  majority  of  the  committee,  however,  is  not  based  on  any  disagree¬ 
ment  with  the  broad  objective  of  providing  security  through  govern¬ 
mental  action  to  our  older  citizens  and  other  needy  groups.  On  the 
contrary,  I  firmly  believe  that  the  Government  must  take  a  major 
share  of  the  responsibility  for  meeting  this  need.  It  is  in  part  because 
I  favor  this  objective  that  I  am  opposed  to  the  bill  as  reported  by  the 
committee.  The  bill,  in  my  judgment,  does  not  meet  the  need. 

In  dealing  with  this  subject  this  year,  the  committee  has  not 
attempted  to  make  an  analysis  of  the  fundamental  basis  of  our  so- 
called  Social  Security  System.  Although  there  was  some  discussion 
of  making  such  a  study  and  considering  alternative  methods  of  meeting 
the  need,  the  committee,  in  effect,  decided  against  taking  such  action 
this  year.  Instead,  it  was  content  to  accept  the  present  system 
substantially  as  it  stands;  revise  the  tax  and  benefit  scale;  patch  up 
some  of  the  inadequacies;  attempt  to  fill  some  of  the  more  glaring 
loopholes;  and  report  a  bill  which  will  merely  push  us  farther  along  a 
course  which  I  believe  to  be  unwise. 

Even  with  the  revisions  proposed  by  the  committee,  enormous  gaps 
in  coverage  will  remain;  large  areas  of  need  will  not  be  taken  care  of; 
the  essential  arbitrariness  of  the  scale  of  benefits  will  persist  and  be 
strengthened;  and  the  top-heavy  administrative  superstructure  will 
be  expanded  even  beyond  its  present  size.  That  fact  is  clear  proof 
that  there  are  fundamental  defects  in  the  present  system.  The 
committee  has  done  about  as  well  as  could  be  expected  with  the 
materials  it  chose  to  work  with.  But  no  one  can  turn  out  a  good 
product  with  inferior  raw  materials.  At  a  later  point  in  this  report, 
I  shall  suggest  an  alternative  approach  which  in  my  judgment  may 
prove  more  helpful. 

In  this  bill  are  certain  provisions  dealing  with  aid  to  the  blind  and  to 
dependent  children  and  with  certain  other  welfare  programs.  I  shall 
not  attempt  to  deal  with  those  provisions  in  this  report.  They  arc 
important,  but  the  provisions  dealing  with  the  old  people  arc  of  greater 
magnitude,  and  it  seems  best  to  confine  my  comments  to  the  latter. 

In  approaching  the  general  problem  of  providing  security  for  our  old 
people,  it  seems  to  me  best  to  pose  the  following  questions: 

1 .  Where  is  the  area  of  greatest  need  and  how  great  is  that  need? 

2.  To  what  extent  can  the  economy  of  the  Nation  meet  that  need ? 

3.  Through  what  system  of  financing  can  the  need  best  me  met? 

The  defects  of  the  committee-approved  bill  appear  to  be  based  on 

the  fact  that  the  committee  never  posed  these  questions  to  itself  nor 
frankly  faced  the  necessity  of  solving  them. 

First,  as  to  the  area  of  greatest  need.  This  bill  has  clearly  failed  to 
make  any  substantial  provision  for  the  present  aged.  Let  me  illus¬ 
trate  this  fact  by  a  statistical  summary  of  the  treatment  that  is 
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accorded  those  now  over  65.  These  figures  are  worked  out  in  the 
rough  and  are  not  precise  to  the  last  degree.  They  are  substantially 
correct,  however,  and  I  believe  they  are  adequate  in  giving  a  picture 
of  the  present  situation. 

As  members  of  the  Senate  are  aware,  when  the  Social  Security 
System  was  inaugurated  it  was  set  up  on  the  basis  of  requiring  through 
payroll  taxes  a  contribution  from  both  employers  and  employees  which 
was  supposed  to  go  into  a  fund  to  provide  benefits  at  the  age  of  65. 
In  addition  to  those  covered  by  the  system  and  required  to  contribute, 
it  was  recognized  at  that  time  that  the  system  made  no  provision  for 
those  who  had  reached  the  age  of  65  and  quit  work.  In  other  words, 
there  was  a  fraction  of  the  population  which  was  already  too  old  to 
come  under  a  contributory  system.  This  was  expected  to  be  a 
temporary  group  which  could  be  taken  care  of  temporarily  through  a 
parallel  program  called  old-age  assistance— really  relief.  However,  it 
was  expected  that  as  this  group  died  and  others  took  their  places  in 
the  ranks  of  the  aged,  those  others  would  have  old-age  insurance 
coverage,  and  that  the  group  on  assistance  would  rapidly  dwindle  in 
number. 

Strange  to  relate,  this  shrinkage  in  old-age  assistance  never  occurred. 
The  Social  Security  System  is  no  longer  new.  It  has  been  in  effect  15 
years.  Many  of  those  who  in  1935  were  over  65  years  of  age  are  no 
longer  living.  Yet  the  expenditures  for  old-age  assistance  or  relief 
and  the  number  receiving  such  relief  have  increased  and  increased 
year  by  year  and  continue  to  grow.  In  1936  the  Federal  Government 
spent  only  $17,000,000  for  old-age  assistance.  By  1949  the  Federal 
portion  of  the  cost  had  climbed  to  $726,700,000.  Including  what  the 
States  spent,  a  total  of  1%  billion  dollars  was  spent  in  1949  for  old-age 
assistance  alone. 

It  is  evident  from  the  figures  that  the  old-age  and  survivors  insurance 
program  has  to  date  not  met  its  goal  of  providing  security  for  every 
elderly  person.  Instead,  15  years  after  the  system  was  established, 
most  elderly  persons  are  forced  to  accept  assistance  generally  on  the 
basis  of  a  needs  test,  or  do  without  any  help  at  all. 

Actually,  there  were  on  the  first  of  last  January  2,000,000  aged 
persons  receiving  old-age  and  survivors  insurance  benefits  under  the 
assistance  program.  By  way  of  contrast,  there  were  2,700,000  re¬ 
ceiving  old-age  assistance.  In  other  words,  old-age  assistance  which 
was  supposed  to  dwindle  away  is  actually  far  ahead  of  old-age  and 
survivors  insurance  when  the  number  of  recipients  is  considered.  The 
same  is  true  when  we  compare  the  actual  sums  paid  out  to  assistance 
clients  with  those  paid  out  to  beneficiaries  of  OASI. 

Nor  is  this  all.  As  stated  above,  there  are  2,000,000  old  persons 
receiving  OASI  and  2.7  million  receiving  assistance — a  total  of  4.7 
million.  There  are  approximately  11.5  million  persons  in  this  country 
65  years  of  age  and  over.  In  other  words,  6,800,000  old  people — more 
than  half — receive  nothing  from  either  system.  Some  of  these  people 
are  still  working;  a  few  of  them  receive  retirement  benefits  from  some 
other  source;  a  few  are  wives  of  those  working  or  receiving  OASI 
benefits;  a  few  are  being  cared  for  in  institutions.  After  allowing  for 
all  such  groups,  it  appears  that  there  are  still  over  3%  million  old  people 
for  whom  no  provision  of  any  kind  is  made.  That  is  the  largest 
group  of  all. 
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In  fact,  when  we  add  together  those  depending  on  old-age  assistance 
with  this  group  of  nonrecipients  who  are  not  working  and  not  being- 
cared  for  in  any  manner  by  the  Government,  we  reach  the  astonishing- 
figure  of  6,250,000  who  may  be  in  need  and  who  are  receiving  no  insur¬ 
ance  benefits.  That  is  three  times  as  large  as  the  number  covered  by 
OASI.  Under  the  Social  Security  System  we  have  today,  there  are 
three  times  as  many  outside  the  System  as  there  are  in  it. 

The  Federal  Security  Agency  will  tell  you  that  the  way  to  correct 
this  situation  is  to  extend  coverage  of  old  age  and  survivors  insurance. 
That  has  been  done  before.  The  committee  has  attempted  to  go  still 
further  in  this  direction.  Under  the  committee  bill,  OASI  coverage  is 
extended  on  a  compulsory  basis  to  about  8,000,000  persons  and  on  a 
voluntary  basis  to  about  million  persons. 

It  is  important  to  realize,  however,  that  even  this  program  for  a 
large  expansion  of  coverage  will  not  even  begin  to  meet  the  situation 
I  have  just  discussed.  The  committee  bill  is  still  just  a  patchwork 
attempt.  It  will  still  leave  many  millions  of  persons  uncovered. 
More  important  for  our  immediate  purposes,  it  will  do  very  little  for 
the  present  aged.  A  great  majority  of  them  are  left  exactly  where 
they  were.  To  my  mind,  that  is  clear  proof  that  there  is  something 
fundamentally  wrong  with  the  kind  of  insurance  system  that  has 
been  set  up. 

Proceeding  with  the  second  principal  problem  which  was  outlined 
in  my  introduction,  no  real  attempt  was  made  to  evaluate  the  resources 
available  for  the  support  of  the  needy  aged  and  to  make  the  best 
possible  use  of  those  resources  in  meeting  the  need.  One  fact  is  of 
prime  importance  and  should  be  kept  clearly  in  mind.  It  is  the 
working  force  of  this  country  who  must  provide  the  help  for  the  old 
people.  There  is  a  limit  to  the  amount  of  the  pay  envelope  that  can 
go  to  the  old.  Any  system  which  promises  more  than  that  is  bound 
to  fail. 

It  is  important  to  make  a  determination  as  to  just  how  large  that 
margin  is  and  what  sum  is  available  to  provide  assistance.  Such  a 
determination  has  not  yet  been  made  by  any  committee  of  Congress. 
Until  that  is  done,  it  will  be  difficult  to  set  up  any  sound  system  of 
social  insurance. 

It  is  equally  important  to  conserve  the  use  of  the  fund  so  as  to 
make  sure  that  it  is  made  to  go  as  far  as  possible  in  meeting  the  real 
need.  One  of  the  great  difficulties  with  the  present  system  is  that  in 
practical  effect  it  is  arbitrary  and  capricious  in  its  operation.  As 
pointed  out  above,  vast  areas  of  need  are  untouched  entirely,  15  years 
after  the  inauguration  of  the  system.  On  the  other  side,  there  are 
innumerable  opportunities  for  windfall  benefits,  for  large  payments 
where  no  real  need  exists,  for  manipulation  of  the  system  by  an 
individual  so  that  he  may  receive  large  benefits  in  return  for  a  token 
tax  payment. 

Take  two  contrasting  situations  and  place  them  side  by  side.  The 
first  is  from  a  letter  in  my  own  files.  It  relates  to  a  man  who  ends  up 
with  15  quarters  of  coverage  when  he  had  to  have  22  quarters  to 
qualify.  We  look  into  this  case.  We  find  that  he  would  have  quali¬ 
fied  under  the  original  act,  but  that  subsequent  amendments  have 
the  effect  of  freezing  him  out.  He  is  in  dire  need.  He  has  paid 
taxes  and  believes  he  deserves  consideration. 
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On  the  other  side,  take  the  case  cited  by  Representative  Carl  Curtis 
of  Nebraska.  This  is  the  case  of  a  man  who  reached  65  years  of  age 
on  January  1  of  this  year  and  has  been  under  Social  Security  since 
it  started  at  an  average  monthly  wage  of  $100.  His  wife  is  the  same 
age.  This  man  has  paid  only  $144  in  taxes  altogether,  and  his  em¬ 
ployer  has  paid  a  like  amount.  Actuarially,  this  would  have  pur¬ 
chased  for  him  a  monthly  benefit  of  only  $1.45. 

Under  the  present  law,  he  receives  $28  monthly  as  long  as  he  lives, 
and  his  wife  receives  $14.  Should  his  wife  live  longer  than  he  does, 
she  will  draw  $21  a  month  as  long  as  she  lives.  The  actuarial  value 
of  his  benefit  is  $3,460,  and  the  wife’s  and  widow’s  benefit  is  $2,240, 
or  a  total  actuarial  value  of  $5,700.  This  is  provided  at  a  cost  to  the 
man  and  his  employer  of  $288.  The  measure  before  us  will  raise 
this  man’s  monthly  benefit  sharply.  When  the  resources  of  the  Social 
Security  fund  are  paid  out  extravagantly,  those  resources  are  depleted 
by  just  that  much  and  thereby  prevented  from  being  used  to  meet 
some  real  need. 

Place  these  two  cases  side  by  side — the  man  who  has  paid  in  and 
receives  nothing  back,  and  the  man  who  has  paid  little  and  receives 
much.  Who  can  say  that  justice  is  being  done  under  a  system  which 
permits  such  arbitrary  discrepancies.  Furthermore,  the  present  sys¬ 
tem  is  open  to  manipulation.  Honest  people  won’t  do  it.  Dishonest 
people  will. 

It  lias  become  fairly  common  practice  for  some  persons  to  seek 
coverage  whose  chief  source  of  income  is  from  an  uncovered  source. 
Perhaps  such  a  person  will  find  a  small  part-time  job  at  a  nominal 
income  for  a  temporary  period.  He  may  keep  that  job  for  just  long 
enough  to  secure  coverage  and  to  build  up  a  wage  credit  in  the  elabo¬ 
rate  system  of  wage  records  maintained  by  the  Social  Security  System 
in  Baltimore.  By  such  a  means  he  may  be  able  to  cash  in  on  the 
windfall  provisions  of  this  system  in  a  manner  similar  to  that  of  the 
second  example  given  above  and  get  back  in  benefits  perhaps  20  times 
what  he  and  his  employer  paid  in.  Such  a  practice  does  not  constitute 
fraud  in  any  criminal  sense,  and  a  strong  temptation  to  use  the  System 
for  financial  gain  is  certainly  there.  Much  of  the  money  which  has 
been  paid  in  faithfully  and  sincerely  by  people  who  believed  they 
were  making  provision  for  their  own  security  has  gone  for  such 
purposes. 

I  submit  that  the  present  System  encourages  and  leads  to  such 
practices.  So  long  as  we  maintain  this  elaborate  system  of  wage 
credits,  graduated  benefits,  and  covered  and  uncovered  employment, 
such  cases  will  continue  to  occur.  I  do  not  believe  they  can  be 
eradicated  without  changing  the  System  entirely. 

Coming  now  to  what  I  have  called  the  third  major  problem,  what 
system  of  financing  can  best  meet  the  need?  It  is  in  this  respect  that 
the  present  System  falls  down  most  completely.  The  outstanding 
characteristic  of  OASI  is  that  it  does  not  meet  the  need  that  we  know 
of — the  present  aged — but  that  it  promises  to  meet  a  need  of  the 
future.  In  other  words,  it  is  short  on  present  performance  and  long 
on  future  promises.  Whether  it  will  or  can  actually  keep  those 
promises  is  another  question. 

The  present  system  and  the  proposals  of  the  Senate  committee  set 
up  a  scale  of  benefits  for  the  future  and  a  level  of  tax  deductions  pre- 
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sumcd  to  be  sufficient  to  meet  the  cost  of  those  benefits.  This  system 
is  commonly  called  a  contributory  system  because  the  beneficiaries 
and  their  employers  are  presumed  to  have  contributed  sufficient  taxes 
to  pay  the  benefits.  In  actual  fact,  however,  we  do  not  know  whether 
the  tax  contributions  will  be  sufficient  to  pay  the  benefits.  The  bene¬ 
fits  to  be  paid  and  the  taxes  to  be  levied  are  set  forth  in  precise  terms. 
But,  of  course,  neither  the  total  cost  nor  the  actual  revenue  can  be 
exactly  calculated.  In  fact,  numerous  actuaries  have  sharply  ques¬ 
tioned  the  financial  stability  of  the  system  and  have  called  attention 
to  the  grave  uncertainty  that  affects  many  of  the  factors  in  the  actu¬ 
arial  calculation. 

This  is  a  supremely  important  fact.  If  the  tax  contributions  will 
not  be  sufficient  to  pay  the  benefits  that  are  promised,  how  can  we 
properly  call  this  a  contributory  old-age  insurance  program?  A  large 
source  of  the  benefits  in  the  distant  future  may  have  to  be  made  up 
from  general  revenues  of  the  Treasury,  or  from  a  higher  rate  of  payroll 
tax  than  that  contemplated  in  this  bill. 

In  either  case  we  are  laying  a  heavier  tax  burden  on  the  productive 
forces  of  America  than  we  now  contemplate.  How  much  heavier 
such  a  burden  may  prove  to  be  we  have  no  way  of  knowing  today. 
The  actuary  for  the  committee  has  made  three  or  four  different  com¬ 
putations  comparing  revenues  and  disbursements  of  the  trust  fund 
based  on  various  assumptions.  Under  the  so-called  intermediate-cost 
estimate,  the  tax  rates  provided  in  the  bill,  running  up  to  6)2  percent, 
will  not  be  sufficient  to  meet  the  cost  of  the  benefits.  Under  the  most 
unfavorable  assumptions,  the  trust  fund  would  never  rise  above  the 
level  it  would  reach  next  year.  It  would  decline  rapidly  thereafter 
under  these  assumptions.  Presumably  within  a  few  years  it  would  be 
dissipated  entirely,  leaving  us  with  a  heavy  obligation  of  benefits  to 
pay  but  no  funds  other  than  current  payroll  taxes  with  which  to  pay 
them. 

For  the  time  being,  of  course,  the  fund  is  all  right.  The  present 
aged  are  drawing  little  or  nothing.  The  present  working  population 
is  paying  in  tax  contributions  and  will  continue  to  do  so  for  years 
ahead  on  the  basis  of  the  promise  that  they  will  receive  large  benefits 
when  they  are  old.  The  trustees  of  the  old  age  and  survivors  insurance 
trust  fund  have  announced  that  for  the  next  five  years  receipts  of  the 
fund  will  be  more  than  sufficient  to  cover  the  disbursements.  Of 
course  they  will — for  a  few  years.  But  what  will  the  picture  be  20, 
30,  or  40  years  from  now  when  a  far  greater  proportion  of  the  aged 
will  be  entitled  to  draw  benefits  and  on  a  more  generous  scale?  They 
will  demand  that  the  promises  made  in  this  bill  be  kept. 

How  will  these  promises  be  kept?  Or  will  they  ever  be  kept?  I 
do  not  know,  but  I  can  tell  you  how  they  have  been  kept  up  to  date. 
When  the  social  security  program  was  started  in  1935,  those  contribut¬ 
ing  were  promised  that  they  would  receive  a  certain  number  of  dollars 
when  they  reached  a  certain  age.  Those  promises  have  been  kept. 
Beneficiaries  have  received  the  number  of  dollars  they  were  promised. 
The  catch  is  that  those  dollars  will  not  buy  what  they  were  expected 
to  at  the  time  the  program  was  instituted.  The  claims  of  present 
beneficiaries  of  OASI  are  being  paid  off  in  depreciated  dollars. 

What  will  happen  to  the  dollar  between  now  and,  say,  1990,  we  do 
not  know.  If  we  are  to  judge  by  the  experience  of  the  last  40  years, 
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the  dollar  in  1990  will  not  buy  very  much.  No  doubt  the  scale  of 
benefits  payments  set  forth  in  this  bill  will  be  met  somehow  or  other 
on  that  distant  date.  But  the  payments  may  be  made  in  dollars 
which  have  lost  most  of  their  buying  power.  There  may  be  no  other 
way  to  meet  those  obligations. 

In  my  judgment  the  problem  cannot  be  solved  at  all  through  the 
present  elaborate  and  confusing  system  of  mammoth  wage  records, 
large  but  distant  promises,  and  a  trust  fund  which  is  big  enough  to 
form  a  constant  temptation  to  political  demagogs,  but  perhaps  not 
big  enough  to  meet  its  obligations.  I  am  in  hopes  that  a  better  system 
can  be  established.  I  believe  this  possibility  should  be  thoroughly 
investigated  before  we  go  ahead  and  compound  the  evil  that  is  already 
with  us. 

If  I  have  been  against  a  good  many  things  involved  in  this  legisla¬ 
tion,  my  position  is  not  merely  negative.  I  am  for  a  constructive 
program. 

The  steps  which  should  be  taken  are  these:  (1)  Defeat  the  pending 
bill.  No  good  can  come  from  patching  up  a  system  which  does  not 
work  or  from  over-promising  and  leaving  to  future  generations  the 
problem  of  making  good  on  those  promises.  (2)  Establish  a  com¬ 
pletely  independent  research  body  with  full  power  to  investigate  the 
present  system  and  to  examine  what  other  systems  have  to  offer. 
The  greatest  care  must  be  taken  that  this  research  bodjr  be  drawn 
primarily  from  the  ranks  of  private  actuaries  without  preconceived 
notions  in  favor  of  the  present  system.  (3)  Let  the  most  careful  ex¬ 
amination  be  made  of  the  possibilities  of  a  universal  flat-rate  pension 
system  which  may  be  financed  on  a  strictly  pay-as-you-go  basis. 
Under  such  a  system  the  Federal  Government  should  get  out  of  the 
old-age  assistance  business,  once  and  for  all.  I  do  not  advocate  such 
a  flat-rate  system  today  because  I  do  not  have  sufficiently  trust¬ 
worthy  statistical  material  on  which  to  base  a  judgment,  but.  I  do 
believe  a  careful  investigation  of  it  should  be  made. 

As  I  understand,  the  term  “pay-as-you-go”  means  a  system  under 
which  the  cost  for  any  year  is  raised  within  that  year  and  under  which 
at  the  end  of  the  year  nothing  is  owned  and  nothing  is  promised. 

I  specify  neither  the  age  nor  the  level  of  benefits  that  such  a  system 
might  pay.  Only  an  honest  investigation  can  get  us  the  answer,  but 
I  expect  that  we  would  find  administrative  cost  shrinking  to  an 
astonishing  degree.  And  I  believe  that  if  Americans  are  openly  and 
honestly  taxed  to  support  such  a  system,  they  will  have  a  much  clearer 
idea  of  what  constitute  reasonable  benefits  and  reasonable  tax  rates 
than  they  have  today.  Today  we  have  a  system  in  which  we  all 
but  promise  the  recipient  a  dollar  in  exchange  for  a  nickel.  It  is 
politically  saleable  as  long  as  the  promises  are  kept  in  the  distant 
future.  As  soon  as  the  day  arrives  when  those  promises  must  be 
kept,  I  am  afraid  this  system  may  collapse  of  its  own  weight.  And  I 
am  especially  afraid  that  that  collapse  may  carry  the  buying  power 
of  the  dollar  down  with  it. 

If  this  bill  is  passed  this  year,  there  is  a  grave  danger  that  neither 
the  House  nor  the  Senate  committee  will  be  anxious  to  start  in  all 
over  again  next  year  with  the  prolonged  hearings  and  study  which 
would  be  necessary  to  make  the  kind  of  fundamental  change  in  the 
system  that  I  have  suggested.  It  would  probably  be  some  years  before 
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either  committee  could  be  persuaded  to  undertake  the  tremendous  task 
of  studying  the  whole  problem  again.  By  that  time  it  might  well  be 
that  this  system  with  its  promises,  its  mountain  of  wage  records,  and 
its  tremendous  fund  would  be  so  firmly  fastened  upon  us  that  we  could 
never  get  rid  of  it.  That  is  the  great  danger  of  passing  this  legislation. 
I  earnestly  urge  that  the  Senate  refuse  to  bind  this  country  forevermore 
to  a  system  which  is  substantially  unworkable. 

Hugh  Butler. 
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Read  twice  and  referred  to  the  Committee  on  Finance 
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Reported  by  Mr.  George,  with  an  amendment 
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AN  ACT 

To  extend  and  improve  the  Federal  Old-Age  and  Survivors 
Insurance  System,  to  amend  the  public  assistance  and  child 
welfare  provisions  of  the  Social  Security  Act,  and  for  other 
purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 
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Inouranee  Benefits; 

Base  Amount; 

Average  Monthly  Wage; 

Year  ef  • 

Treatment  ef  -W ages  and 
in  Year  ©f 
©f 

w  ©I  ■ 

OTHER 

Retirement  Age; 

Wife; 

Widow.- 

Former  Wife  ©iverced; 

Child; 

Effective  ©ate  ©f  Amendments  Made  fey 

(ft); 

IN  GAgE  GR  WORLD  WAR  II 
VETERANS; 

Wage  Credits  far  World  War  H  Scrvier© 
Insured  Status  ef  Veteran  Dying  Within  3 
Years  After  Discharge; 

Time  fer  Parent  ef  Veteran  te  Rile  Preef  ©f 
Support; 

Additional  Appropriation  t©  the  Trust  Fund, 
Definitions  ef  World  War  ©  and  -World  War 
©  Veterans; 
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and  Reports  by  States. 

Effective  Date  ef  Agreement.- 
Termination  ef  Agreement. 

©epooito  in  Trust  E und-;  Adjustments. 


Failure  Te  Make  Payments. 
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DISABILITY  INSURANCE  BENEFITS: 
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Date. 
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ings  from  Self-Employment. 

Penalty  fer  F  ailuro  te  -Repert  Certain 

te  Administrator  ef  Net  Earnings 

E FEE C-T 1 V E^D  A  TE  FnTcASE  OE  PUERTO 
RICO. 

RECORDS  OE  WAGES  AND  SERE-EM¬ 
PLOYMENT: 
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5 


■TA-BItE  QE  CONTENTS  Continued 


Section  ef  this 
Aef 

VAflf  1  At?  /"■  T 

Obb  L1ADH  yj I 

Security  Act 

•HO  (e) . 

334-206 

HO  (d). 

HT _ ___ 

Title  44 _ 

op  i 

334  (a) _ 

4433 _ 

SOL  (b)  - _ 

4443 _ _ 

Of)9 

333  (a)..  _ 

4443 _ 

303  (b) 

4443 _  _ 

333  (e)  _  _ 

4443  (a)  _ 

4443  (b)  . 

4443  (e)  _  _ 

4443  (d)_ 

of)  3 

333  (a)  _  .  _ 

4443 _ 

333  (b) 

4433  (e) 

333  (e) 

4444 _ 

333  (d) 

334  (a) 

4433  (a) 

334  (b) 

4434  (d)  (3) _ 

334  (e) 

4434  (d) _ _ 

334  (d) 

9f)fi 

333  (a) 

4433  (b)-_  -  - 

333  (b) 

4433  (e)_  -  - 

333  (e) 

4433  (g)_ 

333  (d) 

4433  (b) 

333  (e) 

4433  (i) _ 

333  (f) 

4433  (c). 

333  (a) 

333  (a) 

4433  (d)_  - 

333  (b) 

°07 

33?  (a) 

4343  _ 

4344 

4344  (a) 

4344  (b) 

4344  (e)  .  -  - 

4344  (d) 

4344  (e) 

4343  _ 

1643 

4344 

4343 

)  f\/\  fi 

434? _ 

1 — I  nn  rl  <v 

X  1  U  M  ll  1 1  li-, 


Subotitution  ©I  Federal  Security  Adminis¬ 
trator  far  Social  Security  Board. 

Change  in  Reference  to  Federal  Inouranco 
Aet? 

OF  EX4  STING  BENEFITS? 
AMENDMENTS  TO  INTERNAE  REVENUE 
CODE? 

RATE  OF  TAX  ON 

TIONS. 

Technical  Amendment 

EXEMPTION  OF  CERTAIN  NONPROFIT 
ORGANIZATIONS? 


>  of  Exemption? 
Termination  ef  Waiver 
oioncr. 

No  Renewal  ef  Waiver- 
Effective  Date-. 


Period  by  Commis- 


Ingtrumcntalities  ef  the  United  States. 
Special  Rulca  in  Gaee  ef  Federal  Servicer 
Adjustment  ef  Tax? 

Effective  Date-. 

DEFINITION  OF  WAGESr 

Refunds  With  Respect  t©  W ages  Received 
■During  494?r  4348;  and  4943? 

Special  Rules  for  Refunds  in  Case  ef  Federal 
and  State  Fmploycesr 
Effective  Date  ef  Subsection  (a)r 
DEFINITION  OF  EMPLOYMENT: 


Stater  etc: 

American  Aircraft? 

Agricultural 

American 

Technical  Amendment? 

Effective  Date. 

DEFINITION  OF  EMPLOYEE? 

Effective  Date? 

;elf  employment  income? 

FATE  OF  TAX? 

DEFINITIONS? 

Net  Earnings  From  Self  Employment? 

Self  Employment  Income? 

Trade  er  Business? 

Employee  and  Wages? 

Taxable  Year? 

''ION DEDUCTIBILITY  OF  TAX? 
COLLECTION  AND  PAYMENT  OF  TAX? 
DYERPAYMENTS  AND  UNDERPAY 
MENTS? 

TUBES  AND  REGULATIONS? 

DTHER  EAWS  APPLICABLE? 
riTLE  OF  SUBCHAPTER? 


f> 


TABLrE  OE  CONTENTS  Continued 


Scetiea  of  Oris 
Aet 

n  >  .~i  ah  rL.i-1  V/jxUA-1 

MM  lCilCl'  vt 

Security  Aet 

OQ7  (\)') 

1 

QQ7  44 

oeni  f  pA 

Of)Q 

Of)C> 

460?  UR 

Of)Q  fty 

4207  -(e)- 

9fyq  44 

4224  (a)-  . 

one  AAX 

4402  UR 

Section  ©I 

Title  DT _ 

Security  Aet 

Titles  iy  IVj 

Xr  and  NTT 

Title  I 

Part  4__ 

Of)  ] 

2  (a)  _ 

3f)o 

2  (a) 

303 

2 

Part  2 

Title  4¥ 

224  _ 

402  (a) 

900 

402  (a) 

OO9 

402  (b):  (e) 

Part  2 _ 

224  (a) 

Part  4 _ 

Title  X  . 

2D _ 

4002  (a). 

O  \  O 

4002  (b)__ 

242 _  . 

4002  (a) 

2D _ 

4002 

Part  2_  _ _ _ 

Title  XIV 

pn  -pf 

TRlee  R  DU  4U 
a&d  X: 

Title  4U _ 

404 _ 

704 _ 

4QQ 

704 _ _ 

A  QQ 

422  (a) _ 

4404  (a) 

T- 1  An  /  li  nrr 

X  X  vJ  M  LI  i  XI  ^ 


EFFECTIVE  DATE  IN  THE  CASE  OE 
PUERTO  RICD 

COLLECTION  OF  TAXES  IN  VIRGIN 
ISLANDS  AN©  PUERTO  RICO.- 


MISCELLANEOUS  AMENDMENTS.- 

Definition  ef  -‘-Wages”-  for  Federal  Unem- 
Tax  Aet. 

ef  “■  Employ mcnD  lor  Federal 
Tax  Aet-.- 

.  p  ^  ^  T  i~i  rr  rs  t-i  ^  ’  f  rvw  T  tl  PH  T~ll  f'  ’  I  ^  f>  V 

“f  V  V  ri  w  C  o  lul  X 11  UUIllv  X  tlA 


Tcehnieal  Amendment.- 


S  TO  PUR  LIO 

AN©  CHILD  WELFARE  PROVISIONS  OE 
THE  SOCIAL  SECURITY  ACT 
ASSISTANCE: 

OE  OLB-AOE  ASSL ST¬ 
ANCE  PL-A-NSt 

COMPUTATION  OE  FEDERAL  PORTION 
OE  OLD  -AGE  ASSISTANCE: 

DEFINITION  OE  OLD  AGE 
AT©  TO  DEPENDENT 
REQUIREMENTS  OE  STATE  PLANS  EOR 
AI©  TO  DEPENDENT  CHILDREN. 
COMPUTATION  OE  FEDERAL  PORTION 
OE  AID  TO  DEPENDENT  CHILDREN-: 
DEFINITION  OE  AI©  TO  DEPENDENT 
CHILDREN. 

CHILD  WELFARE 

AT©  TO  THE 
REQUIREMENTS  OE  STATE  PLANS  EOR 
AT©  TO  THE  BLIND 
RESIDENCE  REQUIREMENT 
COMPUTATION  OE  FEDERAL  PORTION 
OE  AT©  TO  THE  BLIND: 

DEFINITION  OE  AID  TO  THE  -BLIND 
APPROVAL  OE  CERTAIN  STATE  ELANS: 
AID  TO  THE  PERMANENTLY  AN© 

SUBSTITUTION  OE  -LADM  IN  I S  T  RATO  R  ’  ’ 
EOR  —SOCIAL  SECURITY  BOARD”  AND 
BUREAUS 

pp  pyTOTr'-NTC' 

X  IVv/  V  l  PlOi1!  >u. 

OFFICE  OE  COMMISSIONER  EOR  SOCIAL 
SECURITY.- 

TO  TITLE  XI  OE  THE 
SOCIAL  SECURITY  ACT 
>cfinitlons  of  State  and  Administrator  and 
Repeal  of  Dfimtioa  ef  Employee: 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 


7 


TAJ4LE  OF  CONTEXTS  Continued 


i  An  y-\  f 

k/Uv  UIU11  U1 

ft  pt  p  i  1 
“tTCTTti 

Security  Act 


.H  rl  I  n  rr 


Substitution  ef  Federal  Security  Administrator 
fur  Social  Security  Board? 

Substitution  ©f  Federal  Security  Administrator 

£aij  ft  A  P 1  fl  1  ftp  p  1 11* i  'f.Tr  M  ^  »»<-! 

“r  OimrtI  ilb L  U1  I  Vy  JJUal  UT 

Change  in  -Reference  tu  Federal  insurance  f3eu- 
Aef.- 

ef  Federal  Security  Administrator 

fi-vw  s!/-vmnl  Vn/iimif  TT  H  r»n  w/-l 
I  v/I  nUUIctl  mL  L  111  1  UUarU  . 

/~\r  UfnrrA  l /  AAAtidn  . 

vtT  >  Y  TX  gTr  TlL  L  Ul  UU . 


TITLE  I  AIIEXIOIEYTg  TO  TITLE  H  OE  THE 


SOPIAL  SECURITY  ALT 


OE©-AOE  stX©  SIMiTOfiS  INSURANCE  BENEFITS 


SeOt  ILL  -(a)-  Section  TOT  of  tfie 

1a  1*0  O  tI  O  ft 

ttj  xtrttrt  ttt? 
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Old  Age  Insnennee 


-Sect  TOTt  -(a)-  Every 
-(T)-  is  ft  My 
section  TIT  ( ft 

“  (2)  Itfts  attained 
section  T40  (a) )  7  and 


individual  -(as 


age  -(as  defined  in 


-(Of  fias  filed  application  foe 
ts  oe  was  entitled  to  disability  insneanee  bene¬ 
fits  foe  tbe  ntontb  preceding  tbe  montfi  in  which  be 
attained  eetieeenent  agej 


Tall  be  entitled  to  an  old  ngc  ins 


e  benefit-  foe  each 
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month,  beginning  with  the  first  month  alter  1919  m  whieh 
such  individual  becomes  so  entitled  to  such  insurance  benefits 
and  ending  -with  the  month  preceding  the  month  in  which 
he  diesr  Such  individual’s  old-  age  insurance  benefit  lor  any 
month  shah  he  equal  to  his  primary  insurance  amount  -(as 
defined  m  section  24-9  (a) )-  lor  such  month.- 
“W-ife’s  Insurance  Benefits 

—  (h)-  -(4-)-  4be  wile  -(as  defined  in  section  24fi  -(b)-)-  ol 
an  individual  entitled  to  old-age  insurance  benefits,  il  sueh 
wile — 


“  (A)  has  filed  application  lor  -wife-’s  insurance 


“  (B)  has  attained  retirement  age  or  has  m  her  eare 
(individually  or  jointly  with  her  husband)  at  the  time 
ol  filing  such  application  a  ehhd  entitled  to  a  ehild-s 
insurance  benefit  on  the  basis  ol  the  wages  or  seb- 
cmploymcnt  income  ol  her  husband, 

-(G)-  was  living  with  such  individual  at  the  time 
such  application  was  filed,  and 

is  not  entitled  to  old-age  insurance  bene- 


fit%  or  is  entitled  to  old  age 


e  benefits  each 


ol  which  is  less  than  one-half  ol  an  old-age  insurance 
benefit  ol  her  husband, 
shall  be  entitled  to  a  wife-s 


month, 


with  the  first 


benefit  for  each 
after  1949  in  whieh 
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u 


she  becomes  se  entitled  to  seek  insurance  benefits  and  end¬ 
ing  -with  the  month  preceding  the  best  month  in  which 
any  of  the  following  ocenrs :  she  diesy  her  liasband  diesy  they 
are  divorced  a  -vinculo  matrimonii^  ne  child  of  her  hnshand 
is  entitled  te  a  ekihhs  insnranee  bcnc-fit  and  she  has  net 
attained  retirement  agey  or  she  becomes  entitled  te  an  old  ■ 
age  Insnranee  benefit  equal  te  er  exceeding  one  half  ef  an 
isaranee  benefit  ef  her  kusbamb 
-(4)-  Such  wife’s  insnranee  benefit  for  each  month  shall 
he  equal  te  ene-half  ef  the  old-age  insnranee  benefit  ef  her 
hnshand  for  saeb  month.- 

— (e-)-  -(4)-  -Ere it  child  -(as  defined  in  section  44-fi  -(e)-)- 
ef  an  individual  entitled  te  eld-age  insnranee  benefitsy  er 
ef  an  individual  who  died  a  fnhy  er  currently  Insured  indi¬ 
vidual  -(as  defined  in  section  214)-  after  1939,  if  sneh  child — 
-  (A)  has  filed  application  for  ehibfis  insnranee 


-(E)-  at  the  time  sneh  application  was  filed,  was  un- 
and  had  net  attained  the  age  ef  cightceny  and 
-■■■  (G)  was  dependent  upon  sneh  individual  at  the 
time  such  application  wets  filedy  ecy  if  such  individual 
has  diedy  was  dependent  npen  sneh  individual  at  the 
time  ef  sneh  individuals  dcathy 
shall  he  entitled  te  a  child’s  insurance  benefit  for  each 
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with  ike  first  month  after  1949  in  which  sneli 
so  entitled  to  sue b  inanranee  benefits  end 
ending  with  tbe  month  preceding  the  first  month  in  which 
any  of  the  following  oeenrs  seek  ehild  diesy  marr-iesy  is 
adopted  {except  for  adoption  by  a  stepparent,  grandparent^ 
aunt,  or  uncle  subsequent  to  the  death  of  aneh  hdly  or 
currently  inanred  individual-^  or  attaina  the  age  of  eighteem 
“  (fi)  Such  child’s  inanranee  benefit  for  each  month 
shall,  if  the  individual  on  the  basis  of  whose  wages  or  self- 
income  the  ehild  is  entitled  to  aneh  benefit  has 


not  died  prior  to  the  end  of  aneh  month,  he  equal  to 
of  the  old-age  inanranee  benefit  of  aneh  individual  for  such 
month.  8ueh  ebild-s  inanranee  benefit  for  each  month  ah  al  b 
if  aneh  individual  has  died  in  or  prior  to  aneh  mouthy  he 
equal  to  three  fourths  of  the  primary  inanranee  amount  of 
aneh  individual,  except  tkaty  if  there  is  more  than  one  ehild 
entitled  to  benefits  on  the  basis  of  aneh  i 
or  self  employment  income^  each  aneh  ekild’s 
benefit  for  aneh  month  shall  he  equal  to  the  sum  of  (A) 
one-half  of  the  primary  inanranee  amount  of  aneh  individual, 
and  -(44)-  one-fourth  of  aneh  primary  inanranee  amount 

/I  1  vwl  /  wl  V  tli  /  a  linn  1 1  w  \i»  /  v  f  l*ii  /  di 
v  11  Y  lllv  11  M  V  i  111  ill  1 1 1 1  Ml  1  *  *T  o  1 11  "11 


a  wages 


“{&)-  A  ehild  shall  he  deemed  dependent  upon  his 
r  or  adopting  father  at  the  time  speeified  in  paragraph 
-fbf  -(-O)-  unless,  at  aneh  tune,-  aneh  individual  was  not 
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living  will*  er  contributing  to  the  sup pert  el  sneh  child 
and — 

“-{A)  fetch  child:  is  neither  the  legitimate  ner 
adopted  child  el  saeh  indivhhttdy  er 

sneh  child  had  boon  elected  by  seme  ether 

1  T~\  (\  T  TT1  r\  1 1  p]  Al» 

llllLl  \  lit  Hill  y  \7r 

■“■(G)-  sneh  ehdd  was  living  with  and  was 
more  than  ene-hah  el  his  support  Irena  his 
“-(4)-  ^  *'kdd  shall  he  deemed  dependent  epen  his  step- 
lather  at  the  thee  specified  in  paragraph  -fhf  -(Of  dj  at 
sneh  time,-  the  ehdd  was  living  with  er  was  receiving  at 
least  enedtalf  el  his  support  Irena  staeh  stepfather. 

“-f5f  A  ehdd  shad  he  deemed  dependent  npen  his  natu- 
ral  er  adopting  mother  at  the  time  el  her  death  dj  at  sneh 
timoj  she  was  heth  a  lullv  and  a  eurrentlv  insured  i 
A  ehdd  shad  alse  fee  domed  dependent  npen  his 
adopting  mother,  er  npen  his  stepmother-?  at  the  time 
tied  in  paragraph  -(4f  ^  at  sneh  tump  -f±b) 

she  w  as  hvmg  with  er  contributing  te  the  f 
sneh  child,  and  -(41)-  edher  -fr}-  sneh  ehdd  was 
living  with  mar  receiving  eontrdautions  Irem  his  lather  er 
adopting  father^  er  -(d)-  sneh  ehdd  was  receiving  at  least 
onc-had  el  his  support  Irem  hen 

“Widowm  4ns u ranee  Benefits 
it-(d)-  -(4)-  dhe  widow  -(as  defined  da  section  did  -(e)-)- 


er 


el 
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el  aft  individual  who  died  a  fully  insured  individual  alter 
1-999;  il  sueb  widow — 

-  (A)  has  net  remarried; 

-  (B)  has  attained  retirement  age; 

-  (C)  feas  bled  application  lor  widow’s  insuranee 
benefits  or  was  entitled;  alter  attainment  el  retirement 
age;  te  wife’s  insuranee  benebtS;  en  tbe  basis  el  tbe 
wages  er  seif-  employment  ineemc  el  sueb  individual 
ler  tbe  mentb  preceding  tbe  month  in  wbieb  be  died, 

“  (D)  was  living  with  sueb  individual  at  tbe  time 
el  bis  deaths  and 

“-fE)  is  uet  entitled  te  eld-age  bisuranee  benefits; 
er  is  entitled  te  eld-age  insuraftee  beuebts  eaeb  el  wbieb 
is  less  than  threc-feurths  el  tbe  nrimaev  insuranee 


amount  el  her 
shall  be  entitled  te  a 


husband; 


benebt  ler  eaeb 


mentb,  beginning  with  tbe  hrst  mentb  after  1949  in  wbieb 

ij  1  ^  i  1  O  py>  fi  f  1  r\  A  1a  oil  pl~i  irLQu  ~i»«n  nr\  ll  All  A^ 1  f  q  O  y>  r] 

ollv  ULUUillvu  oe  11  tlUvl  bl/  o ILLll  11  luUl  ullUU  UbllvlillS  ttxTtT 

ending  with  tbe  mentb  preceding  tbe  brst  month  in  which 
any  el  tbe  following  occurs :  she  remarries,  dies;  er  becomes 
entitled  te  an  old-age  insurance  benebt  equal  te  er  cxeced- 
ing  three-fourths  el  tbe  primary  insuranee  amount  of  her 
deceased  husband? 


“  t  o 


f2)-  (Sueb  widow’s  insuranee 


ler  eaeb  month 
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shah  be  equal  to  three  fourths  el  the  primary  insurance 
amount  el  her  deceased  husband? 

■‘^Mother’s  -Insurance  Benefits 
^-ef  -(4)-  bhe  widow  and  every  former  wife  divorced 
-(as  defined  in  section  24B  -(d)-}-  of  an  individual  who  died 
a  fuhy  or  currently  insured  individual  after  -1-939,  if  sueh 
widow  or  former  wife  divorced — 

---(-A)  has  not  remarried, 

“■  (B)  is  not  entitled  to  a  widowh  insurance  benchty 

“  (C)  is  not  entitled  to  old-age  insurance  benefits,- 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  tbrcc-fourtlis  of  the  primary  insurance 
amount  of  sueh  individual, 

has  hied  application  for  inothchs  insurance 

henehtsy 

“  (E)  at  the  time  of  filing  sueh  application  has  in 
her  care  a  child  of  sueh  individual  entitled  to  a  child’s 
insurance  benefity  and 

“  (F)-  -(i)-  in  the  ease  of  a  widowy  was  living 
with  such  individual  at  the  time  of  his  dcathy  or  -(h)-  in 
the  ease  of  a  former  wife  divoreedy  was  receiving 
from  sueh  individual  (pursuant  to  agreement  or  court 
order)-  at  least  onc-hah  of  her  support  at  dm  time  of  his 
dcathy  and  the  child  referred  to  m  clause  -(E)-  is  her 
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sem  daughter,'  or  legally 
referred  to  to  sueh  clause  are 


etold  and  toe  benefits 

An  fl)  a  n  Pin  £v| 
u  1 1  tile"  u  cl  51  o  vl 


such  todivhfuahs  wages  or  set 
toafi  be  entitled  to  a  mother’s  insurance 


incomer 


toe  eaefi 

month,-  beginning  with  toe  first  month  after  1919  to  -which 
she  becomes  se  cntittod  to  sneh  insuraneo  benefits  and  ending 
whh  toe  niento  preceding  toe  first  -menth  to  -which 
any  of  toe  fehewtog  oeeur-s :  ne  ehhd  of  sneh  deceased 
individual  is  entitled  to  a  child’s  insurance  benefitj  sneh  widow 
or  former  wife  divorced  beeomes  entitled  to  an 


insurance  benefit  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  indi-viduafi  she 
heeomes  entitled  to  a  widow’s  insurance  henefitj  she  re¬ 
marries,  or  she  diesr  Entitlement  to  sueh  benefits  shall  also 
endj  to  the  ease  of  a  former  wife  divorced,-  with  the  month 
preceding  the  first  month  to  which  no  snip 
y  or  Icgalh7  adopted  child  of  sueh  former  wife 
is  entitled  to  a  child’s  insurance  benefit  on  the  basis 


nf  fly/v 
UI  till/ 

individuah 


or  self  employment  income  of  sueh  deceased 


--(-2-)  Sueh  mother’s  insurance  benefit  for  each  month 
shall  be  equal  to  three  fourths  of  the  primary  insert 
amount  of  sueh 


U 


Parent’s  Insurance  Benefits 


U 


-(as  defined  to  this 
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U 


U 


of  an  individual  who  died  a  ftthy  insured  individual  after 
1-939,  ft  sued  individual  did  not  leave  a  widow  who  meets 
the  conditions  in  subsection  -(df  -(ft)-  and  -(Ef  or 
an  unmarried  child  under  the  age  ol  eighteen  deemed 

/I  on  on  on  ah  c*n  rt  \  v  i  ii  f  \  i  tt  l  /1 1 1  n  1  niitl  at  cm  KcmrftiAii  ( i  •  \  /  Q  \ _ 

ttv  T/trxi vtv  ri  c  un  trtttTtt  iiiLii  v  iLLUcti  ttTTtttrr  istroot'ctlv/ll  1 i_  I  l  o  f  y 

-{4)^  or  (5) ,  and  ft  such  parent — 

on  liti'S  ft/ttiiuic d  i  ctn  omen t  a ^ ^ 

-(44)-  was  receiving  at  least  one-haft  of  his  support 
from  sued  individual  at  the  time  of  sued  individuals 
death  and  hied  proof  of  sued  support  within  two  years  of 
sued  date  of  death,- 

“-(€•)-  has  not  married  since  sued 
-(44)-  is  not  entitled  to 

or  is  entitled  to  old-age  insurance  heneftts  each  of  which 
is  less  than  three-fourths  of  the 
amount  of  sued  deceased  individual,-  and 
^■^44)-  has  hied  application  for 


U 


L?  insurance 


shall  he  entitled  to  a  parent’s  insurance  benefit  for  each 
month?  beginning  with  the  hrst  month  after  4-940  in  which 
sued  parent  becomes  so  entitled  to  sued  parent’s  msuranee 
benefits  and  ending  with  the  month  preceding  the  hrst 
month  in  which  any  of  the  following  oecursu  sued  parent 


entitled  to  an 


insurance 
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benefit  equal  to  of  exceeding  three-fourths  of  the  primary 
insurance  amount  of  sueh  deceased  individual: 

-(■2-)-  Sueh  parents  insuranec  benefit  for  eaeb  month 
shall  be  equal  to  three  fourths  of  the  primary  insuraneo 
amount  of  sueb  deeeased  individual. 

—  (3)-  As  used  in  this  subsection,  the  term  -‘parent’  means 
the  mother  or  father  of  an  individual,  a  stepparent  of  an 
individual  by  a  marriage  contracted  before  sueb  individual 
attained  the  age  of  sixteen,  or  an  adopting  parent  by  -whom 
an  individual  was  adopted  before  be  attained  the  age  of 
sixteen. 


“Lump  Sum  Death 
“-(g)-  Dp  on  the  deatlq  after  19497  of  an  individual  who 
died  a  fully  or  currently  insured  individual,  an  amount  equal 
to  three  times  sueb  individuals  primary  insurance  amount 
shall  be  paid  in  a  lump  sum  to  the  person,  if  anyj  determined 
by  the  Administrator  to  be  the  widow  or  widower  of  the 
deceased  and  to  have  been  living  with  the  deeeased  at  the 
time  of  death,  if  there  is  no  sueb  person,  or  if  such  person 
dies  before  receiving  payment,  then  sueb  amount  shall  be 
paid  to  any  person  or  persons;  equitably  entitled  thereto.- 
to  the  extent  and  in  the  proportions  that  he  or  they  shall 
have  paid  the  expenses  of  burial  of  such  insured  individual 
Ah  payment  shall  be  made  to  any  person  under  this  suh- 
scetion  unless  application  therefor  shall  have  been  filed,  by  or 
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ett  bob  a  If  of  any  stick  -person  -(whether  or  not  legally  oorn- 
petent)-,-  prior  to  the  expiration  of  two  years  after  the  date 
of  death  of  such  insured  individual. 

“Application  for  Monthly  Insurance  -Benefits 
“-(h)  -fhf  An  individual  who  would  have  been  entitled 
to  a  benefit  under ‘subsection  -faf7  -fbfy  -fefy  -fdfr  w 
-(4f  for  any  month  after  494-9  had  he  fifed  application 
therefor  prior  to  the  end  of  snob  month  shall  be  entitled  to 
such  benefit  for  sneh  month  if  he  fifes  application  therefor 
prior  to  the  end  of  the  sixth  month  immediately  succeeding 
such  mouth.  Any  benefit  for  a  month  prior  to  the  month  in 
which  application  is  fifed  shaft  be  reduced,-  to  any  extent 
that  may  be  necessary,  so  that  it  wifi  not  render  erroneous 
any  benefit  wkieh7  before  the  fifing  of  such  application,  the 
Administrator  has  certified  for  payment  for  sneh  prior 
“-(2)-  Ao  application  for  any  benefit  under  this  s 
for  any  month  after  -1-949  which  is  filed  prior  to  three  months 
before  the  first  month  for  which  the  applicant  becomes  en¬ 
titled  to  sneh  benefit  shall  be  accepted  as  an  application  for 
the  purposes  of  this  section ;  and  any  application  fifed  within 
such  throe  months^  period  shah-  be  deemed  to  have  been 
fifed  in  sneh  first  inontln 


“Simultaneous 
^  Any 


tv!  >  icj. 
vv  Tito  Tn 


for  any 
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te  more  than  one  month!)-  insurance  benefit  (other  than  art 
akl-age  insurance  benefit)-  under  this  title  si  mil  he  entitled 
te  only  one  saeh  monthly  benefit  for  seek  month,  sneh  ben¬ 
efit  to  be  the  largest  of  the  monthty  benefits  te  winch  he 
(blit  for  this  paragraph-)  would  otherwise  be  entitled  for 
sueh  month  = 

(2)  41’  an  individual  is  entitled  to  an  old-age  in¬ 
surance  benefit  for  any  month  and  to  any  other  monthly 
insurance  benefit  for  such  month,  such  other  insurance  ben¬ 
efit  for  such  month  shad  be  reduced  (after  any  reduction 
under  section  293-  (a) )  by  an  amount  equal  to  sueh  old- 
age  insurance  benefit: 

^Entitlement  to  Survivor  Benefits  Under  Railroad 

Retirement  Act 

“■{■})■  4f  any  person  would  be  entitled,  upon  filing  appli¬ 
cation  therefor,  to  an  annuity  under  section  fi  of  the  Rail 
road  Retirement  Act  of  4-93-7,  or  to  a  lump  sum  payment 
under  subsection  -(4)-  -(4-)-  of  sued  section,  with  respect  to 
the  death  of  an  employee  -(as  defined  in  such  Act) ,  no 
lump  sum  death  payment,  and  no  monthly  benefit  for  the 
month  in  which  such  employee  died  or  for  any  month  there¬ 
after  shall  be  paid  under  this  section  to  any  person  on  the 
basis  of  the  wages  or  self-employment  ineomo  of  sueh  em¬ 
ploy  ccd- 

-(b)-  -(4-)-  -Except-  as  provided  m  paragraph  ■  (3-)-,-  the 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

11 

15 

16 

17 

18 

19 

20 

21 

22 

23 

21 

25 


19 


amendment  made  fey  subsection  -(a)-  this  section  shall 
take  effect  January  -0-  1950.- 

-f2f  Scetion  205  -(m)-  of  tfee  Social  Security  Act  is  re¬ 
peated  effective  with  respect  to  monthly  feeneiits  under 
section  2-02-  o!  tfee  Social  Security  Aep  as  amended  fey  tfeis 
Aefe  for  months  after  1919. 

-ffe)-  Section  202  -(fe-f  -(2-)-  of  tfee  Social  Security  Aefe  as 
amended  fey  tfeis  Acfe  shall  take  effect  October  -0  1949. 

-(e)-  -ffef  Any  individual  entitled  to  primary  insurance 
feeneiits  or  widow’s  current  feisuranec  benefits  under  section 
202  of  tfee  Social  Security  Act  as  in  effect  prior  to  its 
amendment  fey  tfeis  Aet  wfeo  would,-  feut  for  tfee  enactment 
of  tfeis  Aefe  fee  cadi  tied  to  suefe  feenefets  for  January  1950 
shall  fee  deemed  to  fee  entitled  to  old  age  insurance  feene¬ 
fets  or  mother’s  insnranec  feenefets  -(as  tfee  ease  may  feef 
under  section  202  of  tfee  Social  Seeurity  Aefe  as  amended 
fey  this  Aefe  as  though  suefe  individual  feeeamo  entitled  to 
suefe  feenefets  in  January  1 950;  tfee  primary  insurance  amount 
on  wfeiefe  suefe  feenefets  are  feased  to  fee  determined  as  pro¬ 
vided  in  section  fell-  of  this  Aefe 

-f2f  Any  individual  entitled  to  any  other  monthly  in¬ 
surance  feenefets  under  seetion  202  of  tfee  Soeial  Security 
Aet  as  in  effect  prior  to  its  amendment  fey  this  Aet  wfeo 
would,-  feut  for  tfee  enactment  of  this  Aet,-  fee  entitled  to  such 
benefits  for  January  1950  shall  fee  deemed  to  fee  entitled 
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te  sueb  benefits  under  section  2-02  el  tbe  Social  Security  Aety 
ns  emended  by  ibis  Aety  as  though  sneb  individual  beeame 
entitled  te  sneli  benefits  in  January  1950y  tbe  primary 
amount  en  which  sueb  benefits  are  based  te  be 
as  provided  in  seetien  444-  el  this  Aetr 
-(Of  Any  individual  wbe  files  application  alter  1949 
ter  monthly  benefits  under  any  subsection  el  section  202 
el  tbe  Soeial  Security  Aet  wbe  wetddy  but  ler  tbe  enact¬ 
ment  el  -this  Aety  be  entitled  te  benefits  under  snob  subsection 
-fas  in  effect  prior  te  sueb  enactment)  ler  any  month  prior 
te  4950  shad  be  deemed  entitled  te  sueb  benefits  ler  sueb 
month  prior  te  4050  te  tbe  same  extent  and  in  tbe  same 
amounts  as  though  this  Aet  bad  net  been  enacted. 

-(d)-  4n  tbe  ease  el  any  parent  el  an  individual  wbe — 
-(4-)-  died  after  Juno  1917  but  prior  te  4950y 
-(2)-  was  net  a  fully  insured  individual  under  tbe 
previsions  el  section  209  -(g)-  el  tbe  Soeial 
Aet  as  in  effect  at  tbe  tbne  el  bis  death,  and 

-(Of-  wbe  is  insured  under  tbe  previsions  el 
244  -fa)-  el  sueb  Aety  as  amended  by  this  Aety 
sueb  parent  shall  be  deemed  te  have  met  the 
in  section  202  -fff  -(4-)-  -(E)-  el  sueb  Aet  as  se  amended j 
el  filing  proof  el  support  within  two  years  el  the  date  el 
sueb  individual’s  death  if  sueb  proof  is  filed  prior  te  1952. 
-(e)-  Enmp-sum  death  payments  sbab  be  made  in  tbe 


21 


1  ease  el  individuals  whe  died  prior  to  -1950  as  though  this 

2  Aet  had  net  been  enacted-?  exeept  that  in  the  ease  ef  any 

3  individual  who  died  outside  the  forty  eight  States  and 'the 

4  district  ef  Gelumbia  after  Peeombcr  0?  494-1,-  and  prior 

5  te  -August  40?  4-946?  the  last  sentence  ef  section  202  -(g)- 

6  ef  the  Seeial  Security  Aet  shad  net  he  applicable  if  appli- 

7  eation  for  a  lump  sum  death  payment  is  died  prier  te  4952. 

8  MAXIMUM  BENEFITS 

9  Shot  402t  -(a)-  Se  much  ef  seetien  200  ef  the  Social 

10  Security  Aet  as  precedes  subsection  -(d)-  is  amended  te  read 

11  as 


12 


13 


14 


U 


B-EDUCTIOX  OB  IXSUBAXCE  BE-XEBJTS  OTH-BB  TIIAX 


DISABILITY  BEXEEITS 


benefits 


15  -SeOt  203.  -(a)-  Whenever  the  tetal  ef  monthly 

16  te  which  individuals  are  entitled  under  seetien  202  for  a 

"1  Q  (  \T  O  T~>  1 1  1  ^  1  {]  i  1  O  1  A-u  r»  f\  r\  rl  o  1  Q  Ay  C*  A  Q  Q  Q  OOllillTn 

AO  trr  ttlx  111411  V  Itt  LlctX  \JA“ 4  I  t tpr  ^|J7T  £s\Jj  t7v  U2CUUv7tto  Uv  T7trr  “UllU 11111 

19  ef  his  average  menthly  wage  -(as  defined  in  seetien  245 

20  -(c)-)-,  sueh  tetal  ef  benefits  shady  after  any 

21  under  this  seetiem  be  re  cl  need  te  $450  er  te  SO  per 

22  ef  his  average  ■menthly  wage?  whichever  is  the  icsscr.- 

24.  benefit?  except  the  old-age  insurance  -benefit?-  shad  be  pre- 
25  portienately  < 
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22 


-(b)-  dhe  amendment  made  by  subscetion  -(af  of  this 
section  shall  he  applicable  with  respect  to  benefits  for  months 
after  1949. 

DED-ECTIONB  FROM  BENEFITS 
SeOt  493t  -(of  Subseetions  fdf?  -{ef?  -(ff?  -(gf?  and 
-(h)-  of  seetion  293  of  the  Social  Security  Aet  are  amended 
to  read  as  followss 

“Deductions  on  Account  of  Work  or  failure  to  Dave  Child 

in  Care 

-(h)-  Deductions,  in  such  amounts  and  at  snob  time  or 
times  as  the  Administrator  shall  determine,  shall  he  made 
from  any  payment  or  payments  under  this  title  to  which  an 
individual  is  entitled,  until  the  total  of  sueh  deductions  equals 
such  individual’s  benefit  or  benefits  under  seetion  593  for 
any  month  after  -1-949 — 

“-( 4)  in  which  sneh  individual  is  under  the  age 
of  seventy-five  and  in  which  he  rendered  services  for 
-wages  -(as  determined  under  section  599  without  regard 
to  subsection  -(a)-  thereof)  of  more  than  $50 ;  or 

-(2 )  in  which  sueh  individual  is  under  the  age  of 
seventy-five  and  for  which  month  he  is  charged,  under 
the  provisions  of  subsection  -(of  of  this  section,  with  net 
earnings  from  self  employment  of  more  than  $59?  or 
“■(3)-  in  which  sueh  individual,  if  a  wife  under  re¬ 
tirement  age  entitled  to  a  wifeA  insurance  benefit?  did 
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not  have  in  her  eare  -(Individually  or  jointly  with  her 
husband)  a  child  of  he?  husband  entitled  to  a  child's 
insurance)  benefit ;  or 

‘-(4)  in  whieh  such  individual,  if  a  widow  entitled 
to  a  mother's  insurance  benefit,  did  not  have  in  her  eare 
a  child  of  her  deceased  husband  entitled  to  a  ehiid's 
insurance  benefit;  or 

-  (5)  in  whieh  sueh  individual,  if  a  former  wife 
divorced  entitled  to  a  mother's  insurance  benefit?  did 
not  have  in  her  eare  a  child?  of  her  deceased  former 
husband,  who  (A-)-  is  her  son?  daughter,  or  legally- 
adopted  child  and  -(B)-  is  entitled  to  a  child's  insurance 
benefit  with  respect  to  the  wages  or  self-employment 
income  of  her  deceased  former  husband? 

“Deductions  3-r-om  Dependents1  Benefits  Because  of  Work 
by  Old  Age  Insurance  Beneficiary 
^^cf  Deductions  shall  he  made  from  any  wife’s  or  child’s 
insurance  benefit  to  which  a  wife  or  child  is  entitled,  unfed 
the  total  of  such  deductions  equals  such  wife^s  or  elnld-s  in¬ 
surance  benefit  or  benefits  under  section  -202-  for  any  month 
after  1942 — 

in  whieh  the  individual?  on  the  basis  of  whose 
wages  or  self  employment  income  sueh  benefit  was  pay¬ 


able?  is  under  the  age  of  seventy  five  and  m  which  he 
rendered  services  for  wages  -(as  determined  under  section 
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2-00  without  regard  to  subsection  -(ft)-  thereof)-  ol  more 
than  $hQ-j  or 

“-(■2)  in  which  the  individual  referred  to  hr  para¬ 
graph  -(4)-  is  under  the  age  of  seventy  five  and  for 
he  is  charged^  under  the  provisions  of 
-(e)-  of  this  seetbny  with  net  earnings  from 

nf  \  nv/y  f  n  t \  Yi 
tTT  lilt/l TTttTTT 


MMourrenee  of  More  4han  One  Event 


9  “-(d)  4f  more  than  one  event 

10  -(h)-  and  -(e)-  oeenrs  in  any  one  month 

11  deductions  equal  to  a 

12  equal  to  sueh 

13  net  earnings  from 


m 

TTTA11  I  iTl 

X vtJttitx 

for  sueh  month,  only  an 

o  il  o  Ka  /I otnpfofi  :  I  ’ n  r>  c \ b o  vrri at 
mTttTT  U  v  ttu 41  ILL"  IUU •  1 1 1  v  L’lIilTli  Ill  U1 

to  anv  month  shall  he 


14  treated  as  an  event  eeeurring  in  the  month  to  which  sueh 

15  net  earnings  are  ehargeeh 

10  -Months  to  Which  Met  Earnings  Are  Charged 

(e)  Eor  the  purposes  of  suhseetions  -(h)-  and  -(e) — 
--(-l)-  If  an  indiwidual-s  net  earnings  from  self- 
employment  for  his  taxable  year  are  not  more  than 
the  product  of  $§0  times  the  number  of  months  in-  sueh 
year?  no  month  in  sueh  year  shall  he  charged  with  more 
than  $f> 0  of  net  earnings  from  self-employmentr 

(2)-  4f  an  individuals  net  earnings  from  seh- 
employment  for  his  lovable  year  are  more  than  the  prod¬ 
uet  of  times  the  number  of  months  m  sueh  yea r-  each 
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el  seek  yea?  shall  he  charged  with  $50  el  aet 
Irom  sell  employment?  and  the  amount  el  sueh 
net  earnings  ia  excess  of  suoli  pi  ocluct  shall  bo 
further  charged  te  months  as  follows :  The  hast  $50 
el  saeh  excess  shall  he  charged  te  the  last  month 
el  such  taxable  year?  aad  the  balance,  if  any?  el 
saeh  excess  shah  he  eharged  at  the  rate  el  $50 
per  month  te  each  preceding  month  ia  saeh  year  anth 

oil  /zvf  on  (oli  o  1  o  ~n  o  o  1  >  o  c;  lv  nrmliorl  f.Vi  o  n  n 
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part  el  saeh  excess  shah  he 


te  ana 


on 


for  which  saeh  h 


was  net 


te  a 


under  this  title?  -(44)-  ia  which  an  event  described  ia 
-(4-)-?  -(44)-?  -(4)t  e¥  suhscetien  -(b)- 

ed?  -(Of  ia  which  saeh  individual  was  age  seventy 
hve  er  over,  er  -(44)-  ia  which  saeh  individual  did  net 


engage  m  s* 

-(Arf  As  used  ia  paragraph  -(hf?  the  term 
hast  month  of  saeh  taxable  yeah  means  the  latest  month 
in  saeh  year  te  which  the  charging  el  the  cxecss  de¬ 
serihed  ia  saeh  paragraph  is  net  prohibited  by  the  appli  ■ 
eatien  el  clauses  (  A)-?  -(44)-?  -(Of?  aad  -(44f 
^-(44f  her  the  purposes  of  clause  -(44)-  of 
-(h) ,  an  individual  will  he  presumed,-  with 
month,  te  have  been  engaged  in  s* 
saeh  menth  until  it  is  shewn  te  the 
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Administrator  that  snob  individual  rendered  no  sub¬ 
stantial  sendees  in  sueb  monlb  with  respect  to  any 
trade  or  business  tbe  net  income  or  loss  of  which  is 
includible  in  computing  bis  net  earnings  from  sed- 
empleyment  for  any  taxable  year.  Tbe  Administrator 
shall  by  regulations  prescribe  the  methods  and  criteria 
for  determining  whether  er  not  an  individual  has 
rendered  substantial  services  with  respect  to  any  trade 
er  business. 

“Penalty  for  -Failure  to  -Report  Certain  -Events 
>Lff)  Any  Individual  in  receipt  of  benefits  subject  to 
deduction  under  subseetion  -(bf  or  -(e)-  -(cr  who  is  m 

receipt  of  sueb  benefits  on  behalf  of  another  individual) , 

• 

because  of  tbe  ooeuranec  of  an  event  specified  therein  -(other 
than  an  event  described  m  subseetion  -(b)-  -ffi)-  or  -(e)-  -(2) )  -,- 
shall  report  sueb  oeeurenee  to  tbe  Administrator  prior 
to  tbe  reeeipt  and  aecoptance  of  an  insurance  benefit  for 
tbe  second  month  following  tbe  month  in  which  sueb  event 
occurred.  Any  sueb  individual  having  knowledge  thereof, 
who  fails  to  report  any  sueb  occurrence,  shall  suffer  an 
additional  deduction  equal  to  that  imposed  under  subsection 
-{bf  or  -(o)-7  o-xcept  that  tbe  first  additional  deduction  im¬ 
posed  by  this  subsection  in  tbe  ease  of  any  individual  shall 
not  exceed  an  amount  equal  to  one  montles  benefit  even 
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though  the  failure  to  report  is  with  respect  to  more  than 

one  montliT 

-Report  to  Administrator  of  bfet  Earnings  -From 

Self  Employment 

-  (g)'  -(4-)-  If  art  individual  is  entitled  to  any  monthly  in- 
suraneo  benefit  under  section  202  daring  any  taxable  year  in 
which  he  has  net  earnings  from  seif- employment  in  excess 
of  the  product  of  $00  times  the  number  of  months  in  such 
year,  such  individual  -for  the  individual  who  is  in  receipt  of 
such  benefit  on  his  behalf)-  shall  make  a  report  to  the  Ad¬ 
ministrator  of  his  net  earnings  from  self  employment  for  sueh 
taxable  yean  Such  report  shall  he  made  on  or  before  the 
fifteenth  day  of  the  third  month  following  the  elese  of  sueh 
year,  and  shall  eontain  sueh  information  and  he  made  in  sueh 
manner  as  the  Administrator  may  by  regulations  proscribe.- 
Sueh  report  need  not  be  made  for  any  taxable  year  beginning 
with  or  after  the  month  m  which  sueh  individual  attained  the 
age  of  seventy  five. 

--(2)  If  an  individual  fails  to  make  a  report  required 
under  paragraph  -f-b)-^  within  dm  time  prescribed  therein,' 
of  his  net  earnings  from  self  employment  for  any  taxable 
year  and  any  deduction  is  imposed  under  subsection  -(h)-  -f2j- 
by  reason  of  sueh  net  earnings — 

“  (A}  sueh  individual  shah  suffer  one  additional 
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in  an  ana  amt  equal  to  bis  benefit  er  benefits 
for  tfie  fits!  montfi  in  snefi  taxable  year  tec  whiefi  fie 
was  entitled  te  a  benefit  under  section  202-j  and 

--(B)  if  tfie  fafinre  to  make  snefi  report  eontinnes 
after  tfie  elese  of  tfie  fonrtfi  ealendar  montfi  following  tfie 
close  of  snefi  taxable  year^  snefi  individual  shall  suffer 
an  additional  dednetion  in  tfie  same  amount  for  eaefi 
montfi  or  fraetion  1  hereof  during  whiefi  snefi  failure 
eontinnes  after  snefi  fonrtfi  month-? 
except  that  the  number  of  tfie  additional  deductions  required 
by  this  paragraph  shall  not  exeeed  tfie  number  of  months  in 
snefi  taxable  year  for  whiefi  snefi  individual  received  and 

under  section  2-92-  and  for  wldefi 


are  imposed  under  subsection  -fbf  -(2^-  by 
reason  of  snefi  net  earnings  from  self  employment-  4f 
more  than  one  additional  deduction  would  be  finnosed  under 


fi  with  respect  to  a  failure  by  an  fi 
to  file  a  report  required  by  paragraph  -(-4-f  and  snefi  failure 
is  tfie  first  for  whiefi  any  additional  deduction  is  imposed 
under  this  paragraph-,  only  one  additional  deduction  shall 
be  finnosed  with  resneet  to  snefi  first 


“-fuf  If  tfie  Administrator  determines,  on  tfie  basis  of 

/  \  1  J'q  m  w  v  i\  I  v  ii  Ay  on  1  ixf  f fwl  f  A  1  )  ii  m  f  Ixn  f  i  f  in 
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ly  be  expected  that  an  individual-  entitled  to  bene¬ 
fits  under  section  292  for  nnv  taxable  rear  will  suffer  dedoe- 
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tions  nnposcd  mid  or  subsection  -(4)-  -f2)-  by  reason  el  bis 
net  earnings  from  sclf-cmploymcnt  for  sueb  year?  tbe 
-Administrator  may,  before  tbe  elese  of  sneb  taxable 
year,  suspend  tbe  payment  for  each  month  in  sneb  year 
-for  for  only  sueb  months  as  tbe  Administrator  may  specify )- 
of  tbe  benefits  payable  on  tbe  basis  of  sueb  indivh 
wages  and  self  employment  income^  and  sueb  s 
shall  remain  in  effect  with  respect  to  tbe  benefits  for  any 
month  until  tbe  Administrator  has  determined  whether  or  not 
any  deduction  is  imposed  for  such  month  under  subsection 
-(b}-r  4-he  Administrator  is  authorized?  before  tbe  close  of  tbe 
taxable  war  of  an  individual  entitled  to  benefits  during  sueb 
year?  to  request  of  sueb  individual  that  be  make,  at  sueb 
time  or  times  as  tbe  Administrator  may  speedy?  a  declaration 

taxable  year  and  that  be  furnish  to  tbe  Administrator  sueb 
other  information  with  respect  to  sueb  net  earnings  as  tbe 
Administrator  may  spccifyr  A  failuro  by  sueb  mdr 
to  comply  with  any  sueb  request  shall  in  itself 
ustification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  tbe  individual  will  suffer 
'deductions  imposed  under  subsection  -fbf  -ffff  by  reason  of 
bis  net  earnings  from  self  employment  for  sueb  year? 
--Deductions  With  Respect  to  Gertain  Lump  Sum  Payments 
-(b)-  Deductions  shad  also  be  made  from  any  old  age 
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e  benefit  te  which  mi  individual  is  entitled?  or  from 
any  other  insurance  benefit  payable  on  the  basis  ef  sueh 
individual’s  wages  or  self  empleyment  income,  until  sueh 
total  the  amount  of  any  lump  sum  pahl  to  sueh 
under  section -904  of  the  Social  Security  Aet  in 
force  prior  to  the  date  of  enactment  of  the  Soeial  Security 
Act  Amendments  of  193-9. 

“Attainment  of  Age  Seventy-five 
“  (i)-  fior  the  purposes  of  this  section,  an  individual 
shall  be  considered  as  seventy  five  years  of  age  during  the 
entire  month  in  which  he  attains  sueh  age.-- 

-(bf  The  amendments  made  by  this  section  shall  tube 
effect  J anuary  4-?  4950.- 


DEFINITIONB 

Sec.  104.  -faf  Title  44  of  the  Soeial  Security  Aet  is 
amended  by  striking  out  section  909  and  inserting  in  lieu 
thereof  the  following : 

fiocEryrEiey  of  wages 


—SeCt  -209.  fior  the  purposes  of  this  title,-  the  term 
Avages-  means  remuneration  paid  prior  to  -1950  which  was 
wages  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  payment  of  sueh  remuneration,-  and  remuneration  paid 
after  4949  for  employment?  ineluding  the  eash  value  of  all 
remuneration  paid  in  any  medium  other  than  eash ;  except 
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that,  in  the  ease  el  remuneration  -paid  alter  44)4-9,-  seek  term 
shall  net  include — 

“  (a)'  That  part  el  the  remuneration  -which,  alter 
remuneration  (other  than  remuneration  referred  fe  in  the 
succeeding  subsections  el  this  scetion)  equal  te  $3,600 
with  respect  te  employment-  has  been  paid  te  an  indi¬ 
vidual  by  an  employer  during  any  calendar  year;  is 
paid  te  such  individual  by  such  employer  during  sued 
calendar  year-7  If  ftn  employer  daring  any  calendar 
year  aequires  substantially  all  the  property  used  in  a 
trade  er  business  el  another  person  (hereinafter  referred 
te  as  a  predecessor)  7  er  used  in  a  separate  unit  el  a 
trade  er  business  el  a  predecessor,-  and  immediately 
alter  the  acquisition  employs  in  his  trade  er  business  an 

employed  in  the  trade  er  business  el  sued  predecessor, 
tfaer-q  for  the  purpose  el  determining  whether  sued 
employer  has  paid  remuneration  -(-other  than  remunera¬ 
tion  referred  te  in  the  succeeding  subsections  el  this 
scetion-)-  with  respeet  te  employment  equal  te  $3j600 
te  sued  individual  during  sued  calendar  year,  any  remu¬ 
neration  with  respect  te  employment  paid  -(or  considered 
under  this  subsection  as  having  been  paid}-  te  sued  indi¬ 
vidual  by  sued  predecessor  during  sued  calendar  year 
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and  prior  to  sued  acquisition  shall  ho  considered  as 
boon  paid  by  such  employer" 

-fb)-  dke  amount  o!  any  payment  made  toy  or  on 
ofy  an  employee  under  a  plan  or  system  estab- 


1 1  o  1  \  \r  on  /\ 

il.Ml v  tT  try  ctir  t7 


ir  which  makes  provision  for  his 
or  for  a  class  or  classes  of  his 
any  amount  paid  by  an  employer 

fav  l  li  ^nvo  av  o  n  rim  hi  og  av  in  f  a  ix  fn  n  fl  in  iivATTirl 

TvTr  llloLLl  (llil  v  v/T  (1 1  llltli  LI  v  o y  LI JL  HI  til  It  1  Llll  11^  LI)  Ill  U  V  IvlU 

for  any  sued  payment-)^  on  account  of  -f-1)-  retirement, 
or  -(2)-  siekness  or  accident  disabilityy  or  -fdf  medieal 
or  hospitalisation  expenses  m  connection  with  sh 

AV  rt  PQ1  4  f  /I  1  C| In  1  1  4  \ T_  AV  /  I  \  -  rlAofll  * 

vTx  tUiL/lUcll  l  \  liocl  rJ  1  y  tlr  y  1  J  HULL  LI  1  ^ 

-—(c)-  Any  payment  made  to  an  employee  -(h 
ing  any  amount  paid  by  an  employer  for  insurance  or 
aonniticsy  or  into  a  fundy  to  proxidc  for  any  sued  pay¬ 
ment)-  on  account  of  retirement-; 

^d)-  Any  payment  on  aceount  of  sickness  or 

O  i  /\i  >  f  /I  l  A  ll 1 1 1  f  x  y _  AT  Til  q/1  1  1  AT  1^  Am  vihn  1  ^  rvvv 

ui  v  ittuii  1  nioci  mhi b  y  y  TTr  iiiuniuu  l  ui  uuo  |  huili^u  Lion  ca 

ponses  in  connection  with  siekness  or 
made  by  an  employer  Py  or  on  behalf  ofy  an  employee 
after  the  expiration  of  six  calendar  months  following 
the  last  calendar  month  in  which  the  employee  worked 
for  such  employer ; 

-‘-(c)-  Any  payment  made  toy  or  on  behalf  ofy  an 
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employee  -(4-)-  from  ef  te  a  trust  exempt  from  tax 
under  section  IRti  -(a)  of  the  Internal  Revenue  Code 
at  tire  time  of  such  payment  unless  such  payment  is 
•  made  to  an  employee  of  the  trust  as  remuneration  for 
services  rendered  as  sneh  employee  and  not  as  a  bene 
fieiary  of  the  trust,  or  -(d)  under  or  to  an  annuity  plan 
wliiehy  at  the  time  of  such  payment,  meets  the  require 
ments  of  section  1-Go  -faf  (3)-,  -fd)^  -fo)-,'  and  -(G) 
of  sneh  code ; 

- -(f)-  Rhe  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee)-  -(4-) 
of  the  tax  imposed  upon  an  employee  under  section 
4400  of  the  Internal  Revenue  Code?  or  -(d)-  of  any 
payment  required  from  an  employee  under  a  State 
unemployment  compensation  lawq 

■“-(g)-  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of 


)I  A~m  Anfi/i 

UUlllUkj  LIU 


the  employer’s  trade  or  business 
service  in  a  private  home  of  the  employer)  or 

“  (h)  Any  payment  -(other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  retirement  age  -(as  defined  m  scetion  24-G 
(a)  )j  if  he  did  not  work  for  the  employer  in  the 
for  which  such  payment  is  rnader 
II.  R.  6000 - 3 
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hips  and  other  eash  remuneration  customarily  received  by 
a n  employee  in  the  course  oi  his  employment  from  persons 
other  than  the  person  employing  hint  shall,-  for  the  purposes 

of  this  title,-  he  considered  as  remuneration  paid  to  him  by 

* 

his  employer ;  except  thaty  in  the  ease  of  tipsy  only  so  mneh 

received  during  any  calendar  quarter 
the  expiration  of  ten  days  after  the 
in  -writing  to  his  employer 
by  him  in  such  quarter  shall  be 
considered  as  remuneration  paid  by  his  employer,  and  the 
amount  so  reported  shah  be  considered  as  having  been  paid 
to  him  by  his  employer  on  the  date  on  which  sueh  report 
is  made  to  the  employer. 

“definition  of  employment 


of  the 
as  the  enq 
elese  of  sueh 
as  having  been 


an 


Se€t  d04r  her  the 


of  this  title 


—Employment 

-(a)  hhe  term  ‘employment'  means  any  serviee  per¬ 
formed  after  1936  and  prior  to  1950  which  wns  employ 
meet  for  the  purposes  of  this  title  under  the  law  applicable 
to  the  period  in  which  sueh  service  wms  performed,  and  any 
service  of  whatever  nature  performed  after  4040  either  -(A)- 
by  an  employee  for  the  person  employing  him,  irrespective 
of  the  citizenship  or  residence  of  either,  -fif  within  the 
h-nited  States,  or  -(h)-  on  or  in  connection  with  an  American 
vessel  or  American  aircraft  under  a  contract  of  service  which 
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is  entered  into  within  the  United  States  or  during  the  per- 
fonnancc  of  which  the  vessel  or  aircraft  touches  at  a  pert  in 
the  United  States,  if  the  employee  is  employed  on  and  in  eon- 
nection  with  sneh  vessel  or  aircraft  when  outside  the  United 
States-,-  or  -(44)-  outside  the  United  States  hy  a  citizen  of  the 
United  States  as  an  employee  for  an  American  employer 
-(as  defined  in  subsection  -(e)  )-;  cscept  that,  in  the  ease  of 
service  performed  after  1 9-1-9,  sneh  term  shall  not  include — 

“  (-1)  Agricultural  labor  -(as  defined  in  subsee 
ties 

va  on  Service  not  in  the  course  of  the  em¬ 
ployer^  trade  or  business  (including  domestic  service  in 
a  private  home  of  the  employer)-  performed  on  a  farm 
operated  for  profit; 

“•■(  B-)-  Domestic  service  performed  in  a  local  college 
club,-  or  local  chapter  of  a  college  fraternity  or  sorority, 


hy  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college?  or  university-; 

-  (3-)-  Service  not  m  the  course  of  the 


trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $25  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  sueh 
employer  to  perform  sueh  servicer  Uor  the  purposes  of 
this  paragraph,-  an  m dividual  shall  be  deemed  to  be 
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by  aft  employer  during  a  calendar 
only  if  -(A)-  sued  individual  performs  for  such 
employer  service  not  ift  the  coarse  of  the  cmployci-s 
trade  or  business  during  seme  portion  of  at  least  twenty- 
six  days  during  sued  puarterT  or  -(41)-  if  such  individual 
was  regularly  employed  -fas  determined  under  clause 
-(A) )  by  sueb  employer  in  the  performance  of  sueb 
service  during  the  preeeding  calendar  quartan-  As  used 
in  this  paragraph  the  term  -service  not  in  the  course 
of  the  employees  trade  or  business’  includes  domestic 
service  in  a  private  borne  of  the  employer-j 

^  (  A  \  ftovvi  oo  T>orfAi*i  n  Oifl  Ivtt  q  n  1 1  iv-i  fin  -n  1  ivv  l1~>  a 
y  JL  J  kjUl  V1UU  |7v  1  1 IJ 1  Ill  v  LL  U  y  clli  111111  \  111 LLtll  Ill  L11U 

employ  of  bis  son7  daughter^  or  spouse--  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  bis  father  or  mother^ 

11-ft>)-  Service  performed  by  an  individual  on  or 
in  connection  with  a  vessel  not  an  American  vessel,- 
or  on  or  in  connection  with  an  aircraft  not  an  American 
aircraft^  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  sueb  vessel  or  aireraft  when  outside  the  United 
States-j 

-(6)-  Service  performed  in  the  employ  of  any  hr¬ 
ef  the  United  States,-  if  such  instrumcntalitv 
is  exempt  from  the  tax  imposed  by  section  1410  of  the 
Internal  Revenue  Gede  by  virtue  of  any  provision  of 
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law  whieh 


refers  to  seek 


seek  ex 

-“■(-7-)-  Service  performed  in  tke  employ  ef  tke 
United  States^  or  in  Ike  employ  of  any  instrumentality 


of  tke  United  States  wkiek  is  partly  or  wholly 
ky  tire  harked  States,-  but  only  if  -(if  seek  seryiee  is 
coyered  ky  a  retirement  system,-  established  ky  a  law 
ef  the  harked  States^  for  employees  of  the  halted  States 
or  of  seek  instrumentality,  or  -{ef  seek  seryiee  is 


(( 


-(Af  ky  the  President  or  -Vice  President  of 
the  United  States  or  ky  a  Member,  Delegate,-  or 
-Resident  Commissienery  of  or  to  the  Congress^ 
^Rf  in  the  legislature  branek-y 
—(Of  in  the  held  seryiee  of  the  Post  Ofkee 
Department^ 

ttfDf  kr  or  under  the  -Bureau  of  the  Ocnsus 
of  the  Department  of  Oommeree  ky  temporary  em¬ 
ployees  employed  for  the  taking  of  any  census-^ 

-(Ef  by  any  employee  who  is  excluded  ky 
order  from  the  operation  of  the  Cfrd 
Seryiee  Retkement  Aet  of  1-9-30  because  he  is  paid 
on  a  eontraet  or  fee  basis-j 


sc 


^{Ef  ky  any 


nominal  com¬ 


pensation  of  $43  or  less  per  annum-y 
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U 


u 


-(Of  in  a  hospital?  heme,  or  other  institution 
ol  the  United  States  by  a  patient  or  inmate  thereof? 

--‘fH)  by  any  employee  who  is  excluded  hy 
■Executive  order  from  the  operation  of  the  Civil 
Service  -Retirement  Aet  of  1030  beeause  he  is  serv¬ 
ing  under  a  temporary  appointment  pending  hnal 
determination  of  eligibility  for  permanent  or  in- 
appointment-? 

-(hf  hy  any  consular  agent  appointed  under 
authority  of  seetion  554  of  the  F orcign  Service  Aet 
of  4040 -(A2  Ur  Sr  Or?  seer  054f? 

--(Jf  by  any  employee  included  under  seetion 
0  of  the  Act  of  August  4?  -1-04-7  (relating  to  certain 
interns?  student  nurses?  and  other  student  employees 
of  hospitals  of  the  F cdcral  Government ;  0  Ur  Sr  Or? 
seer  1052)  ; 

<L(K-)-  in  the  employ  of  the  Tennessee  -Valley 
Authority  in  a  position  -which  is  covered  by  a  retire¬ 
ment  system  established  by  sueh  Authority ; 

“-(E)-  by  any  employee  serving  on  a  tempo  - 
rary  basis  in  ease  of  hre?  storm,  earthquake?  flood, 
or  other  emergency-;  or 

“(M)  by  any  employee  who  is  employed  under 
a  Federal  relief  program  to  relieve  him  from  un¬ 
employment? 
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“(8)  -(A)-  Service  -(other  than  service  included 
under  an  agreement  under  seetion  24-8  and  ether  than 
service  to  which  subparagraph  -(44)-  of  this  paragraph 
is  applicable)-  performed  in  the  empiey  of  a  State?  or 
any  political  subdivision  thereof,  or  any  instrumentality 
of  any  one  or  more  of  the  foregoing  which  is  wholly 
owned  bv  one  or  more  States  or  political  subdivisions-? 


U 


m- 


(other  than  service 


under 


an  agreement,  under  section  2-18)  performed  in  the  em¬ 
ploy  of  any  political  subdivision  of  a  State  in  connection 
with  the  operation  of  any  public  transportation  system 
unless  such  service  is  performed  by  an  employee  who — 
^-(-i)-  became  an  employee  of  such  political  sub¬ 
division  in  connection  with  and  at  the  time  of  its 
acquisition  after  40dd  of  such  transportation  system 
or  any  part  thereof-?  and 

-(ii)-  prior  to  such  acquisition  rendered  services 
in  employment  -(a-s  an  employee  of  a  person  other 
than  one  designated  in  subparagraph  (A)  of  this 
paragraph)-  in  connection  with  the  operation  of 
such  transportation  system  or  part  thereoh 
4n  the  ease  of  an  employee  described  in  clauses  -(4)-  and 
-(ir)-  who  became  such  an  employee  in  connection  with 
an  acquisition  made  prior  to  -49b0?  this  subparagraph 
shah  not  be  applicable  with  respeet  to  such  employee 
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if  Ike  political  subdivision  employing  kim  kies  vdtk 
tke  Commissioner  of  Ike  Internal  Revenue  prior  to 
January  4y  4O507  a  statement  tkat  it  dees  not  favor 
tke  mdusion  under  tkis  subparagraph  of  any  individual 
wko  became  an  employee  in  connection  with  snek  acqni  ■ 
sitions  made  prior  to  t-OkOr  Rer  tke  purposes  of  tkis 
subparagraph  tke  term  political  subdivision*  includes 
an  instrumentality  of  one  or  more  political  subdivisions 
of  a  State-; 

--f9)  Service  performed  by  a  duly  ordained,  com  ■ 
missioned^-  or  licensed  minister  of  a  ekurek  in  tke  exer 
eise  of  kis  ministry"  or  by  a  member  of  a  religious  order 
in  tke  exercise  of  duties  required  by  suck  order; 

“  (10)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  dehned  in  sec¬ 
tion  1532  of  tke  Internal  Revenue  Code-; 

“-(4-1 )  -(tk)-  Service  performed  in  any  calendar 
quarter  in  tke  employ  of  any  organization  exempt  from 
income  tax  under  section  1-04-  of  tke  Internal  Revenue 
Code;  if  tke  remuneration  for  such  service  is  less  than 
$400- 

iLfRf  Service  performed  in  tke  employ  of  a  school, 
college,  or  university  if  suck  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly  attending  classes 
at  suck  sekool,  college,  or  university ; 
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U 


“-f  1 Service  performed  in  tde  encploy  of  a 

-fin  eluding  service  as  a  consular  or  older 
or  employee  or  a  nondipdnnatlc  representative-)- ; 
“-(4-8-)-  Service  performed  in  tde  employ  of  an  instru- 

dy  a  foreign  government — 
-(-Arf  4f  tde  service  is  of  a  edaraeter  similar  to 
tdat  performed  in  foreign  countries  dy  employees  of 
tde  United  States  Government  or  of  an  mstmmen- 
taldy  thereof  ;■  and 

“-(U-)-<'  4f  tde  Secretary  of  State  sdad  certify  to 
tde  Secretary  of  tde  treasury  tdat  tde  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
thereof  exemption  is  claimed,  grants  an 
exemption  with  respect  to  similar  service 
in  tde  foreign  eonntry  dy  employees  of 
tde  United  States  Government  and  of  instrumental! 


ties  tdereof ; 

on 


as  a 


-nilVOO  133.  fli  a 
11  til  DU  TXT  tilt? 


n  ffnri  rl  in  n* 


employ  of  a  hospital  or  a  nurses^  training  school  dy  an 
dnlividnal  who  is  enrolled  and  is  r 
classes  in  a  narseU  training  school  chartered  or 
pursuant  to  State  lavy  and  service  performed  as  an 
interne  in  tde  employ  of  a  hospital  dy  an  individual  who 
das  completed  a  four  yearn-  course  in  a  medieal  school 
chartered  or  approved  pursuant  to  State  lavy 
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^-(4ti)-  Service  performed  fey  an  individual  in  -(or 
as  an  officer  or  member  el  the  ere-w  el  a  vessel  while 
it  is  engaged  inf  the  catching, ■  taking,  harvestings  euf- 
tivating,  or  farming  el  any  kind  el  fishy  shell  fishy  crus- 
taccay  sponges,  seawcedsy  or  other  aquatic  forms  el 
animal  and  vegetable  life  (including  service  performed 
fey  any  snefe  individual  as  an  erdinary  incident  te  any 
such  activity) ,  except  -(A)-  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halifeuty 
for  commercial  purposes,  and  -(Rf  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 


in  the  manner  provided  for  deter- 
of  merchant  vessels  under 


f  An  o 
TtTTTtJ 

mining  the 

the  laws  of  the  United 

-“-(4-6)-  -(A)-  Service  performed  fey  an 
under  the  age  of  eighteen  in  the  delivery-  or  distribution 
of  newspapers  or  shopping  newsy  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution ; 


“-(B)  Service  performed  fey  an  individual  by  and 
at  the  time  ofy  the  sale  of  newspapers  or  magazines  to 
ultimato  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  fee  sold  fey  him  at 
a  fixed  pricey  his  compensation  being  based  on  the  rcten- 
tfon  of  the  excess  of  such  price  over  the  amount  at 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


43 


whieh  the  newspapers  or  magazines  are  charged  to  Inny 
whether  er  net  he  is  guaranteed  a  minimum  amount  ei 
compensation  for  sueh  serviee,  or  is  entitled  to  he 
credited  with  the  unsold  newspapers  or  magazines 

■-  (-1-7)  Service  performed  m  the  employ  of  an  inter¬ 
national  organization  entitled  to  enjoy  privileges,  ex¬ 
emptions,  and  immunities  as  an  international  organiza- 
tion  under  the  International  Organizations  Immunities 
Act  -{£9  Statr  669)  ;  or 

--  (18)'  Service  performed  hy  an  individual  in  the 
sale  or  distribution  of  goods  or  commodities  for  another 
person,-  off  the  premises  of  sueh  person,  under  an  ar¬ 
rangement  whereby  sueh  individual  receives  his  entire 
remuneration  -(other  than  prizes}-  for  sueh  serviee 
direetly  hem  the  purchasers  of  sueh  goods  or  commodi  - 
tiesj  if  sueh  person  makes  no  provision  (other  than  hy 
correspondence)-  with  respect  to  the  training  of  sueh 
individual  for  the  performance  of  sueh  serviee  and 
imposes  no  requirement  upon  sueh  individual  with  re¬ 
spect  to  (A)  the  fitness  of  sueh  individual  to  perform 
such  service^  (B)-  the  geographical  area  in  which  sueh 
sendee  is  to  he  performed,-  -(Of  the  volume  of  goods 
or  commodities  to  he  sold  or  distributed,  or  (©-}  the 
selection  or  solicitation  of  customers. 
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ed  and  Excluded  Service 


a 


‘-(h)-  B  tfee  services  performed  during  one-half  or  more 
of  any  pay  period  ky  an  employee  for  tire  person  emplo}dng 
him  constitute  employment?  all  the  services  of  suck  employee 
fee  seek  period  shah  he  deemed  to  he  employment;-  hut  if 
tire  services  performed  daring  more  than  one  half  of  any  saeh 
pay  period  ky  an  employee  for  the  person  employing  him  do 
not  eonstitate  employment?  then  none  of  the  services  of  saeh 
employee  for  saeh  period  shall  he  deemed  to  he  employment? 
As  ased  hr  this  snhseetion?  the  term  ^pay  period1  means  a 
period  -(of  not  more  than  thirty-one  consecutive  days)-  for 
which  a  payment  of  remuneration  is  ordinarily  made  to  the 
ky  the  person  employing  hhm  Ekis  subsection 
with  respect  to  services  performed  hr 
for  the  person  employing  him? 
is  excepted  ky  paragraph  -(10)-  of 


shall  not  he 
a  pay  period  ky  an 
where  any  of  saeh 

"Wt 


■Vessel 


(( 


-(e)-  Eke  term  -American  vessel-  means  any  vessel 
documented  or  numbered  under  the  laws  of  the  United 
States?  and  includes  any  vessel  which  is  neither  documented 
or  numbered  under  the  laws  of  the  Ended  States  nor 


documented  under  the  laws  of  anv  foreign 


y  if  its 


crew  is  employed  solely  ky  one  or  more  citizens  or  residents 
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el  the  United  States  er  corporations  organized 
laws  el  the  United  States  er  el  any  Stater 

“American  Aircraft 

^^-fd)-  44re  term  American  airerafb  means  an  aircraft 
the  laws  el  the  laated  Statesr 


-American  -Employer 

Abe  term  ‘American  employer’  means  aa  em¬ 
ployer  wlaelr  is  -(4-)-  tire  United  States  er  any  instrumental 
by  thereof?  -(4tf  a  State  er  any  political  subdivision  thereof? 
er  any  instrumentality  el  any  one  er  mere  el  the  foregoing,- 
-f§j-  aa  individual  wire  is  a  resident  el  the  United  States, 
-(4}-  a  partnership?  if  two  thirds  er  mere  el  the  partners  are 
residents  el  the  United  States,  -fe)-  a  trusty  if  all  el  the 
trustees  are  residents  of  the  United  States?  er  -(§)-  a 


tien 


State? 


under  the  laws  ef  the  United  States  er  ef  any 


“Agricultural  Labor 


m 


labeU  ineludes  all 


^ff  Abe  term  - 
performed — 

--fl)  On  a  farmy  in  the  employ  ef  any 
connection  with  cultivating  the  seily  er  in 
with  raising  er  harvesting  any  agricultural  er  horticul¬ 
tural  commodity,'  mel-ading  the  raising?  shcaringy  feeding? 
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earing  forj  training,  and  management  of  livestock,  bees,- 
poultry,  and  fur-bearing  animals  and  wildlife. 

In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  eenserwation,  improvement^  or  mainte¬ 
nance  of  sueh  farm  and  its  tools  and  etpnpmenty  or  in 
salwaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
scrwicc  is  performed  on  a  farm. 

“  (3)  In  connection  with  the  production  or  harwest 
ing  of  any  commodity  defined  as  an  agricultural  com¬ 
modity  in  seetion  4-e  -{gf  of  the  'Agricultural  Marketing 
Aeh  as  amended,  or  in  connection  with  the  ginning  of 
cotton-.- 


“(4)  -(A)-  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  dryings  packing,-  packaging;  proc¬ 
essing,  freezing,  grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  transportation  to  market; 
m  its  unmanufactured  state,  any  agricultural  or  hortr- 
eultural  eonnnodity ;  but  only  if  sneh  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to 
whieli  sueh  serwiec  is  performed. 

■“  (-B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  services  described  in  subparagraph  (Af? 
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hut  only  if  sueh  operates  -produced  all  el  lire  commodity 
with  respect  to  which  such  service  is  performed,  For 
the  purposes  of  this  subparagraph,  any  unincorporated 
group  of  operators  shall  he  deemed  a  cooperative  organi¬ 
zation:  if  the  number  of  operators  comprising  sueh  group 
is  more  than  twenty  at  any  time  during  the  calendar 
quarter  in  which  sueh  service  is  performed? 

“-(O)  Fhe  provisions  of  subparagraphs  -(-A-)-  and 
-(B)-  shall  not  he  deemed  to  he  applicable  with  respect  to 
service  performed  in  conncetion  with  commercial  can¬ 
ning  or  commercial  freezing  or  in  conncetion  with  any 
agricultural  or  horticultural  commodity  after  its  delivery 
to  a  terminal  market  for  distribution  for  consumption. 

“Farm 

~{g)'  Fhe  term  ‘farm’-  includes  stock,  dairy,  poultry, 
fruit,  fiir-bcaring  animal,  and  truck  farms,  plantations, 
p  nurseries,  ranges^  greenhouses  or  other  similar 
used  primarily  for  the  raising  of  agricultural  or 
horticultural  commodities^  and  orchards. 

“State 


-(h)  Fhe  term  ‘Statu-  includes  Alaska?  Hawaii?  the 
District  of  Columbia?  and  the  Virgin  Islands;  and  on  and 
after  the  effective  date  specified  in  section  3-24-  sueh  term 
includes  -Puerto  Pico? 
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-United  States 

(if  Pin  term  ‘-United  States*  when  used  in  a  geo- 
sense  means  tin  States;  Alaska?  Hawaii;  tin  ©is- 
triet  ei  Uotumhiu;  and  tin  Virgin  Islands ;  and  on  and  after 
tin  effective  date  specified  in  scetion  AAt  sueh  term  inelndes 
Puerto  Eieor 


ar\ 


Uitizen  of 


■Rico 


-‘  (j)  An  individual  win  is  a  citizen  of  -Pncrto  Rico 
-{hut  not  otherwise  a  citizen  of  tin  United  States-)-  and 
win  is  not  a  resident  of  tin  United  States  shall  not  he 
considered;  for  the  par-poses  of  this  section, ■  as  a  citizen 
of  the  United  States  prior  to  the  effective  date  specified 
in  section  AAR 


^^fhf  Pin  term  ‘employee-  means — 

—  (4f  any  ofheer  of  a  corporation-;  or 

-(A)-  any  individual  wimp  an  dor  the  nsnai  eonrmon 

employee  relationship,  has  the  status  of  an  cmployco.- 
Uor  purposes  of  this  paragraph;  if  an  individual  -(either 
alone  or  as  a  member  of  a  group)-  performs  service  for 
any  other  person  under  a  written  contract  expressly 
that  such  person  shah  have  complete  control 


over  the  performance  of  such  service  and  that  sueh  in¬ 
dividual  is  an  employee,  sueh  individual  with  respect 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


49 


U 


te  such  service  shall,  regardless  el  a ay  modification 
net  in  writing,  he  deemed  an  employee  el  sneh  person 
-ferj  il  sneh  person  is  an  agent  er  employee  with  respeet 
te  the  execution  el  sneh  contract,  the  employee  el  the 
er  cmplojw  el  such  person)  ;  er 
-{#}-  any  individual  -(ether  than  an  individual  who 
is  an  employee  under  paragraph  -ft)-  er  -(5)-  el  this 
who  performs  services  ler  remuneration 


ler  -any  person — 

“-(A)  as  an  outside  salesman  in  the  manufac 
taring  er  wholesale  trade ; 

“  (B)'  as  a  fidl-timc  file  insurance  salesman ; 

se  as  a  home  worker  en  materials  er  goods 
-which  are  furnished  hy  the  person  ler  whom  the 
services  are  performed  and  whieh  are  required  te  he 
returned  te  sneh  person  er  te  a  person  designated 
hy  him  ; 

^-(Ef  as  a  contract-logger-; 

“  (F)-  as  a  lessee  er  licensee  el  space  within 
a  mine  when  substantially  all  el  the  product  el  sneh 
services  is  required  te  he  sold  er  turned  over  te  the 


salesman  h  under 


H.  R.  6000 - 4 
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Ike  eentraet  el  service  er  in  feet  seek  individual  -fi)- 
is  required:  te  meet  a  minimum  sales  quota,-  er  -fh)- 
is  express!}-  or  impliedly  required  te  furnish  Ike 
services  with  respect  to  designated  or  regular  eas¬ 
terners  er  easterners  along  a  prescribed  route,  or 
(iii)-  is  prohibited  from  furnishing  the  same  er 
similar  services  for  any  ether  person — 
if  the  eentraet  of  service  contemplates  that  substantially 
all  of  sack  services  -(other  than  the  services  described 
in  subparagraph  -(E)-)-  are  to  he  performed  personally 
by  sack  individual-?  except  that  an  individual  shall  net 
he  included  in  the  term  -employee ’  under  the  provi 
siens  of  this  paragraph  if  such  individual  has  a  substan- 
tkd  investment  -(ether  than  the  investment  by  a  sales¬ 
man  in  facilities  for  transportation)  in  the  facilities  of 


the  trade,  occupation,  business,  er  profession  with 
respect  to  which-  the  services  are  performed,  er  if  the 
services  are  in  the  nature  of  a  single  transaction  net 
part  of  a  continuing  relationship  with  the  person  for 
whom  the  services  are  performed ;  er 

-“-(4)  any  individual  who  is  net  an  employee 
under  paragraph  -ft)-?  -(E)-?  er  -f3f  of  this  subsection 
hat  \\  ho?  m  the  performance  of  service  for  any  per¬ 
son  for  remuneration?  has?  with  respect  to  sack  serv¬ 
ice?  the  status  of  an  employee,  as  determined  by  the 
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combined  effect  el  -(A)- 
-(Rf  permanency  el  the 
and  leceucnev  el 


ever  tffe  ff 

regularity 
el  tbe  service?  -(Rf  inte- 


gratien  el  the  indbriduaks  work  in  the  basinet  to  whieh 
be  renders  service,  -{Ef  lack  el  skiff  required  el  tbe 
individual?  -(E)-  lack  el  investment  by  tbe  individual  in 
facilities  lor  verb,  and  -ft-if  lack  el  opportunities  el  tbe 
individual  lor  prefft  er  less? 

■‘‘SELF  EMPLOYMENT 

Abeer  211.  Eer  tbe  purposes  el  tbis  tide — 


“  (a)  Eke  term  fact  earnings  Irem 
means  tbe  gross  income,-  as  computed  under  chapter  4 
el  tbe  Internal  -Revenue  Eede?  derived  by  an  indi¬ 
vidual  from  anv  trade  er  business  carried  en  bv  sneb  indE 

«y  «/ 

vidnab  less  tbe  deductions  affewed  under  sueb  chapter  which 
are  attributable  te  sueb  trade  er  business?  plus  bis  distributive 
share  -(whether  er  net  distributed)-  el  tbe  net  income  er  less? 
as  computed  under  sueb  chapter?  Irem  any  trade  er  busi¬ 
ness  carried  en  by  a  partnership  el  which  be  is  a  member^ 
except  that  in  computing  sueb  gross  income  and  deductions 
and  sueb  distributive  share  el  partnership  net  income  er 


less- 


1 )  There  shall  be 
estate  (including 


rentals  burn  real 
leased  with  tbe  real 
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estate}-  and 
rentals  are 


*s  attributable  tlicretOy  unless  such 
hr  the  eenrse  el  a  trade  er  business 


as  a  real  estate  dea-ler-y 

-  (2)  There  shall  he  excluded  income  derived  Irenr 
anv  trade  er  business  hr  which?  if  the  trade  er  business 
were  curried  en  exclusively  hr  employees,  the  major 

labor  as  defined  in  sendee  240  -(ff-t  and  there  shall  he 
excluded  all  deductions  attributable  to  such  ineome-? 

--(3)-  There  shall  he  excluded  dividends  en  any 
share  el  steely-  and  interest  en  any  bendy  dthen-tercy  netey 
er  eertifieatcy  er  ether  evidence  el  indebtedness,  issued: 
with  interest  coupons  er  hr  registered  lemr  by  any 
corporation  -(including  one  issued  by  a  government  er 

and  interest  are  received  hr  the  course  el  a  trade  er  busi¬ 
ness  as  a  dealer  hr  steebs  er  securities-;- 

(4)  There  shall  he  excluded  any  gain  er  less 
(-A-)  which  is  considered  under  chapter  4  el  the  Internal 
Be  venue  Oede  as  gain  or  less  Ireur  the  sale  er  exchange 
el  a  capital  irssety  -(B)-  Irenr  the  cutting  er  disposal  el 
timber  il  section  444  -(j)-  el  such  cede  is  applicable 
to  such  gain  er  lossy  er  -fO)-  Irenr  the  saley  exchange, 
ry  eenversieuy  er  ether  disposition  el  property 
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if  snob  property  is  neither  -(e)-  sleek  in  trade  er  ether 
property  ef  a  kind  whieh  wenld  properly  he  melndible 
in  inventory  if  en  hand  at  the  eiese  ef  the  taxable  year^ 
ner  -{ii}-  property  held  primarily  for  sale  te  easterners  in 
the  ordinary  eenrse  ef  the  trade  er  business-f 

^-f§}-  The  dednetien  for  net  operating  losses  pre¬ 
sided  in  seetien  2d  -fs}  ef  sneh  eede  shall  net  he  allowed ; 

“■(•6-)  -f-A-}  K  any  ef  the  ineeme  derived  from  a 
trade  er  business  -(ether  than  a  trade  er  hnsiness  ear- 
ried  en  by  a  partnership}-  is  eemmnnity  ineeme  nnder 

/./vnimnmtTr  i  tvAtiovft r  1  >>  in  >  i n ■  1 1  4i~> eoniP- 

v  Uil  1111  ttl  ITT  i  JJTvTpLl  1  \  ill  \\  ib  ttj^/ J/l  le  it  tlx  v  T  v7  o  ILL  11  illl_  Ulll  v  ? 

all  ef  the  gross  ineeme  and  dednetiens  attrihntahle  te 
sneh  trade  er  business  shall  he  treated  as  the  gross  in¬ 
eeme  and  dednetiens  ef  the  husband  tndess  the  wife 


trel  ef  sneh  trade  er  besmessr  m  wbieh  ease  all  ef  sneh 
gross  ineeme  and  dednetiens  shah-  he  treated  as  the  gross 
ineome  and  dednetiens  ef  the  wife-j 

“-(Ef  if  any  portion  ef  a  partner's  distributive  share 
ef  the  net  income  er  less  from  a  trade  er  business  earried 
en  by  a  partnership  is  community  income  er  less  nnder 
Em  eemmnnity  property  laws  appbeable  te  sneh  sharey  all 
ef  sneh  distributive  share  shall  he  ieeluded  in  eemputmg 


the  net  earnings  from  s 


ef  sneh 
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and  no  part  el  seek  share  shah  be  taken  into  account 
in  eomputhig  the  eel  earnings  from  self  employment  el 
tbe  epeuse  el  such  partner^ 

4n  the  ease  el  any  -tenable  year  beginning 
en  er  after  the  effective  bale  specified  in  seetien  221, 
-fbtf  tbe  term  ‘possession  el  tbe  bhnted  States’  as  used 
in  seetien  554-  el  tbe  Internal  Revenue  Cede  shall  net 
inelude  Puerto  RieeT  and  -(44)-  a  citizen  nr  resident  el 
Puerto  Riee  sbab  compute  bis  net  earnings  from  sell- 
in  tbe  same  manner  as  a  citizen  el  tbe 


4-nited  States and  without  regard  te  tbe 
seetien  deb  el  sueb  eedea 

-‘-f S)  There  sbab  be  excluded  income  derived  Irem 
a  trade  er  business  el  publishing  a  newspaper  er  other 
publieation  having  a  paid  circulation,  together  with  tbe 
derived  from  ether  activities  conducted  in  een- 


wbb  sueb  trade  er 
ab 


3S 7  and  there  sbab  be 
te  sueb  ineeme. 


44  tbe  taxable  year  el  a  partner  is  different  from  that  el  tbe 
partnership,  tbe  distributive  share  which  be  is  repaired  te 
inelude  in  computing  bis  net  earnings  from  seb-ori iploymei p 
shall  be  based  upon  tbe  net  ineeme  er  less  el  tbe  partnership 
for  any  taxable  year  el  tbe  partnership  (-even  though  begin¬ 
ning  prior  te  44154)  ending  within  er  with  bis  taxable  year. 
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“Self  Employment  -I-neomc 

“  (■!>)  hhe  term  Ueff-employmcnt  income1  means  the  net 
earnings  front  self  employment  derived  by  an  individual 
-(other  from  a  nonresident  alien  individual)-  during  any 
taxable  year  beginning  after  4fr49g  except  that  such  term 
shall  not  include — 

“■  (1)  hhat  part  of  the  net  earnings  from  selfr 
employment  which  is  in  excess  ofr  -(A)-  $3frfOQ; 

-(B)-  the  amount  of  the  wages  paid  to  snefr 
during  the  taxable  year-;  or 

“■  (2 )  hhe  net  earnings  from  self-employment, ■  if 
sueh  net  earnings  for  the  taxable  year  are  less  than 
$4UU 

In  the  ease  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  22-1-,-  an  individual  who  is 
a  citizen  of  Puerto  B-ieo  -(hut  not  otherwise  a  citizen  of  the 
United  States)-  and  who  is  not  a  resident  of  the  United 
'States  during  sueli  taxable  year  shah  be  considered;  for  the 
purposes  of  this  subsection;  as  a  nonresident  alien  mdmduab 
An  individual  who  is  not  a  citizen  of  the  United  States  hut 
who  is  a  reside 

date  specified  in  section  221)-  a  resident  of  Puerto  Bieo 
shah  not;  for  the  purposes  of  this  subsection, ■  he 
to  he  a  nonresident  alien 


of  the  Uirgin  Islands  or  (after  the  effective 
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“Trade  or  Business 

—  (of  The  term  ‘trade  or  business’,  when  used  with 
reference  te  self  employment  income  or  net  earnings  from 
self  employment?  shall  have  tbe  same  meaning  us  when 
used  m  section  Ml  of  the  Internal  Revenue  Code,  except 
that  such  term  shall  not  include — 

“  (1)  The  performance  of  the  functions  of  a  puhlie 


66 


of  service  by  an  individual 


s  \  l<  nil  i>|  n  111  i 1  /  /  \  f  1 4  p-U  fl  i  V)  Kjet'y  U  U  ‘  /I  /mppi  1  w  til  m 

cl o  rrrt  viil|liu  \  IT  (ttt  1 1 t  r  l nil ii  M  i  v  irr  iit  oi  i  l \j vi  i  ttt  otv 

tion  2-M4  faf  -(16}  fBf  or  section  MO  faf  (-18) 

llll 

Try  II 11 


who  has  attained  the  age  of 


eighteen)  ; 

“  (3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532  of  the  Internal  Revenue  Code ; 

(4)  The  performance  of  service  by  a  duly  er- 
dainedy  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 


religious  order  in  the  exercise  of  duties  required  by 


such  order-;  or 


The  perfect 
in  the  exercise  of  his 
dentisty 


of  service  by  an  indivh 
m  as  a  physician-,  lawyer, 
try  or  optome 


tristy  or  as  a  Christian  Science  practitioner,  or  as  an 
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aeronautical,  chemical?  civil? 
metallurgies,  er  mining  engineer-?  nr  the 
el  sunk  service  by  a  partnership? 

“Partnership  ami  -Partner 

—  (4)  Fbe  term  ^partnership-  ami  the  terns  ^partner* 
shah  ham  the  same  meaning  as  when  aseh  in  supplement 
F  el  chapter  4-  el  the  Internal  Revenue  Cohe. 

iLhavehle  Fear 

-(e)-  4-be  term  haxable  gear-  shah  have  the  same 
meaning  as  -when  used  in  chapter  4  el  the  -Internal  Revenue 
Code;  and  the  taxable  year  el  any  individual  shall  he  a 
calendar  year  unless  he  has  a  different  taxable  year  ler  the 
purposes  el  chapter  4  el  such  cede?  in  which  ease  his  taxable 
year  ler  the  purposes  el  this  title  shah  he  the  same  as  his 
taxable  year  under  such  chapter  4? 


CREDITING  ©n  SELF  EMPLOYMENT 


YEARS 


50 


2-4-2-.  For  the  purposes  el  determining  the  average 
monthly  wage7  quarters  el  coverage?  and  years  el  coverage? 
the  amount  el  self  employment  ineomo  derived  during  any 
taxable  year  shall  he  credited  te  calendar  years  as  follows? 
“  (1)  In  the  ease  el  a  taxable  year  which  is  a 
calendar  year,  er  which  begins  and  ends  in  the  same 

aide  year  shah  he  credited  te  such  calendar  year? 
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“-(-2-)-  fo  the  ease  el  ft  taxable  yea*  which  begins 
in  efte  calendar  year  and  eftds  m  another  calendar 
year,  the  calendar  year  in  whieh  saeh  taxable  year 
began  shall  be  eredhe-d  with  the  same  proportion  el 
the  sell  empleyment  income  derived  during  the  taxable 
year  as  the  number  el  months  in  such  calendar  year 
which  are  included  in  sneh  taxable  year  is  el  the  num¬ 
ber  el  menths  in  the  taxable  year,  and  the  balance  el 
such  sell- employment  income  shah  be  credited  te  the 
calendar  year  in  which  such  taxable  year  ended.-  her 
the  purposes  el  this  paragraph  a  bastion  al  part  el  a 
month  shall  he  considered  as  a  month. 

■“qfambr  Qmxmren  of  oovek-we 


&EOr  21 3.  -faf  Dor  the  purposes  el  this  title — 

“-( 1)-  4he  term  -quarter',  and  the  term  Calendar  quar- 
terb  means  a  period  el  three  calendar  months  ending  on 
March  bb  dune  30y  September  bOj  er  December  34-r 

“-f2)  -fbf  4be  term  hpiart.er  el  coverage'  means,  in  the 
ease  el  any  quarter  occurring  prior  te  1950,  a  quarter  in  " 
whieh  the  individual  has  been  paid  $50  er  more  in  wages.  4n 
the  ease  el  anv  1 1  i dtvidual  who  has  been  paid,  in  a  calendar 
year  prior  te  dObOy  $bT900  er  mere  in  wages  each  quarter 
el  such  year  lebewing  his  hrst  quarter  el  coverage  shall  be 


a  quarter  el  coverage,  excepting  any  quarter  in  such 
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ttaq y  in  ~\tt n i oil  *011  on  1 1 
\  l  ill  111  \V  IlTv  11  u civil  71 


died  er 


entitled  to  a 


primary  insurance  benefit  and  any  quarter  succeeding  such 
quarter  in  wtoieb  be  died  er  became  se  entitled. 

-  (E-)  44te  term  -quarter  to  eeveragc*  means,  in  tbe  ease 
el  a  quarter  eeenrring  after  494to  a  fftiftre^r  to  which  tbe 
indtoidnal  baa  been  paid  $499  er  mere  in  wages  or  tor  which 
be  baa  been  eredbed  -(as  determined  nnder  snbseetion  -fb$$ 
witb  $299  er  mere  to  seif  employment  toeenuq  except 
that — 

--fi$  ne  quarter  after  tbe  quarter  to  wddeb  such 
individual  died  sbab  be  a  quarter  to  eeverageq 

--(44)-  ne  quarter  any  part  to  wtoieb  ia  included  to 
a  peried  ef  disability  -{as  defined  to  seetien  249  (i(-)-, 
ether  than  tbe  initial  er  last  quarter^  shall  be  a  quarter 

i4«4)-  if  tbe  sum  ef  tbe  wages  paid  to  an  n 
to  a  calendar  year  and  bis  a 
credited  te  such  year  -fas  determined  under  seetien  242$ 
is  equal  te  er  exceeds  $3t9$97  ^^eb  quarter  ef  such  year 
shall  -(subject  to  clauses  -(if  and  $ii$$  be  a  quarter  to 
eeverageq  and 

--(iv$  ne  quarter  shad  be  eeunted  as  a  quarter  ef 
coverage  prier  te  tbe  beginning  to  such 
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el 


Income  to  Quarters  in  a 
Calendar  -Year 


“  (b)  Eor  the  purposes  el  subsection  -(ft) — 

-“-(1-)  If  an  individuals  self-employment 


under  see- 
of  sueh  seh- 
to  each  quarter 


credited  to  a  calendar  year  -(as 
tien  21-2)  is  $800  or 

in  sueh  year? 

“  (2)-  -Eve  opt  as  provided  in 

art  income 


calendar  year  is  less  than  $800,  the  hrst  $200  thereof 
shall  be  credited  to  the  last  quarter  of  sueh  year  which 
is  not  a  quarter  of  coverage  by  reason  of  wages  paid  to 
him  in  sueh  yeacj  and  the  balance  of  sueh  self-employ¬ 
ment  income,  if  anyq  shall  be  credited  at  the  rate  of 
$200  to  each  preceding  quarter  in  the  calendar  year 
■which  is  not  a  quarter  of  coverage  by  reason  of  wages 
so  paid  until  all  of  sueh,  balance  has  been  credited.- 
If  the  individual  died  during  such  year,  the  quarter  in 
-which  he  died  shall  be  considered  to  be  the  last  quarter 
in  sueh  calendar  yea-r.- 

“-(3)  If  an  individuals  self  employment  income 
credited  to  the  calendar  year  is  less  than  $800  and  -fYf 
sueh  individual  attained  retirement  age  in  or  prior  to 
sueh  ealendar  year,  or  -(H)-  sueh  individual’s  disability 
determination  date  -(as  determined  under  section 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


61 


24-9  (ef)  eeeurs  m  seek  calendar  year;  the  first 


to  tke  first  quarter  el  seek  yea?  which  is 
eel  a  quarter  el  coverage  by  reason  el  wages 
paid  to  him,  in  seek  year,  and  tke  balance  tkereelj 
il  any;  skak  ke  credited  at  tke  rate  el  $209  te  eaek 
succeeding  cjuft.1  tei2  up  tlie  cftlendur  yefti*  wkiek  is  net  a 
quarter  el  coverage  ky  reason  el  -wages  se  paid  until 
ak  el  seek  balance  kas  keen  credited. 

-“Crediting  el  -Wages  -Paul  in  408-7- 
With  respect  te  wages  paid  te  an  individual  in 
tke  six-mentli  periods  commencing  eitker  January  4;  1937, 
er  July  4y  1-937- ;  (W)-  il  wages  el  net  less  tkan  $400  were 
paid  in  any  suck  period,  one- half  el  tke  total  anteunt  thereel 
skak  ke  deemed  te  have  keen  paid  in  eaek  el  tke  calendar 
quarters  in  seek  period^  and  -fid)-  il  wages  el  less  than  $100 
were  paid  in  any  suck  period,  tke  total  amount  thereof  shall 
ke  deemed  te  have  been  paid  in  tke  latter  quarter  el  seek 
period,  except  that  il  in  any  suck  period,  tke 
attained  age  sixty-five;  ak  el  tke  wages  paid  in  such 
skak  ke  deemed  te  have  keen  paid  betere  sunk  age  was' 


static  pen 

H  CR  VI  AGIOS  INBFIP4-NPE  BENEFITS 
“Sec.  244-t  Per  tke  purposes  el  this  title — 


B  ANB 
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* ‘Fully  Insured 
44  -fl-)-  ?fee  term  %%  fe 
wfee  had  net  less  tlian- 


means  any 


“  (  A)  ene  quarter  el  coverage  4s  determined 
under  section  24-3  -(4  44  ^  each  twe  el  tire 
quarters  elapsing  alter  4-9367  er  alter  tfee  quarter  in 
wfeiefe  fee  attained  tfee  age  el  twenty-one,  whichever 
quarter  is  laterj  and  up  te  fent  excluding  tfee  quarter  in 
wfeiefe  fee  attained  retirement  age7  er  died,  wliiefeever 
ferst  eceurredy  and  in  ne  ease  less  tfean  six  quarters  el 


ps  el  coverage  -witfein  tfee  lerty- 
r  period  ending  with  tfee  quarter  in  wfeiefe  fee 
age  er  with  any  subsequent  quarter 
er  ending  with  tfee  quarter  in  wfeiefe  fee  diedy  er 
44  ^4  quarters  el  coverage-* 
net  eeunting  as  an  elapsed  quarter  ler  purpeses  el  sub¬ 
paragraph  44  and  net  eeunting  as  part  el  tfee  forty  quarter 
period  referred  te  in  subparagraph  44  any  quarter  any 
part  el  -which  is  included  in  a  period  el  disability  -fas  defined 
in  seetion  24-9  44  unless  suefe  quarter  is  a  quarter  el 
eoverage.  When  tfee  number  el  elapsed  quarters  specified 
in  subparagraph  44  ^  an  edd  number,  ler  tfee  purposes  el 
suefe  subparagraph  suefe  number  shall  fee  reduced  fey  erne 
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D  an  hnfiyh 


age  is  nefi 


upen  attainment  el  retirement 
(l-)-T  a  fully  insured  h 


but  (were  it  net  fee  bis  attainment  el  retirement  age) 
-would  have  been  entitled  te  a  disability  insurance  benefit 
for  tbe  month  in  whleh  he  attained  retirement  age  or  for 
any  subsequent  month,  he  shall  be  a  fully  insured  mdiyidual 
beginning  -with  the  first  month  for  which  he  would  have 


purpose  of  determining 
been  so  entitled  te 
tien  for  old-age  ins 
as  an  aonlie  alien  for  disability 


an 


would  have 


benefits,  his 

o n  o 1 1  im 

0 11 1 1 1 1  II  v 

benefitsr 


‘‘Currently  Insured  Indiyidual 


means 


“  (b)  4he  term  b 

any  indiyidual  who  had  net  less  than  sis  quarters  of 
during  the  thirteen-quarter  period  ending  with  the  quarter  in 
which  he  diedy  excluding  from  such  period  any  quarter  any 
part  of  which  is  included  in  a  period  of  disability  unless  such 

ono  t»I qt*  m  n.  nno ylor  nil  n  (TO 

III  till  1  LI  To  it  ttttttitJtT  v/T  tvTTTtT^vT 

‘  ‘<  ■  o-y-rmT- a t ion  oe  peiojfap¥  ususuEAPeE  amount  ap© 

DISAEIEPPy  TNSUEAN0E  EENEEtP 


^b^EOr  54 St  Per  the 
“Primary  Insurance 


of  this  title — 
and  Disability  Insurance 


U 


(af  An 


insurance  amount^  and 
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lu  ell  1  cl iUU LI  11 1 


an  individual's  ^disability  insurance 
equal  to  tbe  stm  el  the  following : 

■-  (4-)-  bis  base  amount  mubiplied  by  bis 

n  ti  nu  fo  of  Ay  on  /I 
lb  HU  1  j.  J.  civ,  l/U  1  j  cl  x  1 H 

“  (2)  one-ball  ol  4-  yea  eentum  ol  bis  base  amount 
multiplied  by  tbe  number  ol  bis  years  ol  ooverager 
When  tbe  primary  insurance  amount  or 
benefit  thus  computed  is  less  than  $2n7  it  shall  be  h 
to  $20t  -(Eor  special  rules  applicable,  in  certain  cases,  lor 
tbe  computation  ol  tbe  primary  insurance  amount  ol  an 
who  died  prior  to  -4000  or  who  was  paid  a  primary 

~K  All  f  141*1  AV  A  1  Q  lA  one  oaoIi  ah  111  i  a  ^ArMol 

■ttellt  il  l  T71  lUf  T7t7  1  T/OTTJ  T5t7t7  kTtjtTtTttTT  TTT  tTT  Ttit7  IJUtUlI 

Act  -Amendments  ol  4944bf 
-Ease  Amount 

li)b)-  An  individual's  ‘base  amount'  moans  an  amount 
equal  to  §0  per  eentum  ol  tbe  first  $100  ol  bis  average 
wage  plus  4-0  per  centum  ol  tbe  next  $-200  ol  sueb 


Average 


Wage 

--(e)-  -(4-)-  An  individual-s  Average  monthly  wage^ 
means  tbe  quotient  obtained  by  dividing  -(A)-  tbe  total  ol 
bis  wages  and  sell-employment  income  during  all  bis  years 
ol  coverage  alter  bis  starting  datey  by  -(E)-  Ore  product  ol 
twelve  times  tbe  number  ol  bis  years  ol  eoverage  alter  sueb 
dateq  except  that  il  in  any  ease  tbe  product  deter- 
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mined  under  clause  -(44)-  is  less  than  sixty  it  shall  he 


inereased  to  sixty.  4mr  the  purposes  ef  this  paragraph  an 


individuals  -starting  date*  shall  he  49-36,-  1949,  er  the  year 
in  which  he  attains  the  age  el  twenty  one,  whichever  results 
in  the  highest  average  ninthly  wager 

*--(-2)  41  an  individuals  average  monthly  wage  eom- 
puted  under  paragraph  -f4}-  is  less  than  $§67  his  average 
monthly  wage  shall  he  inereased  to  $56r 

-(3)  hen  the  pm-poses  el  this  subsection — 


calendar  year  alter  1949,  the  cxeess  over  ’$3,600  el 
-i+f-  the  wages  paid  to  him  in  sueh  year,  plus  -(hf  the 
sell-employment  income  credited  to  sueh  year  -(as 
determined  under  section  21-2)  ;■ 

4-(B)  il  the  total  el  an  individual-s  wages  and  seb- 


lor  any  ealendar  year  is  not  a 


lower  multiple  ol  $ly  and 


“-(G)  il  an  individuals  average  monthly  wage  eom 


a  multiple  ol  $47  it  shall  he  reduced  to  the  next  lower 


multiple  ol  $4r 
44.  E.  6000 - 5 
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H  q 

X  cXv.  lUr 


■—(d)  4ft  the  ease  of  any  individual  who  dies  of  attains 
retirement  ago  before  49-56  or  dies  before  tbe  year  in  -which 
he  attains  the  age  of  twent-v-eight,  the  continuation  factor 
shah  he  oner  In  ah  eases,  the  continuation  factor  of  an 
individual  shah  he  the  quotient  obtained  by  dividing  -(4)- 
the  number  of  his  years  of  coverage  after  his  starting  date? 
or  the  number  -whichever  is  the  greater,  by  -(h)-  the 
of  his  continuation  factor  years-;-  except  that  if  such 
is  greater  than  one  it  shah  be  reduced  to  oner  her 


the  purposes  of  this 

oli  11  1ia  1  Q  av  1  Q  A  Q 
iblltlll  U vi  X  vl  U X  X  t/  o  y 

fo  otAV  TT  |  o 
ItvC  tui  •  X  X  lu 


g  an  mdividuars  starting  date 
results  in  the  higher  een- 
factor  years  shah  be  the 


calendar  years  elapsing  after  his  starting  date  -(or  after  the 
year  in  which  he  attained  the  age  of  twenty-on ey  if  later )- 
and  prior  to  the  year  in  which  he  attained  retirement  agey 
or  died,  whichever  hrst  occurred,  orj  if  the  computation 
r  this  subsection  is  being  made  for  an  individual  who  is 

disability,  prior  to  the  year  in  which  oecurs  his  disability 
determination  date  -(as  determined  under  section  249  -(c)-)- 
for  such  disability;  but  no  such  calendar  yeaiy  any  part  of 
which  was  included  in  a  period  of  disability  -(as  defined  in 
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seetion  219)  -fi^y  shah  fee  a  continuation  factor  year  unless 
suefe  calendar  year  was  a  year  of  coverage. 

“Y-car  of  Coverage 

“  (c)  A  ^year  of  coverage’  for  any  individual  means — 
“  (1)  in  tfee  ease  of  any  calendar  year  prior  to  1959, 
a  year  in  wfeiefe  tfee  sum  of  tfee  wages  paid  to  feim  in  suefe 
year  was  $ 290  or  morc-j  and 

-(-2)-  in  tfee  ease  of  any  calendar  year  after  1949, 
a  year  in  -which  tfee  sum  of  (A)  tfee  wages  paid  to  feim 
in  suefe  year  and  -(34)-  feis  self  employment  income  cred¬ 
ited  to  suefe  year  -fas  determined  under  seetion  212) 
was  $499  or  merer 

“Treatment  of  Wages  and  Self-employment  Income  in  Year 

of  Computation 

^^-ff)-  3?er  tfee  purposes  of  tfeis  seetion  -(other  tfean  sufe- 
seetion  -(g)-) — 

—  ( 1 )  in  computing  an  individuals  average  monthly 
wage  and  feis  years  of  coverage  with  respeet  to  an  appli 
cation  for  old  age  or  disability  insurance  benefitsy  there 
shall  fee  taken  into  aeeeunt  only  tfee  self  employment 
ineomc  of  suefe  individual  for  taxable  years  ending  prior 
to  tfee  date  on  wfeiefe  fee  tiled  suefe  application^  and  there 
shall  fee  counted  only  tfee  wages  paid  to  fefen  prior  to 
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ike  quarter  in  which  he  filed  seek  application?  4?er  ike 
purposes  of  ikis  paragraph  an  individual  who  was  en¬ 
titled  lo  disability  insurance  benefits  for  Ike  month  pre¬ 
ceding  ike  niontk  in  winch  ke  attained  retirement  age 
skafi  ke  deemed  to  ka¥e  filed  an  application  for  old-age 
insurance  benefits  on  ike  dale  ke  attained  retirement 
age-^  and 


“  (0)  in  computing  Ike  average  monthly  -wage  antt 
ike  years  of  coverage  of  an  individual  who  died,'  there 
shall  not  ke  counted  -wages  -(other  than  compensation 
described  in  section  SO#  -(p)-)-  paid  in  or  after  ike  quarter 
in  wkiek  ke  died. 


feien  of  Benefits 


U 


-(g)-  -(4-)-  After  an  individual’s  primary  insurance 
amount  has  been  determined  under  this  section  -(or  under 
section  -44-4  of  ike  Social  Security  Aet  Amendments  of  1044b 
if  applicable) ,  there  shall  be  no  rccomputation  of  snek  in¬ 
dividuals  primary  insurance  amount  except  as  provided  in 
this  subsection  orj  in  Ike  ease  of  a  World  War  44  veteran  who 
dies  after  1-949  and  prior  to  July  SA  l-9-#4,  as  provided  in 
section  S47-  -(b)-?  An  individual’s  disability  insurance  bene¬ 
fit  shall  not  be  recomputed  except  as  provided  in  paragraph 
-(A)-  of  this  subsection. 

“  (S)  Upon  application  by  an  individual  entitled  to 
old  age  insurance  benefits,  Ike  Administrator  shall  reeom 
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pute  his  primary  insurance  amount  if  the  application  therefor 
is  bled  after  the  twelfth  month  for  whieh  defections  under 
section  203  -(b)-  -(4-)-  and  -(2)-  have  been  imposed  -(within 
a  period  of  thirty'  sis  months)-  with  respeet  to  sneh  benefit, 
not  taking  into  account  any  month  prior  to  4050  or  prior 
to  the  earliest  month  for  which  the  last  previous  compu¬ 
tation  of  his  primary  insurance  amount  was  effective.  A 
recomputation  under  this  paragraph  shah  take  into  account 
only  (A)'  wages  paid  to  such  individual  prior  to  the  year 
in  which  such  application  is  hied  and  -(E)-  his  self  employ¬ 
ment  income  for  taxable  years  ending  prior  to  the  date  of 
sueh  application.  Such  recomputation  shall  be  effective 
for  and  after  the  month  in  which  sueh  application  is  hied: 

“(3)  4f  upon  application  by  an  individual  for  old  age 
or  disability  insurance  benefits  such  individual  had  less  than 
hve  years  of  coverage-, ■  the  Administrator  shah  recompute 
his  primary  insurance  amount  or  his  disability  insurance 
benchtj  as  the  ease  may  bey  by  taking  into  account  only 
■(A)'  the  wrages  and  sclf-empl oyment  income  which  -were 
included  m  the  original  computation  of  his  average  monthly 
wage  and  -(E)-  his  self  employment  income  for  the  taxable 
year  m  which  he  hied  application  for  the  old  age  or  dis- 

ehectivc  for  and  after  the  hrst  month  following  the  close  of 


sueh  taxable  year? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


70 


“  (4)  Upon  the  death  after  1949  of  an  individual  en¬ 
titled  to  old-age  insurance  benefits,  if  any  person  is  entitled 
to  monthly  benefits,-  or  to  a  lump-sum  "death  payment^  on 
the  basis  of  the  wages  or  self -employment  income  of  sneh 
b  the  Administrator  shall  recompute  the  decedent-’ s 
insurance  amount,  but  -fexeept  as  provided  in  para¬ 
graph  (3  -)  -)  only  if — 

“  (A)  the  decedent  -would  have  been  entitled  to  a 
reeomputation  under  paragraph  -f2)-  if  he  had  filed 

o  •nn]  iPq  4  1  All  fli  oyolAv  m  n  ( \ 1 a  fli  in  lin  r]  i  Afl  »  nv 

It  If  |J 111  1 1  LIU II  111U1  vlt/l  Hi  LI t U  111U11  111  111  \  V  lllUll  11  v_/  Ul U Ll  y  U 1 

■“  (B)  the  decedent  during  his  lifetime  was  paid 
compensation  which  is  treated7  under  section  209  (p) , 
as  remuneration  for  employment. 

4f  the  reeomputation  is  required  by  subparagraph  (A)  ■-  the 
reeomputation  shall  take  into  account  only  the  following : 
4he  self-employment  income  of  the  decedent  for  all  taxable 


years  other  than  his  last  tunable  year,  the  wages  (other  than 
compensation  described  in  section  299  (p) )  paid  to  him 
prior  to  the  year  in  which  he  died^  and  the  compensation 
-(described  in  section  299  (p) )  paid  to  him  prior  to  his 
death.  4f  the  reeomputation  is  not  permitted  under  sub- 
paragraph  -(At)-  but  is  required  by  subparagraph  (B)  y  the 
reeomputation  shah  take  into  account  only  the  following : 
4be  wages  and  self-employment  ineomc  whieh  were  per- 
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milted  to  fee  taken  into  aeeeont  to  toe  last  previous  computa¬ 
tion  el  tfee  primary  insurance  amount  el  such  individual 
-(toelading  any  reeomputation  required  fey  paragraph  -(3)-)-,- 
aad  toe  compensation  -  (described  to  seetiea  dOd  -(p)-)-  paid 
to  him  prior  to  his  death.- 

“  (5)'  Any  rccomputation  under  this  safeseetioa  shad 
fee  effective  only  il  saefe  reeompatation  results  to  a  higher 
primary  insurance  amount  or  disability  insurance  benefitr 
hfo  saeh  rccomputation  shady  lor  toe  purposes  ol  section 
d-Od  -(a)-y  lower  the  average  monthly  wager 

“Rounding  ol  Benefits 

“-(h-)-  The  amount  ol  any  primary  insurance  amount 
and  ol  any  disability  insurance  benefit  and  the  amount  ol 
any  monthly  benefit  computed  under  section  dOd  which, 
alter  reduction  under  section  dOd  -(a)-  or  section  did  -(e)-y 
is  not  a  multiple  ol  $9rlO  shad  fee  raised  to  the  nest  higher 
multiple  ol  $0.10.- 


“OTTTrm  DEFINITIONS 
“Sec.-  ddto  Bor  the  purposes  ol  this  title — 

“Retirement  Age 

■“  (a)  The  term  ‘retirement  age-  means  age  sixty-fiver 

^Wile 

^-(b)  The  term-  -wife’  means  the  wile  ol  an  individual,- 
tot  only  il  she  -(!-)-  is  the  mother  ol  his  son  or  daughter-,-  or 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


72 


was  married  to  him  for  a  period  of  net  less  triw  three 
yeses  immediately  preceding  the  day  on  which  her 
tion  is  filed. 


^Widow 

“-(e)  hhe  teem  "widow-  (except  when  used  in  section 
292  -(g) )  means  the  surviving  wile  el  an  individual;  hat  only 
if  she  -fhf  is  the  mother  of  his  son  oe  daughter,  -f2f  legally 
adopted  his  son  oe  daughter  while  she  was  married  to  him 
and  while  such  son  oe  daughter  was  under  the  age  of  cight- 
eem  -(h)-  was  married  to  him  at  the  time  hath  of  them  legally 
adopted  a  child  under  the  age  of  eighteen,  oe  -f4f  was  mar¬ 
ried  to  him  foe  a  period  of  not  less  than  one  year  immedi¬ 
ately  prior  to  the  day  on  which  he  died. 

""Former  Wife  Ffivoreed 

2-(d-)-  4he  term  "former  wife  divorced-  means  a  woman 
divorced  from  an  individual,  hut  only  if  she  -(h)-  is  the 
mother  of  his  son  oe  daughter,-  -(2)-  legally  adopted  his  son  oe 
daughter  while  she  was  married  to  him  and  while  such  son 
oe  daughter  was  under  the  age  of  eighteen,  oe  -(h)-  was 
married  to  him  at  the  time  both  of  them  legally  adopted  a 
child  under  the  age  of  eighteen. 

ihdhld 

^^ef  4ho  term  ‘child-  means  -(4-)-  the  child  of  an  in- 
dividual,  and  -(2)-  in  the  ease  of  a  living  individual-  a  step¬ 
child  oe  adopted  ehild  who  has  been  such  stepchild  oe 
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adopted  child  lor  not  less  than  three  wars  immediately 
preceding  ike  day  on  -which  application  lee  child’s  benefits  is 
filed,-  and  -fd)-  in  the  ease  el  a  deceased  individual,  (A)  an 
adopted  child?  or  -(Df  a  stepchild  who  kas  keen  seek  stepehild 
lor  net  less  than  one  year  immediately  preceding  the  day 
en  which  seek  individual  died;  4n  determining  whether  an 
adopted  ekild  kas  met  the  length  el  time  requirement  m 
elauso  -(-2 )  ?  time  spent  in  tke  relationship  el  stepehild  shall 
he  counted  as  time  spent  in  tke  relationship  el  adopted  ekikk 
-Determination  ol  Family  Status 

^  /  l\  /  \  T  /I  a  tpviai  l  tv  l  tv  p*  a  filv  a  p  nil  ODllllPniif  l  q  tliA 

y  1  J  y  _1_  J  A  11  11  v_*  L  V  1  11  1111111  V A  HU  til  v'l  Llll  Cl  |/il  vclll  t  Iu  Li  J- U 

wile?  widow, ■  child?  or  parent  ol  a  fidly  insured  or  currently 
insured  individual  lor  purposes  ol  this  title-  tke  Administrator 
shall  apply  suek  law  as  would  he  applied  in  determining  tke 
devolution  ol  intestate  personal  property  ky  tke  courts  ol  tke 


State  in  which  suek  ms 


is  domiciled  at  tke  time 


suek  applicant  files  application,-  op  il  suek  insured  rndk 
is  dead;  kv  tke  courts  ol  tke  State  in  wkiek  ke  was  domiciled 
at  tke  time  ol  his  dec  tip  or  il  suek  insured  individual  is  or  was 
not  so  domiciled  m  any  State?  ky  tke  courts  ol  tke  District  ol 
Columbia.  Applicants  who  according  to  suek  law  would  have 


tke  same  status  relative  to  taking  intestate  personal  property 
as  a  wile,  widow,  child?  or  parent  shad  ke  deemed  suek; 

shad-  ke  deemed  to  ke  living  with  her  hus¬ 
band  il  they  are  both  members  ol  tke  same  household?  or  she 
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1  is  receiving  regular  contributions  from  him  toward  her  sup- 

2  pory  or  fee  fees  been  ordered  fey  any  eeart  to  contrifento  to  feer 

3  support ;  and  a  widow  sfeall  fee  deemed  to  feave  been  living 

4  with  feer  husband  at  the  tfene  of  feis  death  if  they  were  both 

5  members  of  the  same  household  on  the  date  of  feis  death,  or 

6  she  was  receiving  regular  contributions  from  him  toward  feer 

7  support  on  soefe  datey  or  fee  had  been  ordered  fey  any  court  to 

8  contribute  to  feer  support.” 

9  -(b)-  4fee  amendment  made  by  subsection  -fa)-  sfeall 
10  take  effect  January  4y  19507  exeept  that — 


11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


1 1 


ot 


244  of  the  Social  Security  Act  sfeall  . 


fee  applicable  -(A)-  in  the  ease  of  applications  bled 
after  September  1949  for  monthly  benefits  for  months 
after  1949,  and  -(B)-  in  the  ease  of  applications  for  lump¬ 
sum  death  payments  with  respect  to  deaths  after  -1949. 


249  of  the  Social  Security  Aet  sfeall 


fee  applicable  in  the  ease  of  applications  filed  after 
September  1949  for  monthly  benefits  for  months  after 
49444 

-f3)-  4f  the  provisions  of  section  444  of  this  Aet 
are  applicable  in  computing  any  benefits  for  months  after 
1949,  section  24b  of  the  Social  Security  Aet  sfeall  not 
be  applicable  with  respect  to  such  benefits  unless  and 
until  such  benefits  are  recomputed  under  subsection 
-fg)-  of  suefe  seetion  24br 
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WORLD  WAR  H  VETERANS 

Sec.  49§t  T-itlc  44  of  the  Social  Security  Act  is 
amended  hy  striking  out  section  240  and  hy  adding  after 
section  240  -(added  hy  section  404  -(a)-  of  this  Act)-  the 
following: 

“benefits  in  case  of  world  war  h  veterans 

017  ( T^av  ~nii /I otoTTninin rr  onfitl p 

DI7U7  cl  i  ,  1  LL  I  T  Ur  T7  U  I  I M  Into  T7T  114  tL  1 11 1111  HIM  Wll  Li  tl\J 

ment  to  and  the  amount  of  any  monthly  benefit  for  any 
month  after  1949,  or  entitlement  to  and  the  amount  of  any 
lump  sum  death  payment  in  ease  of  a  death  after  -1-949,- 
payablc  under  this  title  on  the  basis  of  the  wages  or  self- 
employment  ineome  of  any  World  War  44  veteran7  sneh 
veteran  shall  he  deemed  to  have  been  paid  wages  -(in  addi¬ 
tion  to  the  wage%  if  anyy  actually  paid  to  him)  of  $160  in 
each  month  during  any  part  of  whieli  he  served  in  the  active 
military  or  naval  service  of  the  United  States  during  World 
War  44v  4his  subsection  shall  not  he  applicable  in  the  ease 
of  any  monthly  benefit  or  lump-sum  death  payment  if  a 
larger  benefit  or  payment,  as  the  ease  may  hey  would  he 
payable  without  its  application.- 

“-(b)-  -(4)-  4n  the  ease  of  any  World  War  44  veteran 
who  dies  during  the  period  of  three  years  immediately  fol¬ 
lowing  his  separation  from  the  active  military  or  naval 
service  of  the  United  States  and  who  -(f)-  died  prior  to  1950 
and  on  the  basis  of  whoso  wrages  no  monthly  benefit  for  any  * 
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month  prior  to  40f>2  was  paid  and  no  lump-sum  death 
payment  was  made,  or  -{hf  died  after  1949,-  sueb  veteran 
shah  he  deemed  to  have  died  a  fohy  insured  individual  with 
an  average  monthly  wage  of  $4-60  andy  for  the  purposes  of 
seetion  24-0  -(of  -f2)-y  to  hove  been  paid  $400  in  wages  in 
each  calendar  year  in  which  he  had  thirty  days  or  more  of 
active  military  or  naval  serviee  after  September  44b  1940? 
and  prior  to  Only  27-7  1054  4his  subsection  shall  not  he 
applicable  in  the  ease  of  any  monthly  benefit  or  lump-sum 
death  payment  if — 

‘4(  A)  a  larger  sueb  benefit  or  payment^  as  the  ease 
may  bey  would  he  payable  without  its  application ; 

‘4(34)  any  pension  or  compensation  is  determined 
hy  the  Veterans’  Administration  to  he  payable  by  it  on 
the  basis  of  the  death  of  sueb  veteran^ 

-‘■‘-(C)-  the  death  of  the  veteran  occurred  while  he 
was  in  the  active  military  or  naval  service  of  the 
funded  States ;  or 

“-(-D)  sueb  veteran  has  been  discharged  or  released 
from  the  active  military  or  naval  service  of  the  United 
States  subsequent  to  July  2th  1051. 

“  (-2)  Upon  an  application  for  benefits  or  a  lump-sum 
death  payment  on  the  basis  of  the  wages  or  self  employment 
income  of  any  -W orld  War  44  veteran,  the  Uederoi  Security 
Administrator  shall  nneke  a  decision  without  regard  to  para- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


77 


graph  -(4-)-  -{H)-  of  this  subsection  unless  he  has  been  notified 
by  the  -Veterans’  Administration  that  pension  or  compcnsa 
that  is  determined  to  be  payable  by  the  Veterans’  Admin¬ 
istration  by  reason  of  the  death  of  such  veteran.  The 
Federal  ’Security  Administrator  shall  thereupon  report  such 
decision  to  the  Veterans’  Administration.  If  the  V cterans-’ 
Administration  in  any  such  ease  has  made  an  adjudication 
or  thereafter  makes  an  adjudication  that  any  pension  or 
compensation  is  payable  under  any  law  administered  by 
kj  it  shall  notify  the  Federal  Security  Administrator,  and  the 
Administrator  shall  certify  no  further  benefits  for  payment, 
or  shall  recompute  the  amount  of  any  further  benefits  pay¬ 
able,  as  may  be  required  by  paragraph  -flj-  ef  this  subsection. 
Any  payments  theretofore  certified  by  the  Federal  Security 
Administrator  on  the  basis  of  paragraph  -f4)-  of  this  sub¬ 
section  to  any  individual,  not  exceeding  the  amount  of  any 
accrued  pension  or  compensation  payable  to  him  by  the 
Veterans’  Administration,  shall  (notwithstanding  the  pro¬ 
visions  of  section  of  the  Act  of  August  Ilfi  19fi5,  as 
amended  -f3&  IF  Sr  fity  seer  151a) )  be  deemed  to  have  been 
paid  to  him  by  such  Administration  on  aecount  of  such 
accrued  pension  or  compensation.-  Ao  such  payment  certi¬ 
fied  by  the  F ederal  Security  Administrator,  and  no  payment 
certified  by  him  for  any  month  prior  to  the  first  month  for 
which  any  pension  or  compensation  is  paid  by  the  Veterans’ 
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Administration  shall  be  deemed  by  reason  el  Ibis  subsection 
to  have  been  an  erroneous  payment. 

“  (c)  4n  tbe  ease  el  any  World  War  44  veteran  who 
bas  died  prior  to  4000;  proof  of  support  required  under 
section  SO#  -(ff  may  be  bled  by  a  parent  at  any  time  prior 
to  July  4000  or  prior  to  tbe  expiration  of  two  years  after 
tbe  date  of  tbe  death  of  sueb  veteran;  whichever  is  tbe  later: 

-(d)  There  are  hereby  authorized  to  bo  appropriated 
annually  to  tbe  Trust  -Fund  sueb  sums  as  may  be  ncecs- 
sary  to  meet  tbe  additional  eest;  resulting  from  this  section; 
of  tbe  benefits  -(including  lump-sum  death  payments)-  pay¬ 
able  under  this  title. 

— (ef  For  tbe  purposes  of  this  seetion — 

—  (-1)  The  term  EWorld  War  44-  means  tbe  period  be¬ 
ginning  with  September  40;  4040;  and  ending  at  tbe  close 
of  Judy  #4;  4044: 

“■(■#)  Tbe  term  ‘World  War  44  veteran’  means  any 
individual  who  served  in  tbe  aethve  military  or  naval  service 
of  tbe  United  States  at  any  time  during  World  War  44  and 
who,  if  discharged  or  released  therefrom,  was  so  discharged 
or  released  under  conditions  other  than  dishonorable  after 
active  serviee  of  ninety  days  or  more  or  by  reason  of  a  dis¬ 
ability  or  injury  incurred  or  aggravated  in  serviee  in  line  of 
duty ;  but  sueb  term  shall  not  include  any  individual  who 
died  while  in  tbe  active  military  or  naval  service  of  tbe 
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1  United  States  it  Ids  death  was  inflicted 

2  enemy  of  the  United  States)-  as  lawful 

3  military  or  naval  offense.-’ 

4  COVERAGE  OE  STATE  AN-B  LOCAL  EMPLOYEES 


than  hy  an 
foe  a 


Secs  106.  Title  44  of  the  Soeial 


Aet  is  amended 


6  hy  adding  after  seetien  247-  -(added  hy  seetien  49b  of  this 

7  Act)  the  following : 

8  ‘-VOLUNTARY  AGREEMENTS  EOR  COVERAGE  OE  STATE  ANB 


9 


LOCAL  EMPLOYEES 


10 

11  -“Sec.  248t  -(a)-  -(4)-  The  Administrator  shall,  at  the 

12  request  of  any  State,-  enter  into  an  agreement  with  sneh 

13  State  for  the  purpose  of  extending  the  insurance  system 

14  established  hy  this  title  to  services  -(not  otherwise  included 

15  as  employment  under  this  tde)-  performed  hy  individuals  as 

16  employees  of  sneh  State  or  any  political  subdivision  thereof- 

17  -Each  sueh  agreement  shall  contain  sueh  provisions,  not  ineon- 

18  sistent  with  the  provisions  of  this  seetiorq  as  the  State  may 

19  request. 

20  “  (2)  Notwithstanding  section  240  -(a)^  for  the  purposes 

21  of  this  title  the  term  employment-  includes  any  agricultural 

22  labor,  domestic  service,  or  service  performed  hy  a  student, 


23  included  under  an 


24 


entered  into  under  this  scetion.- 
■“Ecfinitions 


25 
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(bf  Eor  the 


of  this  section- 
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« 


-(4 )-  4ke  term  -State1  dees  net  include  ike  District 

ef  kolumkiftT 

-■  (2-)  ffike  teem  ^pebtieal  subdivision-’  includes  an 
instrumentality  el  -(A)-  a  State,  -(44)-  eee  er  more  politi- 
eal  subdivisions  el  a  Slate,  or  -(41)-  a  State  and  eee  er 

“ (3)  Ahe  term  ‘employee’  includes  an  officer  el 
a  State  or 


11-(4)-  Abe  term  Retirement  system1  means  a  pen¬ 
sion,-  annuity,  retirement,  or  similar  land  or  system  estak- 
ksked  ky  a  State  or  ky  a  political  subdivision  thereof-; 
and  the  term  ^State-wide  retirement  system’-  means  a 
retirement  system  established  ky  a  State  which  covers 
any  class  or  classes  el  its  employees  and  any  elass  or 
classes  el  employees  el  one  or  mere  political  subdivisions 
el  the  State  or  covers  any  class  or  elasses  ef  employees 
el  -two  or  mere  political  subdivisions  ef  the  Stater 

-(-5)  ffike  term  ^coverage  group’  means  -(A)-  em¬ 
ployees  ef  the  State  other  than  those  in  positions  covered 
ky  a  State-wide  retirement  system,  -(41)-  employees  el  a 
political  subdivision  ef  a  State  other  than  these  m  posi¬ 
tions  covered  ky  a  State-wide  retirement  system?  or  -(G)- 
ef  the  State  and  employees  ef  its  political 


subdivisions  who  are  in  positions  covered  ky  a  State  wide 
retirement  system. 
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U 


O 

“  /O 


-Services  Govered 

■{ef  -f4f  A»  agreement  under  this  seetien  stett  fee 
with  respect:  to  tew  one  or  mere  coverage  groups 
fey  the  Stator 

(A)-  4ft  tfee  ease  of  eaefe  coverage  group  to  which  toe 


agreement 


hes7  toe 


in  net  i  Ti  oi  nrlo  oil 
HI  Li  ul  IllultttlU  till 


-fetoer  than  services  excluded  fey  or  pursuant  to  sufeseetieft 
-fd}-  or  paragraph  -f3)-  eii  -(&)-  Ads  * 
formed  fev  individuals  as  members  of  such 


per- 


iC  /  Q 


(to)-  Such  agreement  shady  if  the  rotate  requests  dy 
-(in  toe  ease  of  any  coverage  groups  any 


xf  im 
7i  ctll 


jompensatioft  for 
^{4f  tohe 
statoy  modify  toe 
melude  anv 


or  all  serviees  m  aev  elass  or  elasses 

«/ 

rtAoi  ti  Ai~>  o  Ay  Tl  ACllfl  AVI  O  til  A 

|1  v/  ol  HU  11  o  y  U 1  I J  U  oil  1U  llij  til  L" 

is  oft  a  fee  feasisr 

sfealfe  at  toe  request  of  aey 
with  sued  State  so  as  to  -(A-)- 
group  to  which  toe  agreement  did 
et  previously  applyy  or  -(to)-  ineludey  in  toe  ease  of  any 
overage  group  to  which  toe  agreement  appliesy  serviees 
rcviousfv  excluded  from  toe  agreement  feut  toe  agreement 
s  so  modified  may  not  fee  inconsistent  with  the  provisions 
f  this  section  applicable  m  the  ease  of  an  original 
eith  a 


“  (-5)-  Such  agreement  shall,-  if  the  State 

H.  E.  6000 - 6 
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exclude  -{in  the  ease  el  any  coverage  group)-  any  agricultural 
labor;  domestic  service,  er  serviee  performed  by  a  student; 
designated  by  tbe  State?  44ns  paragraph  shall  apply  only 
with  respeet  to  service  wldeh,  if  performed  in  the  employ 
of  ou  individual,  would  be  excluded  from  employment  by 
section  244)  -{a)-r 

“  (6)  Such  agreement  shall  exclude  ser-vlees  performed 
by  on  individual  who  Is  employed  to  relieve  him  from  unem¬ 
ployment  and  shall  exclude  services  performed  in  a  hospital; 
home,  or  other  institution  by  a  patient  or  inmate  thereof. 

“Referendum  in  Gase  of  Retirement  System 

“  (d)  -(4)-  Ho  agreement  with  any  State  may  inelude 
services  performed  iu  positions  covered  by  a  retirement 
system  in  effect  eft  the  date  the  agreement  is  entered  Into 
unless  the  State  requests  such  inclusion  and  the  Governor 
of  the  State  certifies  to  the  Administrator  that  (A)  a  written 
referendum  was  held  -{within  the  period  prescribed  in  para¬ 
graph  -(&)-  of  this  subsection-)-  on  the  question  whether 
services  in  positions  covered  by  sueli  retirement  system 
should  be  excluded  from  or  included  under  the  agreement,- 
-{Rf  an  opportunity  to  vote  m  such  referendum  was'  given 
-{and  was  lnnitcd)  to  the  employees  who  were  m  such  posi¬ 
tions  at  the  time  the  referendum  was  held  and  to  the  indi¬ 
viduals  who  on  sueh  date  were  twenty  one  years  of  age  or 
older  and  were  receiving  periodic  payments  under  sueh 
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retirement  system,  and  -(G)-  net  less  than  two-thirds  of  the 
voters  in  seek  referendum  voted  in  favor  of  including  serv¬ 
ices  in  sneh  positions  under  the  agreement. 

“  (2)  xVe  modification  of  an  agreement  with  any  State 
may  provide  for  the  inclusion  of  services  performed  in 
positions  eovered  ky  a  retirement  system  in  effect  on  the 
date  the  modification  is  agreed  to  unless  the  State 


sneh  inelusion-  and  the  Governor  of  the  State  makes  a  certi¬ 
fication  which  meets  the  requirements  of  clauses  (  A) ,  -(If)-, 
and  -(G)-  of  paragraph  -(4)-? 

“■  ( 3 )  The  period  within  which  a  referendum  must  he 
held  for  the  purposes  of  this  subsection  shall  he  the  period 
beginning  one  year  before  the  effective  date  of  the  agree¬ 
ment  and  ending  on  the  date  such  agreement  is  entered 
into?  except  that  in  the  ease  of  a  modification  of  an  agreement 
such  period  shall  begin  one  year  before  the  effective  date  of 
the  modification  and  end  on  the  date  such  modification  is 


agreed  tor 

“Payments  and  Reports  by 
“  (e)  Each  agreement  under  this  section  shah  provide — 
“  (-1)  that  the  State  wih  pay  to  the  Secretary  of 
the  Treasury?  at  such  time  or  times  as  the  Adminis¬ 
trator  may  by  regulation  prescribe,  amounts  equivalent 
to  the  sum  of  the  taxes  which  would  he  imposed  by 
sections  1400  and  1 140  of  the  Internal  Revenue  Code 
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il  tke  services  el  employees  covered  ky  ike  agree¬ 
ment  constituted  employment  as  defined  m  section  44241 
el  seek  code ; 

“-(A)-  tkat  Ike  State  will  comply  witk  seek  regula¬ 
tions  relating  to  payments  and  reports  as  tke  Admin- 
Istrater  may  prcserike  te  earry  eet  tke  purposes  el  tkis 
scetion. 


“Effective  Date  el 
--flf  Any  agreement  or  modification  ol  an  agreement 
under  tkis  section  skak  ke  effective  witk  respect  to  services 
periermed  alter  an  effective  date  specified  in  suck  agreement 
or  modification,  kat  in  no  case  prior  to  January  47  4-950,-  and 
in  no  ease  -fetker  tkan  in  tke  case  ol  an  agreement  or 
modification  agreed  to  prior  to  J anuary  Iff  195fi)  prior  to 
tke  first  day  ol  tke  calendar  year  in  wkiek  seek  agreement 

AV  111  A  /I  1  In  r»  VI  fi  1  All  O  Q  fill  OOOA  P1QTT  1  •*.  1  CJ  o  lTV/or*/l  in  llTT  fill  A 

Ul  ill*  'v  IT  llvil  11  v 'll  «  cl  o  l  liv  I'lloU  1 1  lei  V  TJtTJ  To  L  1  tt  ttT  iJ  \  lllU 

Administrator  and  tke  State.- 

“ Termination  ol  Agreement 
“-(g)-  -(4)"  Up011  givrng  at  least  two  years'  advance 
notice  in  writing  to  tke  -i- a. cllH.ll IIS tl  llt^Ol  j  fifi  ^ t at 0  td  lld.1110.t0y 

effective  at  tke  end  ol  a  calendar  quarter  speeified  in  tke 


eej  its 


witk  tke  Administrator  eitker- 


■“■■(A)  in  its  entirety?  kut  only  il  tke  agreement  kas 
keen  in  effect  from  its  effective  date  lor  not  less  tkan 
five  years  prior  to  tke  receipt  ol  suck  notieeg  or 
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witk  respect  to  any  coverage  greap  desig¬ 
nated  ky  the  Statey  feet  only  if  tke  agreement  has  been 
in  effect  with  respect  to  sack  coverage  greap  for  not 
less  than  five  years  prior  to  the  receipt  of  sack  notieer 
(2)  4f  tke  Administratory  after  reasoaakle  notice  and 
opportunity  for  kearing  to  a  State  witk  whom  ke  kas  entered 
into  an  agreement  parsaant  to  tkis  seetioip  finds  tkat  tke 
State  kas  failed  or  is  no  longer  legally  aide  to  comply  sub- 
ly  witk  any  prevision  of  sack  agreement  or  of  tkis 
tionj  ke  skak  notify  sack  State  tkat  tke  agreement  will  fee 

mi f q  i > r>r  iiiii J v  voen opt  1a  n in v r  ©n o  av  ^ ava 
lto  vllttlv/ 1  j  ^  UI  \\  1  Cit  J.  v-'ojJL Xti  ill  till  \  Ullu  Ui  I11U1  U 

fey  king  at  saek  timey  not  later 
tkan  two  years  from  tke  date  of  saek  notice^  as  ke  deems 
appropriate  unless  prior  to  saek  time  ke  finds  tkat  tkc-rc  no 
longer  is  any  saek  failure  or  tkat  tke  cause  for  saek  legal 
inability  kas  been-  removed? 

4f  any  agreement  entered  into  under  tkis  section 
is  terminated  in  its  entiretyy  tke  Administrator  and  tke  State 
may  not  again  enter  into  an  agreement  pursaant  to  tkis 
section?  If  any  saek  agreement  is  terminated  with  respeet 
to  any  coverage  greupy  tke  Administrator  and  tke  State 
may  not  thereafter  modify  saek  agreement  so  as  to  again 


make  tke 


appheafele  with  respeet  to  saek  cover- 


41  fY/A  Q^VAll  ~n 
cl^  u  ^  1  U  It  j-/  • 
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-‘■Deposits  in  Trust  Fund;  Adjustments 
“-(h)-  -(T)-  AH  amounts  received  by  the  SceretanT  of 
tke  Treasury  under  a*  agreement  made  pursuant  to  this 
section  shah  He  deposited  m  the  -Trust  -Fimd. 

“  (2)  If  more  or  less  than  the  correct  amoimt  due  under 
au  agreement  made  pursuant  to  this  section  is  paid  with  re- 
speet  to  any  payment  of  remuneration^  proper  adjustments 
with  respect  to  the  amounts  due  under  sueh  agreement  shah 
he  made,  without  interest  in  sueh  manner-  and  at  sueh  times 
as  may  he  prescribed  hy  regulations  of  the  Administrator. 

-(-3)  If  an  even-payment  eannet  he  adjusted  under  parte 
graph  the  amount  thereof  and  the  time  or  times  it  is 
to  he  paid  shah  he  certified  hy  the  Administrator  to  the 
Managing  Trustec7  and  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any 
action  thereon  hy  the  General  Accounting  Office,  shah  make 
payment  in  accordance  with  sueh  certification;  The  Man¬ 
aging  -Trustee  shah  not  he  held  personally  liable  for  any 
payment  or  payments  made  in  accordance  with  a  certifica 
tien  hy  the  Administrator. 

‘-‘-Regulations 

^■^-(i)-  Regulations  of  the  Administrator  to  carry  out  the 
purposes  of  this  sect-ion  shah  he  designed  to  make  the  require¬ 
ments  imposed  on  States  pursuant  to  this  section  the  same, 


Trustee^  through  the 


o/-v  fo  t*  Q  n 
ott  litl 


y  as  those  imposed  on  employers  pur- 
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saant  te  tints  title  and  subehaptcr  A  el  ehaptcr  ti  el  the 
Internal  Revenue  Code. 

“failure  To  Make  Payments 
“(j)  In  ease  any  Slate  dees  net  make,  at  the  time  er 
times  duey  the  payments  provided  for  under  an  agreement 
pursuant  te  tins  seetron7  there  shall  he  added,-  as  part  el 
the  amounts  duey  interest  at  the  rate  el  ti  per  eentum  per 
annum  Irem  the  date  due  until  paidy  and  the  Administrator 
may,-  in  his  discretion,  deduet  sueh  amounts  plus  interest 
Irem  any  amounts  eertiiied  te  the  Secretary  el  the  -Treasury 
ler  payment  te  sueh  State  under  any  other  prevision  el 
this  Aeti  Amounts  so  deducted  shall  he  deemed  te  have 
been  paid  te  the  State  under  sueh  other  prevision  el  this 
Aeti  Amounts  equal  te  the  amounts  deducted  under  this 
subsection  arc  hereby  appropriated  te  the  Trust  Pundr 
“Instrumentalities  el  Two  er  Mere  States 
“-(A)-  The  Administrator  mayy  at  the  request  el  any 
instrumentality  el  two  er  mdre  StateSy  enter  into  an  agree¬ 
ment  with  sueh  instrumentality  ler  the  purpose  el  extend- 
ing  the  insurance  system  established  by  this  title  te  services 

tality.-  Sueh  agreement?  te  the  extent  practicablcy  shall 
be  governed  by  the  provisions  el  this  section  applicable  in 
the  ease  el  an  agreement  with  a  Stater 
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4he  Administrator  is  authorized^  pursuant  to 
agreement  with  the  hem!  of  any  Federal  agency,  to  dele¬ 
gate  any  el  his  lunations  under  this  section  to  any  officer  or 
employee  ol  such  agency  and  otherwise  to  utilize  the  serv¬ 
ices  and  facilities  of  sneh  agency  in  carrying  eet  sneh  fune- 
tions,  and  payment  therefor  shell  he  in  advance  or  hy  way 
of  reimbursement,  as  may  he  provided  in  such 
msABimsw  insurance  benefits 


S-eo.  107.  44-tic  44  of  the  Soeial 


4ty  Act  is 


hy  adding  after  section  24-8  (added  hy  section  40#  of  this 
-Act)-  the  fohowingu 


U 


PERMANENT  AN©  TOTAL  ©iSABILITY  INSURANCE 


BENEFITS 


-Sec.  240t  -faf  -(-4)-  Every  permanently  and  totally 
disabled  individual  -(as  defined  in  subsection  -(h) )  who — 
has  not  attained  retirement  agCj 
-(34)-  has  filed  application  for  disability  insurance 
benefits^ 

-  (E)  is  insured  for  disability  insurance  benefits, 

trrrtt 


u 


u 


-“•  (4t)  has  been  under  a 
waiting  period, 


throughout  his 
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shall  be  entitled  to  a  disability  insurance  benefit  for 
each  mentfiy  beginning  wife  fee  first  month  after  bis  waiting 
period  in  which  lie  becomes  so  entitled  to  such  insurance 
benefits  and  ending  wife  Ike  month  preeedmg  fee  first  month 
fit  wlfiefi  ai w  of  fee  following  oscarse  fie  eea-scs  te  fie  a 
permamntly  and  totally  disafiled  individuab  diesy  or  attains 
retirement  age-r 

"-(--)  dfee  terai  -waiting  period-  means,  wife  respeet  te 
fee  disability  of  aay  individuaiy  fee  period  beginning  wife 
fee  eeleadar  aientfi  ia  wfiicfi  eeearred  fiis  disability  de¬ 
date  -fas  determined  aader  safiseetiea  -fe)-)-  aad 


of  fee  sixth  calendar 


feb 


wfie  weald  have  fieea  eafeted 
benefit  for  a ay  month  had  fie  filed 
prior  te  fee  end  of  saefi  month  shall 
fie  entitled  to  saefi  benefit  ler  saefi  aientfi  if  fie  files  appbear- 
tiea  therefor  prior  to  the  end  of  fee  third  month  succeeding 
saefi  moafe-j  except  feat  fee  precisions  of  this  paragraph  shah 
not  apply  for  parposes  of  determining  a  period  of  disability 
-fas  defined  ia  subsection  -fi-)-)-,  or  when  a  disability  deter¬ 
mination  date  oeearredr 

^  1  \  AT t>  Tvrtl  i  r»n  i i  iOt>  f  ai*  rl  i  q  o  1  1 1  f  cm  ti  1-t  fi c* 

f  X  I  vj  ell  "  1/  1 1 1  TTT  111  tt  I  l  lx  v  l  lo  it'  AT  It  y  lllot  LI  UlltU  Mvn  Ul  1  In 

filed  prior  to  seven  months  before  the  first  month  for  wfiiefi 
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becomes  copied  to  receive  such  benefits  shad 


be  accepted  as  an  application  foe  purposes  of  this  scetiom 
“Determination  of  Insured  States 
“  (b) -  An  individual  is  insured  foe  purposes  of  disability 
insurance  benefits  if  be  bad  not  less  than — 

“  (1)  six  quarters  of  coverage  -{as  determined  under 
scetion  24-3  -{ar)-  (2)  )■  during  tbe  thirteen-quarter  period 
which  ends  with  tbe  quarter  in  which  bis  disability 
detennination  date  oeeurred-j  and 

-  (2)  twenty  quarters  of  coverage  during'  tbe  forty- 
quarter  period  which  ends  with  tbe  quarter  in  whieh 
bis  disabihty  determination  date  occurred. 

In  ease  sneb  individual  was  previously  entitled  to  disability 
insurance  benefits,  there  shall  be  excluded  from  tbe  count 
of  tbe  quarters  in  each  period  specified  in  paragraphs  -{4-}- 
and  -f2f  any  quarter  any  part  of  wliicb  was  included  in  a 
period  of  disability  unless  sneb  quarter  is  a  quarter  of 
coverage: 

--Disability  Determination  Date 
“  (c)  Dor  tbe  purposes  of  this  title — 

“■  ( 1 )  tbe  disability  determination  date  of  any  indi¬ 
vidual  who  files  application  for  disability  insurance 
benefits  prior  to  -1953  shall  be  whichever  of  tbe  fob 
lowing  days  is  tbe  latest:  -{Ar}-  4he  day  tbe  disability 
began,  -{D}-  June  30y  1950,  or  -fG)-  tbe  first  day  of  the 
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hrst  quarter  in  which  he  would  he  insured  for  disability- 
insurance  benefits  with  respeet  te  seek  disability  if  he 
bad  bled  application  therefor  in  seek  quarter ;  and 

■“  (2)  the  disability  determination  date  of  any  in- 
dividual  who  hies  application  for  disability  insurance 
benefits  after  1952  shall  be  whichever  of  the  follow 
ing  days  is  the  latest  :■  ■  (A-)-  The  day  the  disability 
began?  -fUf  the  hrst  day  of  the  tenth  month  prior  te 
the  month  in  which  he  hied  seek  application^-  or  -(44)- 
tke  hrst  day  ef  the  hrst  quarter  in  -which  he  would 
be  insured  for  disability  insurance  benefits  with 


to  such  disability  if  he  had  hied  application 
in  such  quarter. 

“Determination  ef  Disability 
“  (d)-  The  -Administrator  shall  make  provision  for  deter- 


sary  intervals?  and  he  shall  by  regulation  provide  for  suek 
examinations  of  individuals  as  he  deems  necessary  for  pur¬ 
poses  of  determining  or  redetermining  disability  and  entitle  ' 
ment  to  benefits  by  reason  thereof.  In  the  ease  of  any 
individual  submitting  to  such  an  examination?  the 
trator  may  pay?  in  accordance  with 
by  hum  -ft-)-  the  necessary  travel  expenses  (including-  sub¬ 
sistence  expenses  incident  thereto-)-  of  such  individual  in  con¬ 
nection  with  suek  examination?  and  -(d)-  if  the 
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is  made  by  a  physician  who  is  net  as  employee  of  Ike  bunted 

tiem  Ihere  is  hereby  authorized  to  ke 
ated  lea  eaek  fiscal  year  from  die  feist  -Fund  suek 

O  o  yyi  ott  |\a  y~>  1?tt  f  av  fil  >  /\  3?u 1  VIA  r>r<r\n  r\£  lliio  o 1 1 1\ o (\r* fi 3  /"yn 

rrf5  Ttiurr  Lrtr  1 1  w v  nx'it r-y-  1UI  LULU  T/lil  til  t/lilts  otrt/ov  lUllT 

- -fe-)-  -(4)-  where  a  benefit  is  payable  to  any  individual 
under  this  section  and  a  workmen^  eompensation  benefit 

at»  lv i  >  xj  fj,  fic<  ll  nTTQ  1  tAOn  AT*  O  y/v  A.o  l  r]  fi/A  oil  /all  1 n  fl  3 <1  n  O  1  AA 

tTT  U  tirv  rxtTt'y  II  tlv  U  UbUil  tlr  ttirtj  pttrtr  W  trrnJli  liltlrV  IttU  ttl  v/li 

n  nr^umi fi  fill  /v  o o hi o  /] i o o  1\3 1 1  fiii  f/~vi»  fill  r\  o o ryi o  xuxcmJ  /ajP  fii  111 

cUiL'UUil  t  t/T  Li  1 U  Dtllllvj  ttloit  U i  f Tl  y  Till  111  vJ  OillllU  pvTlutt  UI  tllliUj 

suek  individual-s  benefit  under  tkis  section  for  suek  mentk 
shaky  prior  to  any  deductions  under  section  be  reduced 
by  one-kalfj  or  by  an  amount  equal  to  one-half  of  suek 

“-(2)  4n  ease  tke  benefit  of  any  individual  under  tkis 
section  is  not  reduced  as  provided  in  paragraph  -fit-)-  be¬ 
cause  suek  benefit  is  paid  prior  to  tke  payment  of  tke  work¬ 
men’s  eompensation  benefit^  tke  reduction  shall  be  made 
by  deductions,  at  suek  time  or  times  and  in  suck  amounts 
as  tke  Administrator  may  determiney  from  any  other  pay¬ 
ments  under  this  title  payable  on  tke  basis  of  tke  wages  or 

<<  /O' 


-ffi)-  If  tke  workmen’s  compensation  benefit  is 
on  other  than  a  monthly  basis  (exohiding  a  benefit  payable 
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in  a  lump  sum  unless  44  is  ft  commutation  ofy  or  ft  s 
fory  periodic  payments^  reduction  el  ike  benefits  under 
fins  subsection  skull  be  made  in  seek  amounts  fts  tke  Ad- 
r  finds  will 


q  as  nearly  as 

^-(-4)-  In  order  to  assure  tkat  tke  purposes  of  tkis  snk- 


section  will  ke  earried  onty  tke  Administrator  may,  as  a 

anee  kenekt  payable  to  an  individual  under  tkis  scetion 
-(if  it  appears  to  kirn  tkat  tkere  is  a  likelihood  tkat  suek 

kenekt  which  would  give  rise  to  a  reduction  under  tkis  suk- 
section)-,  require  adequate  assuranee  of  reimbursement  to 
tke  Trust  Eund  in  ease  workmen’s  compensation  benefits, 
with  respect  to  wkiek  suck  a  reduction  should  ke  made? 
keeomc  payable  to  suck  individual  and  suek  reduction  is 
not  madcT 

-(■of  Tor  purposes  of  tkis  subsection?  tke  term  kvork- 
mems  compensation  benefit1  means  a  cask  benefit-y  allowance, 
or  compensation  payable  under  any  workmen’s  compensation 
law  or  pkm  of  tke  United  States  or  of  any 
“Termination  of  Entitlement  to 


^^(f-f  In  any  ease  in  wkiek  an  in  diva 
to  submit  himself  for  examination  or 


kas  refused 
in  ae- 
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with  regulations  of  the  Administrator?  or  has  with  ■ 
out  good  cause  refused  te  accept  rehabilitation  services 
available  te  him  under  a  State  plan  approved  under  the 
Aoeatienal  Rehabilitation  Act  -(20  4A  S?  G?  eh?  4^-  after 
being  directed  by  the  Administrator  te  do  so?  the  Adminis¬ 
trator  may  find,-  solely  because  of  such  refusal,-  that  such 
individual  is  net  a  permanently  and  totally  disabled  individ- 
ual  or  that  his  disability  (previously  determined  to  exist}- 
has  ceased,  Rbe  Administrator  may  find  that  an  individual 
is  not  a  permanently  and  totally  disabled  individual  or  that 
his  disability  (previously  determined  to  exist-)-  has  ceased? 
if  sueh  individual  is  outside  the  bfnited  States  and  the 
Administrator  hnds  that  adequate  arrangements  have  not 
been  made  for  determining  or  redetermining  sueh  individual’s 
disability? 

“Cooperation  with  Agcneics  and  Groups 
--(g)  ¥he  Administrator  is  authorized  to  sceure  the 
cooperation  of  appropriate  agcneics  of  the  Tdnited  States,- 
of  States,  or  of  the  political  subdivisions  of  States  and  the 
cooperation  of  private  medical  dental,  hospital,  nursing? 
health,-  educational?  social?  and  welfare  groups  or  organiza  ¬ 
tions,  and  where  necessary  to  enter  into  voluntary  working 
agreements  with  any  of  sueh  public  or  private  agencies, 
organizations,  or  groups  in  order  that  their  advice  and  scrv 
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iees  i my  fee  utilked  in  the  efficient  administration  el  this 


-‘-‘definitions  el  <31>isa-b41ity::>  and  ‘Permanently  and  4-etafey 

disablcd  Individual’ 

—(h)  Per  the  purposes  el  tfeis  title — 

“-fl-)-  tfee  term  -‘ disability^  means  (A-)-  inafeility  te 
engage  is  any  snfestantially  gainful  activity  fey  reason 
el  aey  medieally  demonstrable  physical  or  mental  im¬ 
pairment  which  is  permanent;  or  -fed/  blindness ;  and 
tfee  term  ^-permanently  and  totally  disabled  individual’ 
means  an  individual  who  feas  suefe  a  disability-;  and 
-(2)  tfee  term  hlindnesti  means  ecntral  visual 
acuity  of  5/200  or  less  in  tfee  better  eye  vtitfe  eorrceting 
lenses?  An  eye  m  wliieli  tfee  visual  field  is  reduced  te 
five  degrees  or  less  coneentrie  eentraetion  shall  be  con¬ 
sidered  for  tfee  purposes  el  this  paragraph  as  having  a 
eentral  visual  aeu-ity  el  5/200  or  less? 

“definition  of  ^Period  of  disability^ 

£ifer/  As  used  in  this  title  tire  term  ^period  of  disability’ 
means,  with  respect  to  any  individual;  a  period  of  one  or 
more  consecutive  calendar  months  for  each  of  whieh  suefe 
individual  was  entitled  to  a  disability  insurance  benefit  and — 
“  (1)  in  the  ease  of  a  disability  with  respeet  to 


whieh  applieation  for  disability  insurance  benefits  was 
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filed  prior  te  1953 — the  sis  op  more  calendar 
whieh  -(A)-  precede  the  first  month  el  such  period  el 
ene  er  mere  consecutive  calendar  months,-  and  -(44)-  oceur 
alter  the  month  in  which  sneh  individual’s  disability 
determination  date  -(as  determined  under  subsection 
-(-c)  -)-  occurred-j  er 

(2)  nt  the  ease  el  a  disability  with  respect  te 


filed  alter  4952 — the  sis  calendar  months 
the  first  month  el  sneh  noried  el  ene  er  mere  conseeu- 


U 


menthsr 

DEDUCTIONS  FBO-M  DISWBILI-TY  INSUB-VNCE  BENEFITS 
“-Events  ler  Which  Eeduetiens  Are  ^4ade 
“Sec.-  22 Qt  -(a)-  Ecductiensy  in  sneh  amounts  and  at  sneh 
time  er  times  as  the  Administrator  shall  determine^  shall  he 
made  Irem  any  payment  er  payments  under  this  title  te 
which  an  individual  is  entitle  dr  until  the  tetal  el  sueh  deduc¬ 
tions  equals  sueh  individual’ s  benefit  under  section  249  ler 
any  month — 

“  (4)-  hi  which  sueh  individual  rt 
as  an  employee  (  whether  er  net  sueh 
employment  as  defined  in  section  249)-  ler  remuneration 

/ v|  ai»a  Inp l)  *  av 

tTT  111U1  U  lliilll  tjpTTtTJ  \TT 

■■■  (2)-  ler  which  such  individual  is  charged,-  pursuant 
te  the  provisions  el  subscetion  -(e)-  el  this  section,-  with 
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net  earnings  from  self-employment  -{as  determined  pur¬ 
suant  te  subsection  -(-d)-)-  ef  more  than  $59;  er 

“-(b)-  m  which  such  individual  fads  to  submit  liim- 


sdf  for  examination  in 
Administrator ;  er 

“(4)  m  which  sneh 
good  eanse  te  accept  r* 


aI  £h  a 
Ux  tile' 

refuses  without 
services  available  te 


him  under  a  State  plan  approved  under  the  V oeatienal 
Rehabilitation  Aet  after  direction  by  the  Administrator 

Ia  f  I  A  QA  »  ATJ 

TT7  tTtv7  oU  ^  tTr 

“■(§)■  in  which  sueb  individual  ia  outside  the  United 
States  if  the  Administrator  finds  that  adequate  arrange 
monts  have  net  been  made  for  determining  or  redeter 
the  existence  ef  the  disability  ef  sneh  individual. 


In  aecer dance  with  such  regulations  as  the  Administrator 
may  prescribe,  the  Administrator  mayy  if  in  his  judgment  it 
will  aid  in  the  process  ef  rehabilitation  ef  any  individual, 
suspend  er  modify  the  application  ef  paragraphs  -(4-)-  and 
-(d)-  ef  this  subsection  for  any  month  during  which  sueh 
individual  is  receiving  rehabihtatien  services  under  a  State 
plan  approved  under  the  -V oeatienal  Rehabilitation  Act; 
except  that  the  Administrator  may  not  so  suspend  er  modify 
the  application  ef  sueh  paragraphs  for  any  month  after  the 
H.  R,  6000 - 7 
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eleventh  month  following  the  £1*4  month  for  -winch  sueh  sus¬ 
pension  of  modihcation  was  applicable. 

of  More  Than  One  Event 


U 


-(hf  E  more  than  one  event  occurs  in  any  one  month 
-which  would  oeeasion  defections  equal  to  a  heneht  foe  sneh 
mouthy  only  an  amount  equal  to  such  heneht  shall  he 
defected?  The  charging  of  net  earnings  from  self  employ  ■ 
ment  to  any  month  shall  he  tr-eated  as  an  event  occurring  in 
the  month  to  which  sneh  net  earnings  are  charged? 

TMenths  to  Which  Eet  Earnings  Are  Charged 
“-(e)-  Eor  the  purposes  of  subsection  -(a)-  -{&)-  of  this 


section — 

E  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  not  more  than  the 
product  of  times  the  number  of  months  in  sneh  yeary 
no  month  in  sneh  year  shall  he  charged  with  more  than 
$50  of  net  eamings  from  self  employment. 

“  (2)  E  an  individual’s  net  earnings  from  self- 
employment  for  his  tasablc  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  sueh  year,  each 
month  of  sueh  year  shall  he  charged  with  of  net 
earnings  from  self-cn  iploy men t7  and  the  amount  of  sueh 
net  earnings  in  excess  of  sueh  product  shall  he  further 
charged  to  months  as  follows;  The  hrst  $§0  of  sueh  exeess 
shall  he  charged  to  the  last  month  of  sueh  taxable  yeary 
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and  the  balance,  if  anyy  of  snob  excess  shah  be  charged 
al  the  rale  of  $50  per  month  to  each  preceding  month  m 
sueh  yea*  noth  ah  of  sueh  balance  has  been  applied, 
except  that  no  part  of  sueh  cxeess  shah  be  eharged  to  any 
month  -(At)-  for  which  such  individual  was  not  entitled  to 
a  benefit  under  this  title,  -(it)-  in  which  an  event  de¬ 
scribed  in  paragraph  -(b)-y  -f 3)-^  -f4fy  or  -(h)-  of  subsee- 
tion  -(a)-  occurred,  or  -(Gf  in  which  such  individual 
did  not  engage  in  self  employ  men  t-.- 

■“--(3)-  As  used  in  paragraph  (2) ,  the  term  hast 
month  of  sueh  taxable  year-  means  the  latest  month  in 
such  year  to  which  the  charging  of  the  excess  described 
in  sneh  paragraph  is  not  prohibited  by  the  applica¬ 
tion  of  clauses  (A) ,  -(bl}^  and  -(G)-  thereof. 

“  (4)  Got  the  purposes  of  clause  -(Gf  of  paragraph 
(£)-,  an  individual  will  be  presumed,  with  respeet  to  any 
month,-  to  have  been  engaged  in  self  employment  in  sueh 
month  until  it  is  shown  to  the  satisfaction  of  the  Adminis¬ 
trator  that  sueh  individual  rendered  no  substantial  serv¬ 
ices  in  sueh  month  with  respect  to  any  trade  or  business 
the  net  income  or  loss  of  wliieh  is  includible  for  the  pur¬ 
poses  of  this  subsection  in  computing  his  net  earnings 
from  self  employment  for  any  taxable  year?  bbe 
Administrator  shah  by  regulations  prescribe  the  methods 
and  criteria  for  determining  whether  or  not  an  individual 
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lias  rendered  substantial  sendees  with  respect  to  any 
trade  or  business. 

“Special  Rule  for  Computation  of  Eet  Earnings  from 

Self  employment 

“  (d)  Eor  tlie  purposes  of  Ibis  section,  an  indi- 
dduals  not  earnings  from  self  employment  for  any  taxable 
year  sbab  be  computed  as  provided  in  section  b44  with  tbe 
following  adjustments 

“■  (1)  Sueb  computation  sbab  be  made  without 
regard  to  tbe  provisions  of  subsections  -(a)-  -(b)^-  -(a)- 
(&) ,  -(e)-  (4) ,  -(e)-  (4)-,  and  -(e)-  -(#)-  of  section  211, 

llllXX 


—  (b)  Sueb  computation  sball  be  made  without  re¬ 
gard  to  tbe  provisions  of  seetions  446y  blby  bEfi  bfiE 
and  bfib  of  tbe  Internal  lie  venue  Code. 

“Penalty  for  Failure  to  Report  Certain  Events 
--(e)  Any  individual  in  receipt  -(on  bebalf  of  bimself 
or  another  individual)-  of  benefits  subject,  to  deduction  under 
-(a)-  because  of  tbe  occurrence  of  an  event  specified 
4her  than  an  event  described  m  paragraph  -(b)- 
drab  report  sueb  occurrence  to  tbe  Administrator 
prior  to  tbe  receipt  and  acceptance  of  a  disability  insurance 
for  tbe  second  month  following  tbe  month  in  which 


sueb  event  occurred.-  If  sueb  individual  knowingly  fails  to 
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u 


to  that  imposed  on  dor  sued  subsection  shad  be  imposed, 
that  the  first  additional  deduction  imposed  by  Ibis 
m  the  ease  ol  any  individual  shad  mb  exceed  an 
amount  epual  to  one  month’s  benefit  own  though  the  failure 
to  report  is  with  respeet  to  more  than  one  month? 

Self  employment, 

-ff}-  -ft-)-  If  an  individual  is  entitled  to  any  disability 
benefit  during  any  taxable  year  in  whieh  be  has 
net  earnings  from  self-employment  in  excess  of  $50  times 
the  number  of  months  in  snob  year,  such  individual  -{or  the 
individual  in  receipt  of  sueb  benefit  on  bis  behalf}-  shall  make 
a  report  to  the  Administrator  of  his  net  earnings  from  self- 
employment  for  sueb  taxable  year.  Sueb  report  shall  be 
made  on  or  before  the  fifteenth  day  of  the  third  month 
following  the  close  of  sueb  year,-  and  shall  contain  sueb 
information  and  be  made  in  sueb  manner  as  the  Admin- 
istrator  may  by  regulations  prescribe.  If  the  individual  fads 
within  the  time  prescribed  above  to  make  sueb  report  of  his 
net  earnings  from  self-employment  for  any  taxable  year  and 
any  deduction  is  imposed  under  subseetion  -{a}-  -(A)-  of  this 
by  reason  of  sueb  net  earnings — 

-a-fA)  sueb  individual  shad  suffer  one  additional 
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deduction  in  an  amount  equal  to  Ins  benefit  fin  the  last 
month  in  sued  taxable  year  fin  which  he  was  entitled 
to  a  disability  insurance  benefit ;  and 

“(lb)  if  the  failure  to  make  sueh  report  continues 
after  the  close  of  the  fourth  ealendar  month  following  the 
eloso  of  sueh  taxable  yearj  sueh  individual  shall  suffer 
an  additional  deduction  in  the  same  amount  for  each 
month  or  fraction  thereof  dining  which  sueh  failure 
continues  after  sueh  fourth  mouthy 
except  that  the  number  of  the  additional  deductions  required 
by  this  paragraph  shall  not  exceed  the  number  of  months  m 
sueh  taxable  year  for  which  sueh  individual  received  and 
accepted  disability  insurance  benefits  and  for  which  de¬ 
ductions  are  imposed  under  subsection  -(a)-  by  reason 
of  sueh  net  earnings  from  self  employment.  If  more  than 
one  additional  deduction  would  he  imposed  under  this  parar- 
graph  with  respect  to  a  failure  by  an  individual  to  file  a 
report  required  by  this  paragraph  and  sueh  failure  is  the 
first  for  which  any  additional  deduction  is  imposed  under  this 
paragraph,  only  one  additional  deduction  shall  be  imposed 
with  respect  to  sueh  first  failure. 

“  (2)  If  the  Administrator  determines,  on  the  basis  of 
information  obtained  by  or  submitted  to  him-,-  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  dis¬ 
ability  insurance  benefits  for  any  taxable  year  will  suffer 
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deductions  imposed  under  subsection  -(a)-  -{A}-  el  ties  sec¬ 
tion  by  reason  el  bis  net  earnings  irem  self-employment 
for  sueh  year,  the  Administrator  may-  before  tbe  elosc 
el  sueh  taxable  year,-  suspend  tbe  payment  ler  eaeb 
month  in  sueh  year  -for  ler  only  sueh  months  as  tbe  Ad¬ 
ministrator  may  speedy)  el  sueh  benefits  payable  te  him; 
and  sneb  suspension  shall  remain  in  effect  with  respect  te 
tbe  benefits  ler  any  month  until  tbe  Administrator 
has  determined  whether  or  net  any  deduction  is  im¬ 
posed  ler  sueh  month  under  subsection  -(a)-r  Abe  Admin¬ 
istrator  is  aathoiwdy  belore  tbe  close  el  tbe  taxable  year 
el  an  individual  entitled  ’to  benefits  during  sueh  year,  te 
request  el  sueh  in  dividual  that  be  make,  at  sueh  time  or 
times  as  tbe  Administrator  may  spccily,  a  declaration  el 
bis  estimated  net  earnings  from  self  -  employment  for  tbe 
taxable  year  and  that  be  furnish  te  tbe  Administrator  sueh 
ether  information  with  respect  te  sueh  net  earnings  as  tbe 
Administrator  may  spccily:  A  failure  by  such 
te  comply  with  any  such  request  shall  m  itself 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  tbe  individual  wifi  suffer 
deductions  imposed  under  subsection  -(a)-  -{A}-  el  this  section 
by  reason  of  bis  net  earnings  from  self  employment  for  sueh 


year 
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Rieo 


Sec.  -1-08-t  Title  44  el  the  Social  S< 
by  adding  after  section  550 
Act)  Ore  followings 


Act  is 
hv  section;  407-  of  tins 


U. 


EFFECTIVE  DATE  ¥S-  EAtE  EE  FFEKTQ  It  ICQ 

-Sec-.  554t  4f  tire  Ofovernor  of  4hrerto  40 eo  certifies  to 
tire  -President  of  Ore  United  States  Orat  Ore  legislature  of 
Puerto  Preo  bay  fey  concnrrent  resolution^  resolved  Orat  it 
desires  tire  extension  to  Puerto  -Breo  of  Ore  provisions  of 
Oris  title,  Ore  effective  date  referred  to  nr  sections  540  -(Ir^ 
540  -(4)7  540  -fjfj  544  -fnf  -fe)^  and  544  -(h)-  sfeall  fee 
dan u ary  4  of  Ore  first  calendar  year  which  begins  more  than 
ninety  days  after  Ore  date  on  which  the  President  receives 
such  certification 


OE 


WED 


SeEv  400t  -(a-) 


-ffe)-  of  section  500  of  Ore 


Social  Security  Aet  is  amended  fey 


U 


-  -widow,-’. 


ion -(e)- of 
Aet  is  amended  to  read  as 


Q(  / vf  1 1  \ p 
—  V  ri  t  vJT  tilt 


former  who 


Security 


-(c)  -(4)-  Per  Ore  purposes  of  Oris  subsection — 

“  (A)  The  term  ‘accounting  period’  means  a 
calendar  quarter  when  used  with  respect  to  wages,  and 
a  taxable  year  -fas  defined  hr  section  544  -(e)-)  when 
used  with  respeet  to  self-employment  income. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


105 


--  (34)  The  term  -time  limitation-  when  used  with 
respect  to  wages  means  a  period  of  foar  years  and  one 
month,  and  when  used  with  respect  to  self-employment 
income  means  a  period  of  four  years,  two  months,  and 
fifteen  days? 

-(■(--)-  The  term  ‘survivor’  means  an  individual’s 
spouse*,  former  wife  divoreed,  ehildy  or  parenty  who 
survives  sneh  individual. 


u 


-fTf  On  the  basis  of  information  obtained  by  or  sub¬ 
mitted  to  the  -Administrator,  and  after  sueh  verification 

fish  and  maintain  rceords  of  the  amounts  of  wages  paid  toy 
and  the  amounts  of  self-employment  income  derived  byy 
each  individual  and  of  the  accounting  periods  in  which  such 
wages  were  paid  and  such  income  was  derived  andy  upon 
repuesty  shall  inform  any  individual  or  his  survivor  of  the 
amounts  of  wages  and  self-employment  income  of  such 
individual  and  the  accounting  periods  during  whieh  sueh 
wages  were  paid  and  such  income  was  dcrivedy  as  shown 
by  such  rceords  at  the  time  of  such  request? 

--(fi)  The  A dmin istrator-s  records  shaft  be  evidence  for 
the  purpose  of  proceedings  before  the  Administrator  or 
any  court  of  the  amounts  of  wages  paid  toy  and  self-employ¬ 
ment  income  derived  byy  an  individual  and  of  the  accounting 
periods  in  whieh  such  wages  were  paid  and  sueh  income 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


106 


was  derived  Phe  absence  of  an  entry  in  sneb  records  as 
to  wages  alleged  to  have  been  paid  toy  ef  as  to  self-employ¬ 
ment  income  alleged  to  have  been  derived  by*  an  individual 
in  any  accounting  period  shall  be  evidence  that  no  sneb 
alleged  wages  were  paid  toy  or  that  no  sneb  alleged  income 
was  derived  byy  sneb  individual  during  sneb  accounting 
period; 


■“  (4-)-  Prior  to  the  expiration  of  tbe  time  limitation 
following  any  accounting  period  tbe  Administrator  may,- 
if  it  is  brought  to  bis  attention  Putt  any  entry  of  wages  or 
self  employment  ineome  in  bis  reeords  for  sneb  period  is 
erroneous  or  that  any  item  of  wages  or  self-employment 
income  for  sneb  period  has  been  omitted  from  sneb  reeordsy 
correct  sneb  entry  or  inelude  sneb  omitted  item  in  bis 
records;  as  tbe  ease  may  her  After  tbe  expiration  of 
tbe  time  limitation  following  any  accounting  period — 

(A)  tbe  Administrator- s  records  -(-with 
if  anyy  made  pursuant  to  paragraph  ■(§■)  )■  of  tbe 
of  -wages  paid  toy  and  self  employment  ineome  derived 
byy  an  individual  in  sneb  accounting  period  shall  be 
conclusive  for  tbe  purposes  of  this  titbe-f 

“-(B)-  tbe  absence  of  an  entry  in  tbe  Administrator’s 
records  as  to  tbe  wages  alleged  to  have  been  paid  by 
an  employer  to  an  individual  in  sneb  accounting  period 
shall  be  presumptive  evidence  for  tbe  purposes  of  this 


107 


title  that  no  sueh  alleged  wages  were  paid  to  such  indi¬ 
vidual  in  sueh  accounting  period  ■  and 

“  (C)  the  absence  e!  an  entry  in  the  Administra- 
tor-s  records  as  to  the  self-employment  income 
to  have  been  derived  by  an  individual  in  such 
period  shall  he  conclusive  for  the  purposes  of  tins  title 
that  no  sneh  alleged  self  employment  income  was  de¬ 
rived  by  sneh  individual  in  sneh  period  unless  it  is 
shown  that  he  hied  a  tax  return  of  his  self-employment 
income  for  such  accounting  period  before  the  expiration 
of  the  time  limitation  following  such  period,  in  which 
case  the  Administrator  shall  include  in  his  records  the 
self-employment  income  of  such  individual  for  such 
accounting  period-. 

“-(d)-  After  the  expiration  of  the  time  limitation  follow- 

16  iftg  any  accounting  period  in  which  wages  were  paid 

17  or  alleged  to  have  been  paid  toy  or  self  employment  income 
1®  was  derived  or  alleged  to  have  been  derived  byj  an  indi- 
19  viduah  the  Administrator  may  change  or  delete  any  entry 
^6  with  respect  to  wages  or  self-  employment  income  in  his 

21  records  of  such  accounting  period  for  such  individual  or 

22  include  in  his  records  of  such  accounting  period  for  such 

23  individual  any  omitted  item  of  wages  or  self  employment 
21  income  but  only — 

2^  “-(A)  if  an  application  for  monthly  benefits  or  for 
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ft  lump-sum  death  payment  was  hied  within  the  time 
limitation  following  sneh  accounting  period ;  exeept  that 
no  sneh  ebangey  deletion  or  inclusion  may  he  made 
pursuant  to  this  subparagraph  after  a  heal  decision  upon 
the  application  for  monthly  benefits  or  lump  sum  death 
payment ; 

‘-(34)  if  within  the  time  limitation  following  sueh 
accounting  period  an  individual  or  his  survivor  makes 
a  request  for  a  change  or  deletion^  or  for  an  inclusion 
of  an  omitted  hem7  and  alleges  in  writing  that  the  Ad- 
ministrator-’s  reeords  of  the  wages  paid  toy  or  the  sdf- 
ineomc  derived  bv?  such  individual  in  sueh 
period  are  in  one  or  more  respeets  erroneous-; 
except  that  no  sueh  change,-  deletion,-  or  inclusion  may 
he  made  pursuant  to  this  subparagraph  after  a  final 
decision  upon  sueh  request.  Written  notice  of  the  Ad 
ministratorA  decision  on  any  sueh  request  shall  he  given 
to  the  individual  who  made  the  request ; 

-  (C)  to  correct  errors  apparent  on  the  face  of  sueh 
records; 

to  transfer  items  to  records  of  the  Railroad 
Retirement  hoard  if  sueh  herns  were  credited  under  this 
title  when  they  should  have  been  credited  under  the 
Railroad  Retirement  Aety  or  to  enter  items  transferred 
by  the  Railroad  Retirement  Board  which  have  been 
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under  ike  Railroad  Retirement  Act  when  they 
should  have  been  credited  under  Ibis  title ; 

-  (E)  te  delete  or  reduce  the  amount  of  any  entry 
which  is  erroneous  as  a  result  of  fraud ; 

“-(F)  te  conform  his  records  to  tax  returns  or  por¬ 
tions  thereof  (including  information  returns  and  other 
written  statements)  hied  with  the  Commissioner  of 


Internal  Revenue  under  title  VIII  of  the  Social  Security 
Aetj  under  subehaptcr  A  or  F  of  chapter  0  of  the  In¬ 
ternal  Revenue  Code,  or  under  regulations  made  under 
authority  of  such  title  or  subehaptcr,  and  to  information 
returns  hied  by  a  State  pursuant  to  an  agreement 
innfer  section  24S  or  regulations  of  the  Administrator 
thereunder-^  exeept  that  no  amount  of  self-employment 
income  of  an  individual  for  any  taxable  year  -{if  such 
return  or  statement  was  hied  after  the  expiration  of  the 
time  limitation  following  the  taxable  year)  shall  be 
included  in  the  Administrator^  records  pursuant  to  this 
subparagraph  in  excess  of  the  amount  which  has  been 
deleted  pursuant  to  this  subparagraph  as  payments 
erroneously  included  in  sueh  records  as  wages  paid  to 
such  individuals  m  such  taxable  veam 

“  (G)-  to  include  wages  paid  in  sueh  accounting 
period  to  an  individual  by  an  employer  if  there  is  an 
absence  of  any  entry  in  the  Administrator’s  records  of 
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wages  having  been  paid  fey  sueh  employer  to  sueh  indi¬ 
vidual  in  sueh  period;  or 

“-(H)  to  enter  items  wfeieh  constitntc  remuneration 
for  employment  under  sufescction  (p)-,  snefe  entries  to 
fee  in  accordanec  with  certified  reports  of  records  made 
fey  the  Railroad  Retirement  Board  pursuant  to  section 
h  -fhf  -(R)-  of  the  Railroad  Retirement  Act  of  1-93-7? 
“-(£)■  Written  notice  of  any  deduction  or  reduction  under 
paragraph  -{4}-  or  -ffi)-  shall  fee  given  to  the  individual  whose 
record  is  involved  or  to  his  survivor^  cxeept  that  (A-)-  in 
the  ease  of  a  deletion  or  reduction  with  respect  to  any  entry 
of  wages  sueh  notiee  shall  he  given  to  sueh  individual  only 
if  he  has  previously  been  notified  fey  the  Administrator  of  the 
amount  of  his  wages  for  the  accounting  period  involved, 
and  -{B-)-  sued  notice  shall  fee  given  to  sueh  survivor  only  if 
he  or  the  individual  whose  record  is  involved  has  previously 
been  notified  fey  the  Administrator  of  the  amount  of  sueh 
individual’s  wages  and  self  employment  income  for  the 
accounting  period  involved? 

-‘-(-7)  Upon  request  in  writing  -{within  sueh  period, 
after  any  change  or  refusal  of  a  request  for  a  change  of 
his  reeords  pursuant  to  this  subsection^  as  the  Administrator 
may  prescribe)  ,■  opportunity  for  hearing  with  respect  to 
sueh  change  or  refusal  shall  fee  afforded  to  any  individual 
or  his  survivor.  If  a  hearing  is  held  pursuant  to  this  para- 
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graph  the  Administrator  shall  make  findings  of  laet  ami  a 
decision  based  upon  the  evidence  adduced  at  such  hearing 
and  shall  include  any  emitted  items,  or  change  or  delete 
any  entry,  in  his  records  as  may  he  required  by  seek  find¬ 
ings  and  decision.- 

■“  (8)  Decisions  of  the  Administrator  under  this  sub- 
sectien  shall  he  roviewablo  by  commencing  a  civil  action  in 
the  Uni  ted  States  district-  court  as  provided  in  subsce- 
tien  -fe)-A 

-(e)-  Section  2Qh  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  subsections-; 

-‘Adjustment  of  -Wages  from  Certain  -Nonprofit 

Organizations 

“(o)  Notwithstanding  any  other  provision  of  this  title? 
m  the  ease  of  wages  paid  to  an  individual  during  any  cal¬ 
endar  quarter  by  an  employer  entitled  (under  section  441-2 
of  the  -Internal  Revenue  Code)-  to  an  exemption  from  the 
tax  imposed  by  section  1440  of  such  code?  only  one-half 
of  the  amount  of  such  wages  paid  during  sueh  calendar 
quarter  to  such  individual  shall  be  considered  as  paid  to  him 
for  the  purpose  of  determining  the  insured  status  of  sueh 
individual  and  for  the  purpose  of  determining  the  amount 
of  any  insurance  benefit  or  pa}7ment ;  but  this  paragraph 
shall  not  apply  if  a  waiver  of  sueh  exemption  of  the  employer 
was  in  effect  for  such  calendar  quarter? 
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“Crediting  of  Compensation  Under  the  Railroad  Retirement 

Aet 

“  (p)  if  there  is  no  person  who  would  he  entitled,  upon 
application  tlici-cfop-  to  an  annuity  under  scetion  b  of  the 
Railroad  Retirement  Act  of  1037,  or  to  a  lump-sum  pay¬ 
ment  under  subsection  -(f)-  -(4-)-  of  such  section^  with 
respect  to  the  death  of  an  employee  -(as  dehned  in  sueh 
Aet) ,-  tlieip  notwithstanding  section  24-0  -fa)-  (4-0)  of  this 
Aetj  compensation  -fas  dehned  in  such  Railroad  Retirement 
Act.,  hut  excluding  compensation  attributable  as  having  been 
paid  during  any  month  on  account  of  military  service 
creditable  under  seetion  4  of  sueh  Aet  if  wages  are  deemed 
to  have  been  paid  to  sueh  employee  dining  such  month 
under  section  24-7  -fa)-  of  this  Aet)  of  such  employee 
shall  constitute  remuneration  for  employment  for  pur¬ 
poses  of  determining  -(A)-  entitlement  to  and  the  amount 
of  any  lump-sum  death  payment  under  this  title  on 
the  basis  of  such  employees  wages  or  self-employment 
income  and  -(44)-  entitlement  to  and  the  amount  of  any 
monthly  bench t  under  this  tbky  for  the  month  in  which 
such  employee  died  or  for  any  month  thereafter,  on  the 
basis  of  sueh  wages  or  self  employment  incomer  Ror  such 
purposes,  compensation  -fas  so  dehned)-  paid  in  a  calendar 
year  shah,  in  the  absenee  of  evidence  to  the  contrary,  he 
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to  liavo  bees  paid  is  equal  proportions  with 
respect  to  all  months  is  the  year  is  whieh  the  employee 
rendered  sendees  for  sued  compensation.  This  paragraph 
shah  sot  he  applicable  is  the  ease  of  asy  monthly  benefit 
or  lump-sum  death  payment  if  a  larger  such  beseht  or 
payment,  as  the  ease  may  bey  would  be  payable 
its 


“Special  Sales  is  Fuse  of  Federal  Service 
--■(■q)  -fF)-  -With  respect  to  service  incladed  as  employ 
meat  under  section  24-0  which  is  performed  is  the  empley 
of  the  Faded  States  or  is  the  employ  of  asy  instrumentality 
which  is  wholly  owned  by  the  United  Statesy  the  Admin¬ 
istrator  shall  sot  make  determinations  as  to  whether  as 
individual  has  performed  such  service,  the  periods  of  sueh 
service,  the  amounts  of  remuneration  for  such  service  whieh 
constitute  wages  under  the  provisions  of  section  209,  or  the 
periods  is  which  or  for  which  such  wages  were  paidy  but 
shah  aeeept  the  determinations  with  respect  thereto  of  the 
head  of  the  appropriate  Federal  agency  or  instrumentality, 
and  of  sueh  agents  as  such  head  may  designator  as  evidenced 
by  returns  hied  is  accordance  with  the  provisions  of  section 
1420  -fef  of  the  Internal  Revenue  Code  and  certifications 
made  pursuant  to  this  subseetiom  Such  determinations  shah 
be  final  and  conclusive. 

H.  R.  6000 - 8 
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“■  (-2)  Fhe  head  of  ey  snob  agency  op  instrumentality  is 
authorized:  and  directed,  upon  written  request  of  the  Admin 
istrator,-  to  make  certification  to  him  with  respect  to  any 
matter  determinable  for  the  Administrator  by  such  head  or 
his  agents  under  this  subsection,  which  the  Administrator 
finds  necessary  in  administering  this  title. 

— (44)-  Fbe  provisions  of  paragraphs  -(4-)-  and  -ffij- 
shall  he  applicable  m  the  ease  of  sendee  performed  by  a 
civilian  employee,-  not  compensated  from  funds  appropriated 
by  the  Congress?  in  the  -Vcrny  and  Air  Force  Exchange 
Service,  Army  and  Air  Force  Motion  Picture  Service,  Navy 
Ship’s  Service  Stores?  Marine  Corps  Post  Exchanges,  or 
other  activities,  conducted  by  an  instrumentality  of  the 
Ended  States  subject  to  the  jurisdiction  of  the  Secretary  of 
■Defense?  at  installations  of  the  National  Military  Establish 
ment  for  the  comfort,  pleasure,-  contentment?  and  mental 
and  physical  improvement  of  personnel  of  such  Establish 
ment ;  and  for  purposes  of  paragraphs  -ff-j-  and  -ffij-  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of  such 
instrumentality.” 

MISCELLANEOUS  AMENDMENTS 
SeOt  4-40  -(a)-  Fhe  heading  of  title  44  of  die  Social 
Security  Act  is  amended  to  read  as 
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—TITLE  II  FEDERAL  OLD  AGE,  SURVIVORS,  AbtD 
DISABILITY  IASDRAADE  BEAEFIT£A 
-fb}-  -(Lf  The  hrst  sentence  of  seetion  SOI  -(a)-  of  tbe 
Social  Security  Act  is  amended  by  striking  out  “Federal 
Old  Ago  and  Survivors  Insurance  Trust  FumD  and  insert- 
mg  m  lieu  thereof  “-Federal  Old-Age,  Survivors,  and  Disa¬ 
bility  -Insurance  Trust  Fund”.- 

-(S-)-  Tbe  second  sentence  el  section  SOI  -faf  el  tbe 
Social  Security  Act  is  amended  by  striking  out  “such  amounts 
as  may  be  appropriated  to  tbe  Trust  Fund”  and  inserting 
in  lieu  thereof  “such-  amounts  as  may  be  appropriated  toy 
or  deposited  by  tbe  Trust  FundA 

-fbf  Tbe  third  sentence  el  scetion  SOI  ©f  such  Act 
is  amended  by  striking  out  tbe  words  Abe  Federal  Insurance 
Contributions  Act”  and  inserting  in  ben  thereel  tbe  following*- 
Aubcliapters  A  and  F  ol  chapter  0  ol  tbe  Internal  Revenue 
GodeA 

-fl)-  Section  SOI  -faf  ol  tbe  Social  Security  Aet  is 


amended  by  striking  out  tbe 


-r  ^Abere  is  also  author- 


bed  to  be  appropriated  to  tbe  Trust  Fund  such 
sums  as  may  be  required  to  finance  tbe  benefits  and  pay* 
provided  under-  this  title!- 
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-(0)-  Section  204  -(Of  ^  such  Aet  is  amended  hy  striking 
out  “Chairman  el  the  Social  Security  Beard”  and  inserting 
in  hen  thereof  “Federal  Security  -Administrator— 

f6f  Section  204  -fkf  of  such  Act  is  amended  hy  adding 
after  -the  second  sentence  thereof  the  following  new  sentence  : 
-'The  Commissioner  for  Social  Security  shall  serve  as  Scere- 


tary  of  -the  Board  of  T  rusfecsdh 

-fef  Paragraph  -f2f  of  section  204  fhf  of  such  Act  is 
amended  hy  striking  out  Am  -the  first  day  of  each  regular 
session  of  the  Congress-’  and  inserting  in  lien  thereof  “not 
later  than  the  first  day  of  -March  of  each  year’’. 

fSf  Section  204  fhf  of  suck  Act  is  amended  hy  striking 
out  the  period  at  the  end  of  paragraph  fOf  and  inserting 
in  hen  thereof  %  and”,  and  hy  adding  the  following  new 
paragraph : 

— fl)  Recommended  administrative  procedures  and 
policies  designed  to  effectuate  the  proper  coordination 
of  the  seeiai  insurances-.” 

f9f  Section  204  -(h f  of  such  Act  is  amended  hy  adding 
at  the  end  thereof  the  fohowingu  ‘hatch  report  shah  he 
printed  as  a  House  document  of  the  session  of  the  Congress 
to  which  the  report  is  mador” 
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-(40)  Seetion  £04  -(4)-  of  such  Aet  is  amended  to  read  as 
follows : 

-(f)  -f4)-  The  Managing  Trustee  Is  directed  to  pay 
■from  Ore  -Trust  Fund  into  Ore  Treasury  tire  amount  esti¬ 
mated  by  dim  and  Ore  Federal  Security  -Administrator 
which  will  be  expended  during  a  three  month  period  by 
Ore  Federal  Security  Agency  and  Ore  Treasury  Department 
for  Ore  administration  of  titles  44  and  VIII  of  Oris  Act  and 
subchapters  A  and  F  of  chapter  0  of  Ore  Internal  Revenue 
CodeT  Sued  payments  shad  be  covered  into  Ore  Treasury 
as  repayments  to  Ore  account  for  reimbursement  of  expenses 
incurred  in  connection  with  Ore  administration  of  titles  44 
and  -V4II  of  Oris  Aet  and  subchapters  A  and  F  of  chapter  0 
of  Ore  Internal  Revenue  Coder 

“  (2)  The  Managing  Trustee  is  directed  to  pay  from 
Ore  Trust  -Fund  into  Ore  Treasury  Ore  amount  estimated  by 
him  which  will  be  expended  during  each  three  month  period 
after  1949  by  Ore  Treasury  Department  for  refunds  of  taxes 
(including  interest,-  pcnalties7  and  additions  to  Ore  taxes) 
under  title  VI-II-  of  Ore  Soeial  Security  Aet  and  subelrapters 
A  and  F  of  chapter  9  of  the  Internal  Revenue  Code  and  for 
interest  on  such  refunds  as  provided  by  law?  Sueh  payments 
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into  the  Treasury  as  repayments  to  the 
internal- -revenue  collections.- 
s  made  under  paragraph  -ft-)-  or  -fS-f 
fer  expenditures  hat  shall  he  earried 
fund  el  the  Treasury?  If  it  subsequently 


o  hp  11  n  a!  Llo, 

M 1 111 1  TTvTT  '/ v " 

te  the  sarpl 

appear  that  the  estimates  under  either  sneh  paragraph  In 
any  particular  three-month  period  were  tee  high  er  tee  lewp 
appropriate  adjustments  shall  he  made  hy  the  Managing 
Trustee  in  future 


-fe)-  -(!-)-  Sections  204,  20e  ■  (ether  than  subsections  -(e)- 
and  -(f)-)-,  and  24)0  el  sneh  Aet  are  amended  hy  striking  out 
“Boards  wherever  appearing  therein  and  inserting  in  lieu 
thereof  -Administrator”;-  hy  striking  eet  AOoardV  ’  wherever 
therein  and  inserting  in  hen  thereof  “Adminls 
Ss21?  and  hy  striking  out  -(where  they  refer  te  the  Seeial 
Security  Beard)-  -it11  and  AtA  and  inserting  in  lieu  thereof 
-%A,  -him",  er  “his",  as  the  context  may  require. 

-(A)-  Section  24te  -(1)-  of  such  Aet  is  amended  te  read  as 
follows : 


-(!)-  The  Administrator  is 


te  delegate  te  any 


member,-  officer?  er  employee  ef  the  -hederaf  Security  Agency 
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designated  fey  him  any  of  4-fee  powers  conferred  upon  him  fey 
this  seetion,  and  is  authorized  4e  fee  represented  fey  feis  own 
attorneys  in  any  court  in  any  ease  or  proceeding  arising  under 
tfee  provisions  ef  subsection  (e) 

-fdf  Seetion  SOS  ef  snefe  Act  is  amended  fey  striking 
ont  tfee  words  ^fefee  fenderaf  Insurance  Contributions  Aet- 
and  inserting  in  feen  tfeereef  tfee  following :  ‘-feubchapter  A 
or  5  ef  chapter  0  ef  tfee  -Internal  -Revenue  Code”. 

INCREASE  OF  EXISTING  BENEFITS ;  COMPUTATIONS  IN 
CASE  OF  ENTITLEMENT  OF  DEATH  FRIOF  TO  19-50 
Sec.  444-7  -fa)-  Notwithstanding  sufeseetion  -faf  ef  see- 
tien  540  ef  tfee  Social  Security  Act  as  amended  fey  this 
A-efe  tfee  primary  insurance  amount  -{prior  to  any  reeompu 
tation  under  sufeseetion  -(g)-  ef  snefe  seetion)  ef  any  indi¬ 
vidual  wfee  died  prior  to  4000  or  wfee  was  entitled  to  a 
primary  insurance  benefit  for  any  month  prior  to  1950 
shall,-  to  tfee  extent  provided  in  tfee  following  subsections-, - 
fee  determined  fev  use  of  tfee  following  table : 
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Primary  insurance  benefit  before  4960 
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Primary  inour- 
ancc  amount 
after  1040 
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1  -00"  PO-  5be  primary  insurance  amount  of  an  individ- 

2  tad  to  whom  a  primary  insuraneo  benefit  was  paid  for  any 

3  month  prior  to  -1950  shall  -(if  ho  did  not  die  prior  to  1950)' 

4  he  the  amount  in  column  Id  of  the  table  -(in  subsoetion  (a) ) 
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which  is  on  the  fee  on  which  in  column  4  appeals  his  primary 
insurance  benefit  -(as  determined  under  subsection  (c) ) 
-(2)-  4he  primary  insurance  amount  of  an  individual 
who  was  entitled  to  primary  insurance  benefits  prior  to 
-1-950  but  whe  was  net  paid  a  primary  insurance  benefit  for 
any  month  prior  to  -1950  shall  -(if  he  did  net  die  prior  to 
1950)  be  determined  under  section  24#  of  the  Social  Security 
Act  as  amended  by  this  Aetr 

-(#)-  In  the  ease  of  an  individual  who  died  prior  to 
1950  and — 


-(A)  to  whom  a  primary  insurance  benefit  was 
paid  for  any  month  prior  to  1950,  or 

-(B)-  on  the  basis  of  -whose  wages  a  monthly  benefit 
for  any  month  prior  to  -1952  was  paid  or  a  lump  sum 
death  payment  was  madcy 

the  primary  insurance  amount  of  sueh  individual  for  January 
■1950  and  for  each  month:  thereafter  shall  be  the  amount  in 
column  U  of  the  table  which  is  on  the  line  on  which  in 
column  I  appears  his  primary  insurance  benefit.-  Such  pri¬ 
mary  insurance  benefit  shall  be  determined  under  title  U 
of  the  Social  Security  Act  as  in  effect  prior  to  the  enact¬ 
ment  of  this  Aet;  except  that  in  the  ease  of  any  W-orld  War 
H  ■veteran  the  provisions  of  section  247-  -(a)-  of  the  Seeial 
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Security  Ad  us  amended  by  tins  Ad  shady  il  it  results  in 
entitlement  to  ft  higher  primary  insurance  benefit  be  appli¬ 
cable  m  ben  of  section  24-0  d  sueb  Ad  ns  in  effed  prior  to 
tbe  enactment  of  this  Aeb 

-f4f  In  the  eftse  of  an  individual  who  died  prior  to  l-OAOy 
to  whom  ft  primary  insurance  benefit  wae  not  paidy  and  on 
tbe  basis  of  whose  wages  no  monthly  benefit  for  any  month 
prior  to  1952  was  paid  and  no  lump  sum  death  payment  was 
made,  tbe  primary  insurance  amount  of  sueb  individual  shall 
be  determined  under  section  24-5  of  tbe  Social  Security  Ad 
as  amended  by  this  Aetr 

-(e)-  fibe  primary  insurance  benefit  of  any  individual 
to  whom  subsection  -(b)-  -(4-)-  is  applicable  shall  -(for  purposes 
of  column  I  of  the  tohlc)  bo  whichever  of  tbe  following 
is  tbe  larger-?  (A)  tbe  primary  insurance  benefit  paid  to 
sueb  individual  for  tbe  last  month  prior  to  4-950  for  which 
be  was  paid  sueb  benefit,  or  -(E)-  if  tbe  primary  insurance 
benefit  is  recomputed  by  tbe  Administrator  pursuant  to  tbe 
following  provisions  of  this  su-bscction,  tbe  primary  insurance 
benefit  as  so  recomputed?  Dor  tbe  purposes  of  tbe  preceding 
sentence  tbe  Administrator  shall  recompute,  without  appli¬ 
cation  therefor-,  tbe  primary  insurance  benefit  for  December 
4-94-9  of  any  individual  to  whom  subsection  -(b)-  -(4-)-  is 
applicable  if  sueb  individual  in  sueb  month  rendered  serv¬ 
ices  for  wages  of  $445  or  more,  or  if  sueb  individual  is  a 
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-World  War  44  veteran-;  such  rccomputation  to  bo  mode  m 
the  same  manner  as  if  sueh  individual  bad  bind  application 
fop-  and  was  entitbd  fin  a  reeom-patation  for  Bcccmbcr 
4949  nndor  seetion  999  -(p)-  of  the  Social  Security  A et 
prior  to  its  amendment  by  this  Aefi  except  that  in  making 
such  rccomputation  section  944  -(a)-  of  tbe  Social  Security 
Act  as  amended  by  this  Act  shall  be  applicable  if  sneb 
individual  is  a  World  War  44  veteran. 

-fd)-  4f  tbe  primary  insurance  amount  of  an  individual 
is  determined  from  tbe  table,  tbe  average  monthly  wage  of 
sneb  individual  shah,-  for  tbe  purposes  of  section  999  -(a)- 
of  tbe  Soeial  Security  Act  as  amended  by  this  Actj  be  tbe 
amount  which  appears  m  column  444  of  tbe  table  on  tbe  line 
on  which  appears  in  column  44  tbe  amount  of  bis  primary 
insurance  amount.-  Such  average  monthly  wage  shall  nob 
for  tbe  purposes  of  sueh  section  999  -(aj-y  be  reduced  as  tbe 
result  of  any  rccomputation  of  tbe  primary  insurance 
amount  under  section  949  -(g)-  of  tbe  Social  Security  Act 
as  amended  by  this  Aetr 

-(e)-  4n  tbe  ease  of  any  individual  to  whom  paragraph 
-f4)-  or  -(9)-  of  subsection  -(b)-  is  applicable  and  tbe  amount 
of  whose  primary  insurance  benefit  falls  between  tbe 
amounts  on  any  two  consecutive  fines  m  column  4  of  tbe 
table,-  bis  primary  insurance  amount,  and  bis  average 
monthly  wage  for  tbe  purposes  of  section  999  -(a)-  of  the 
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Serial  Security  Aet  as  amended  fey  this  Ae%  shall  fee  deter¬ 
mined  m  accordance  with  regulations  el  the  A  dministrn.tor 
designed  to  obtain  results  consistent  with  those  obtained  pur¬ 
suant  to  subsections  -(h)-  and  -fdO 

TITLE  II— AMENDMENTS  TO  I&T-ER&AL 
■REVENUE  OOOE 

BATE  OP  TAX  OP  WAGES 

Seg-  204t  -(a)-  Clauses  -{3}-  and  -(3)-  ol  section  1400  ol 
the  Internal  Revenue  Code  are  amended  to  read  as  follows : 

“  (2)  With  respect  to  wages  received  during  the 
calendar  year  -1-950,  the  rate  shall  fee  44-  per  centum. 

“■(■£■)■  With  respeet  to  wages  received  during  the 
calendar  years  4951  to  1959,  both  inclusive,-  the  rate 
shall  fee  2-  per  centum. 

“  (4)  With  respect  to  wages  received  during  the 
calendar  years  1960  to  1064,  both  inclusive,  the  rate 
shall  fee  24  per  centum. 

“-(&■)•  With  respeet  to  wages  received  during  the 
calendar  years  1965  to  1969, ■  both  inclusive,  the  rate 
shall  fee  3-  per  centum. 

“  (6)  With  respect  to  wages  received  after  Deccm 
her  TO  1969,  the  rate  shall  fee  3£  per  eentunn” 

-(h)-  Glauses  -(3)-  and  -(3)-  of  section  1410  of  the  In¬ 
ternal  Revenue  Oode  are  amended  to  read  as  follows-:- 
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“  (2)  With  respect  to  wages  paid  daring  the  calen¬ 
dar  year  1950,  the  rate  shah  he  4-§-  per  eentum. 

-(-3)  With  respect  te  wages  paih  huring  the  ealcn- 
har  years  4-9-5 1  te  4-9-597  hath  inelusivc,  the  rate  shah 
he  2-  per  eentum? 

“(4)-  With  respect  te  wages  paih  during  the  eaicn- 
dar  years  1960  te  44)64?  hath  inelusivc,  the  rate  shah 
he  24  per  eentum? 

“  (5)  With  respect  te  -wages  paid  dining  the  eng¬ 
ender  years  1965  te  I960,  hath  inelasiwy  the  rate  shall 
he  h  per  eentum? 

“  (6)  With  respect  te  wages  paid  after  Dceomhcr 
34-j  4-960,  the  rate  shah  he  44J-  per  eentam-d’ 


on 


OltG  ANIZ  ATIOff  B 


8bo?  262t  -(a)-  Section  141-0  ef  the  Internal  Revenue 
Gede  is  amended  hy  striking  eat  **SE€.-  4440,  RATE  OF  TAX.” 
and  inserting  in  hen  thereof : 


“SEC-.  4440,  IMPOSITION  OF  TAX, 

Rate  of  Tax? — 

and  hy  adding  at  the  end  ef  sneh  seetien  the  following : 

~  (h)  EsfiM-PTtON? — her  coemption  ef  certain  nonproht 
organizations  from  the  tax  imposed  hy  this  section  see 
section  144-2.- 

-(h)-  hart  44  ef  suhehapter  A  ef  chapter  0  ef  the 
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Internal  Revenue  Code  is  amended  fey  adding  at  ffee  end 
thereof  the  following  new  scetion : 

ZATIQN& 

“(•a)  Exemption — Any  employer  wfeieh  is  a  eor- 
poratioiq-  community  efeesty  fnndy  or  foundation,  organized 
and  operated  exclusively  for  religious,  charitable,  scientific, 
literary,  or  edoea-tinnal  purposesj  or  for  tfee  prevention  of 
crucify  fo  ehildrcn  or  animals,-  no  part  of  ffee  net  earnings 
of  wfeiefe  inures  fo  ffee  benefit  of  any  private  shareholder 
or  individual,  and  no  snfesfanfial  part  of  ffee  activities  of 
■wfeiefe  is  carrying  on  propaganda^  or  otherwise  attempting, 
fo  influence  legislation,  sfeafe  fee  exempt  from  ffee  fax  imposed 
fey  section  1410  ;  but  snefe  exemption  shall  not  fee  applicable 
■with  respeef  fo  wages  paid  fey  snefe  employer  during  ffee 
period  for  wfeiefe  a  waiver^  filed  fey  snefe  employer  pursuant 
fo  subseetion  -(h)-  of  this  scetioip  is  in  effect. 

-ffef  Waives  oe  Exemption. — An  employer  de¬ 
in  subsection  -(a)-  may  waive  its  exemption  from 
ffee  fax  imposed  fey  scetion  4410  fey  filing  a  waiver  thereof 
in  snefe  form  and  manner^  and  with  snefe  official,  as  may  fee 
prescribed  fey  regulations  made  under  this  subehaptcr. 
Such  waiver  shall  be  effective  for  ffee  period  begin¬ 
ning  with  ffee  first  day  following  ffee  close  of  ffee  cal¬ 
endar  quarter  in  wfeiefe  snefe  waiver  is  filed,  but  in  no  ease 
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shall  such  period  begin  prior  to  January  C  1-950.  Tbe 
period  covered  by  snob  waiver  may  be  terminated  by  4be 
employer,  effective  at  tbe  end  of  a  ealendar  quarter,  upon 
giving  two  years-  advance  notice  in  writings  bat  only  if 
tbe  waiver  has  been  in  effect  for  not  less  than  bve  years 
prior  to  tbe  receipt  of  sueb  notiec.  Such  notiee  of  termina- 
tion  may  be  revoked  by  tbe  employer  by  giving;  prior  to 

tbe  close  of  tbe  calendar  quarter  specified  in  tbe  notiee  of 

termination,  a  written  notice  of  sneb  revocation-.-  jvotiee  of 
termination  or  of  revocation  thereof  shah  be  filed  m  sueb 

form  and  manner,  and  with  sueb  ofhcial7  as  may  be  pre¬ 

scribed  by  regulations  made  under  this  subchap  ter. 

li{e}-  Termination  of  Waiver  Period  bv  Commis¬ 
sioner. — If  tbe  Commissioner  finds  that  any  employer 
whiel-i  filed  a  waiver  pursuant  to  this  scetion  has  failed  to 
eomply  substantial^  with  tbe  requirements  of  this  sub- 
ehapter  or  is  no  longer  aide  to  comply  therewith,  tbe  Com¬ 
missioner  shall  give  sueb  employer  not  less  than  sixty  days1 
advance  notiee  in  writing  that  tbe  period  covered  by  sueb 
waiver  will  terminate  at  tbe  end  of  tbe  calendar  quarter 
specified  in  sueb  notice.  Such  notice  of  termination  may 
be  revoked  by  tbe  Commissioner  by  giving;  prior  to  the 
dose  of  tbe  calendar  quarter  specified  in  tbe  notiec  of  ter- 
mination,  written  notice  of  sueb  revocation  to  tbe  employer:- 


£le  notice  of  termination  or  of  revocation  thereof  shah  be 
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given  under  this  subsection  to  an  employer  without  the  prior 
eeneurrenee  el  the  Federal  Security  Administrator; 

“  (d)-  Ae  Renewal  oe  Waiver. — In  the  event  the 
period  covered  by  a  waiver  hied  pursuant  to  this  section  is 
terminated  by  the  employer,  no  waiver  may  again  be  made 
by  such  employer  pursuant  to  this  section-.-” 

-(e)-  4be  amendments  made  by  this  section  shall  he 
applicable  only  with  respect  to  remuneration  paid  after  4949; 

FEDERAL  SERVICE 


Sec.  S03t  -fa)-  4Art  44  of  sub  chapter  A  of  chapter  9 
of  the  Internal  Revenue  Code  is  amended  by  adding  after 
section  1412  (added  by  section  h02-  of  this  Act)-  the  follow- 
ing  new  sections 

“SEC.  UU,  INSTRUMENTALITIES  OF  THE  UNITED  STATES, 


1  ‘Notwithstanding  any  other  provision  of  law  -(-whether 
enacted  before  or  after  the  enactment  of  this  section)  which 
grants  to  any  instrumentality  of  the  United  States  an  cxemp- 
tien  from  taxation,  such  instrumentality  shah  not  he  exempt 
from  the  tax  imposed  by  section  1410  unless  such  other  pro¬ 
vision  of  law  grants  a  specific  exemption,  by  reference  to 
section  1410,  from  the  tax  imposed  by  such  section-;” 

-(h)-  Section  1420  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsections 

i-L(e)-  -Federal  Service. — 4n  Ore  ease  of  the  taxes  hn- 
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posed  by  this  subehapter  with  respect  to  service  performed 
m  ike  employ  of  dm  -United  States  or  in  ike  employ  el 
any  instrumentality  which  is  mindly  owned  ky  ike  United 
Stales,  ike  determination  whether  an  individual  kas  per- 
lonned  service  wkiek  constitutes  employment  as  defined 
in  section  -4 1-26,  ike  determination  el  ike  amount  el  remu¬ 
neration  ler  sunk  service  wkiek  constitutes  wages  as  defined 
m  suek  section,  and  Ike  return  and  payment  el  ike  tees  im¬ 
posed  ky  tkis  subekapter,  skak  ke  made  ky  Ike  kead  el  ike 
•Federal  agcney  or  instmmentality  having  Ike  control  el  suek 
service?  or  by  suek  agents  as  suek  kead  may  designate. — Uke 
person  making  suek  return  may,  ler  convenience  el  adminis¬ 
tration,  make  payments  el  Ike  lax  imposed  under  section 
44 10  witk  respect  to  suek  service  without  regard  to  Ike 
$-3,600  limitation  m  section  -11-26  -(a)-  (4-)-,-  and  ke  shall  net 
ke  required  to  obtain  a  refund  el  the  -te  paid  under  section 
4410  on  that  pant  el  ike  remuneration  net  included  in  wages 
ky  reason  el  section  -4 126  -(a)-  -(4)-r  Eke  provisions  el  this 
subsection  skak  be  applicable  in  ike  ease  el  service  pen- 
formed  by  a  civilian  employee,  net  compensated  from  funds 
appropriated  by  ike  Congress,-  in  ike  Army  and  Air  Eeree 
Exchange  Service?  Army  and  Air  Uorec  4  lo4on  Picture 
Service,  Aavy  Skip-s  Service  Stores?  -Marine  Corps  4Ust  Ex¬ 
changes?  or  other  activities?  conducted  ky  an  insi 
H.  R.  6000 - 9 
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<-4  -the  United  States  snhjeet  tn  -the  pndsdietien  el  the  Set 
tary  el  Defense,  h4  installations  el  the  National  Military 
Establishment  tar  the  earn  fort,  pleasure,  eententmentj  and 
mental  and  physical  improvement  el  personnel  el  such 
Establishment-?  and  ier  purposes  el  this  subseetion  the 
Seeretare  el  Defense  shall  he  deemed  te  he  the  head  el 


seen 

-fe)-  Seetien  4414-  el  the 

1 1  t  )  w>]n|p/|  1  \\r  u  1 i  to*  4xi.  |]w>  qi  >/l 

ct  a  1  iv  1 1  x  ttrtt  tt  nr  rtrttTTTTtr  ttr  til  v  tirvt 

eoi  1  f  f  Mtru*  *  0  *  l  \  o1  f  1 1  /~v  i  wwac*oc;  /it 

Mr!  1  I  t  I  It  l  .  I  t/T  tTrtj  |  Hli  TTT 

1*01*01  fvnni  lot 

TV  V  V  IV  tv  I  1  1  wl  1 1  TTT" 


A/l  P  1  Q 
v  V7ttt“  TTT 

the  following  new 

^OOtl<U>  ill  fli  a  ft  r>  a  /  \  /  \  f 

Ov  L  1 1'  'll  y  ill  lilt,  v  iibv  t/l 

t/^o  or  ii  ttt|i  a11tt 
y  it  ctt  i  n  trr  rr  \>  I  it  utt 


thereel  during  any  ealendar  year 


agentw 

o  J 


owned 

alter  the  ealendar  year  4-949,  eaeh  head  el  a 
or  instrumentality  who  makes  a  return  pursuant  te  seetien 
1444  -(e)-  and  eaeh  agent,  designated  by  the  head  el  a 
-Federal  ageney  er  instrumentality?  who  makes  a  return 
pursuant  te  sueh  seetien  shall  he  deemed  a  separate 


-fdf  Fhe  amendments  made  hy  this  seetien  shall  he 
applieahle  only  with  respeet  te  remuneration  paid  alter 
4940? 


definition  on  -waofb 

Sne?  201.  -fa)-  Seetien  4444  -faf  el  the  Internal 
Revenue  Fade  is  amended  te  read  as  follows? 

"  (a)  kV-ssi-HS? — 4he  term  ‘wages’  means  all  rcinunera 
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tion  for  employment?  meluding  the  eask  value  of  all  remu¬ 
neration  paid  in  any  medium  other  than  easkq  except  tkat 
seek  term  shad  not  include — 

“  (1)  Tkat  part  of  tke  remuneration  which?  after 
remuneration  -(other  tkan  remuneration  referred  to  in 
tke  succeeding  paragraphs  of  tkis  subsection)  equal  to 
$3,609  with  respeet  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year? 
is  paid  to  suek  individual  by  seek  employer  during  suek 
calendar  year.  4f  an  employer  dining  any  calendar 
year  acquires  substantially  all  tke  property  used  m  a 

/~1  /vt»  1  All  nil  nf  O  OV  I  ll  OVni  1  1  O  V  l 

H  ilvlil  U1  U Uolllv.  oo  U1  itllU  ul IvJl  j/v,  1  uUll  I  11L  1  v  llltllTv.  1  1  l  111  1  vll 

to  as  a  predecessor)-  or  used  in  a  separate  unit  of  a  trade 
or  business  of  a  predecessor,  and  immediately  after  the 

Ill  lyio  tyn  /I  /a  Ay 

111  Tiro  ixtittu  v*  1 

prior  to  tke 


acquisition 


an  individual 
was 

i*  t  ll  All  T  Ay 
-  y  111  V>  11  y  1  O  1 

suek  employer  kas 


wko  i 

m  tke  trade  or  business  of  suek 
tke  purpose  of  determining  whet 
paid  remuneration  (other  than 
to  in  the  succccdiii^'  jp£ii  Rgi  aphs  ot  this  subsection  j  with 
respect  to  employment  equal  to  $3,690  to  suek  indi¬ 
vidual  dining  suek  calendar  year,  any  remuneration 
with  respeet  to  employment  paid  -(or  considered  under 
this  paragraph  as  having  been  paid)  to  suek  individual 
by  suek  predecessor  during  suek  calendar  year  and  prior 
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to  sue b  acquisition  shall  be  considered  as  having  been 
paid  by  suek  employ  or ; 

-(-2)  44a1  a-mouftt  el  any  payment  made  toy  e?  eft 
bela to  ofy  an  employee  under  a  plan  or  system  estab* 
baked  by  an  employer  which  makes  prevision  for  bis 
employees  generally  or  for  a  class  or  classes  of  bis  ene 


1&  any  amount  paid  by  an  employer 
lor  insurance  or  annuitiesy  or  into  a  bendy  to  provide  lor 
any  snob  payment) ,  on  account  ol  -(A)-  retirement,  or 

(li\  nv  nppiMoiU  ton  hi!  if  v  a*  tf-h  medicnl  av 

^  11  J  o  1  v"  1V1  ll  oo  tTT  UUl  lUl  llt  vl libel  Ulll  tyj  Ui  y  v ~  J  lllUUlLcll  U1 

accident  disability,  or  -f44f  death-; 

-•(-£■)■  Any  payment  made  to  an  employee  -(ineltid 
ing  any  amount  paid  by  an  employer  lor  insnranec  or 
annuities,  or  into  a  hmd7  to  provide  lor  any  snob  pay¬ 


ment.)  on  account  ol  retirement  ;- 

“  (1)  Any  payment  on  account  ol  siebness  or  acci 
dent  disability,  or  medical  or  hospitalization  expenses 
in  eonneetion  with  sickness  or  aeeident  disability,  made 
by  an  employer  toy  or  on  behalf  ofy  an  employee  alter 
the  expiration  ol  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  suck 
employer; 

--f5)  Any  payment  made  toy  or  on  behalf  oly  an 
employee  -{A)'  from  or  to  a  trust  exempt  from  tax 
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under  section  4-dk  -(ft)-  at  Ike  time  el  seek 
unless  seek  payment  is  make  te  an  employee  el  tke 
trust  as  remuneration  ler  services  rendered  as  snek 
employee  and  not  as  a  keneflciary  ol  tke  trust,  or  -(So¬ 
under  or  to  an  annuity  plan  wkiek,  at  tke  time  ol  suek 
payment,  meets  tke  requirements  ol  section  4-kk  -fa)- 

"i&h  ~{&h  (d) ; 

—(■6)  Tke  payment  ky  an  employer  -fwitkout  de- 
duetion  Irom  tke  remuneration  ol  tke  employee)-  (A) 
ol  tke  tax  imposed  upon  an  employee  under  section 
•  1400y  -(44)-  ol  any  payment  required  Irom  an  employee 
under  a  State  unemployment  compensation  law-j 

“-(7)-  Remuneration  paid  in  any  medium  etker  tkan 
eask  to  an  employee  lor  service  not  in  tke  eourse  ol  tke 
employer’s  trade  or  kusincss  (including  domestic  service 
m  a  private  kerne  ol  tke  employer)--  or 

-(■8-)-  Any  payment  (otker  tkan  vacation  or  siek 
pay)-  made  to  an  employee  alter  tke  montk  m  wkiek  ke 
attains  tke  age  ol  sixty  five?  il  ke  did  net  work  lor  tke 
employer  in  tke  period  lor  wkiek  suck  payment  is  made? 
Tips  and  otker  eask  remuneration  customarily  received  ky 
an  employee  in  tke  course  ol  kis  employment  Irom  persons 
otker  tkan  tke  person  employing  kirn  skulk  lor  tke  purposes 
ol  tkis  sukekapterj  ke  considered  as  remuneration  paid  to 
kim  ky  kis  employer^  except  tliat,-  m  tke  ease  ol  tipsy  only 
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during  onv  calendar 

O  «. 


so  much  of  the  amount  thereof 
quarter  os  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  saeh  quarter?  reports  In  writing  to  his 
employer  os  having  been  received  by  hhn  In  such  quarter 
shah  he  considered  as  remuneration  paid  by  his  employer? 
and  the  amount  so  reported  shah  he  considered  as  having 
been  paid  to  him  by  his  employer  on  the  date  on  which 

ia  l n n rlo  f a  f  1~i o  ornmA^^ov  ?? 

15 llL  JLl  1  v  |  'll!  L  To  Trtttttu  tU  111  v  LllipiU  V  LI  • 

-(b)-  So  much  of  section  4101  -(d)-  -fd)-  of  the  Internal 
Revenue  Code  as  precedes  the  second  sentence  thereof  is 
amended  to  read  as  follows-: 

“-(-'2)  -Wages  received  during  1947?  194s?  and 
4-9-49- — It  by  reason  of  an  employee  receiving  wages 
from  more  than  one  employer  during  the  calendar  year 
4917,  4948,  or  1-919,  the  wages  received  by  him  dur¬ 
ing  sueh  year  exceed  $8,000,  the  employee  shah  he 
entitled  to  a  refund  of  any  amount  of  tax?  with  respect 
to  sueh  wages,  imposed  by  section  4400  and  deducted 
from  the  employee's  wages  -(whether  or  not  paid  to  the 
collector)  ?  winch  exceeds  the  tax  with  respect  to  the 
hrst  $4,000  of  sueh  wages  reecivcd.v 
-(e)-  Section  4401  -(d)-  of  the  Internal  Hevcnuc  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
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(C 


m- 


RECEIVED  AFTER  -HH-ih - 34  by  rca- 

wages  from  maw  lima 

yr  /  \  ^  ft/ ^1*  f  h  /  >  /Ml  un  j  /  ±X12 

X  L  ill  ttrTtrr  l H  i:  t^rttv  till  cl  1 


sen-  of  a* 

ooe  oniploycr  during  any 
year  1949,  lire  wages  received  l>y  dim  during  sued  year 
exceed  SByOUOy  die  employee  shad  be  entitled  to  a  refund 
of  any  amount  of  taxj  with  respect  to  sued  wages?  im¬ 
posed  dy  section  4490  and  deducted  from  tde  employees 
wages  -(whether  or  not  paid  to  the  collector-)-?  which 
exceeds  tde  tax  with  respect  to  tde  first  $3-,- 900  of  sued 
wages  received .  Refund  under  this  section  may  de 

made  in  accordance  with  tde  provisions  of  law  appdeadle 
in  tde  ease  of  erroneous  or  illegal  collection  of  the  tax? 
except  that  no  sued  refund  shad  de  made  unless  -(-A-)-  tde 
employee  makes  a  claim,  establishing  dis  right  thereto-; 
after  tde  calendar  year  in  which  tde  wages  were  re¬ 
ceived  with  respect  to  which  refund  of  tax  is  churned? 
and  -(E)-  such  churn  is  made  within  two  years  after 
tde  calendar  year  in  which  such  wages  were  received? 
die  interest  shad  de  allowed  or  paid  with  respect  tu 
any  sued  refund? 

-(4)-  Special  ff-eek  m  v-fh?  case  oe  feder-al 


U 


AAD  STATE  EMBLOYEES?- 


li 


(-Af  federal  -Employees? — In  tde  case  of  re- 
received  from  tde  United  States  or  a 
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wholly  owned  instrumentality  thereof  during  any 
calendar  year  after  the  calendar  year  1-940?  each 
head  of  a  Federal  agency  or  instrumentality  who 
makes  a  return  pursuant  to  section  44-20  -(e)-  and 
each  agent?  designated  hy  the  head  of  a  Federal 
agency  ar  instrumentality?  who  makes  a  return  pur¬ 
suant  to  such  section  shall,  for  the  purposes  of 
subsection  -(e)-  and  paragraph  -(3)-  of  this  subsec¬ 
tion?  he  deemed  a  separate  employer ;  and  the  term 
‘wages'  includes?  for  the  purposes  of  paragraph  -(B)- 
of  this  subsection,  the  amount,  not  to  exceed  $3,600,- 
determined  hy  each  such  head  or  agent  as  consti¬ 
tuting  wages  paid  to  an  employee. 

“  (41)  State  Employees: — For  the  purposes  of 

no  ro  (vyo  nil  .  /  Q  \  |1\  i  c*  s'li  1  v_tw  *11011  -  ni-  fill  on 

J  /  ill  ilii,  I  i 1^/11  yOJ  tTr  111 lo  nil  t JoLl  llUllj  Tit  Tl lt3  tTtoU  v/T 

remuneration  reeeiv-ed  during  any  calendar  year 
after  the  calendar  year  1919,  the  term  ‘wages- 
includes  remuneration  for  services  eov-cred  he  an 
agreement  made  pursuant  to  section  24-8  of  the 
Social  Security  deep  the  term  ‘employer*  includes 
a  State  or  any  political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of  the  foregoing ; 
the  term  4a?d  or  4ax  imposed  hy  seetlon  4400’ 
Includes,  tH-  fllC  C'ftSO  of  services  covered  hy  an 
agreement  made  pursuant  to  section  248  of  the 
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Social  Act,  an  amount  equivalent  to  the 

tax  which  would  he  imposed  h y  section  1100,  If 
such  services  constitute!  employment  as  defined  in 
section  142-0;  and  the  provisions  of  paragraph  -(h)- 
of  this  suhsection  shall  apply  whether  or  not  any 
amount  deducted  from  the  employee’s  remuneration 
as  a  result  of  an  agreement  made  pursuant  to  sec¬ 
tion  248  of  the  Social  Security  Act  has  heen  paid 
to  the  Secretary  of  the  Treasury.” 

-(d)-  The  amendment  made  hy  suhsection  -(ft)-  of  this 
section  shall  he  applicable  only  with  respect  to  remuneration 
paid  after  1049.  4n  the  ease  of  remuneration  paid  prior  to 
1950,  the  determination  under  section  -1420  -(a)-  -(4-)-  of  the 
Internal  Revenue  Code  -(prior  to  its  amendment  hy  this 
Ant)-  of  whether  or  not  sueb  remuneration  constituted  wages 
shall  he  made  as  if  subsection  -(a)-  of  this  section  had  not 
heen  enacted  and  without  inferences  drawn  from  the  fact 


that  the  amendment  made  hy  s 
applicable  to  periods  prior  to  1-9 50? 


/  r>  \  i  n  n  nf  i  > Q  /l  a 
I  cl  I  To  TltTC  TTTtttttv 


DEFINITION  OF  EMPLOYMENT 
SeOy  205.  -(a)-  Effective  J anuary  -R  49507  section  1420 
-(h)-  of  the  Internal  Revenue  bode  is  amended  to  read  as 
follows : 

-(h)  EivirLOYM-E-NT- — The  term  ‘employment-  means 
any  service  performed  after  1930  and  prior  to  1950 
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which  wars 


for  the 


of  {Ms  sab- 


under  the  law  applicable  to  Ike  period  1ft  which 
seek  service  was.  performed,  and  any  service,  of  whatever 
caterer  performed  after  1-919  either  (A)  ky  art  employee 
for  the  person  employing  him,  irrespective  of  the  citizen- 
yllip  032  residence  of  either,  -{if  within  Ike  United  States,  or 
fiif  oft  or  in  conneetioft  with  aft  -American  vessel  or  -Amer- 
lean  aircraft  under  a  contract  of  service  which  is  entered  kite 
wit. kin  the  United  States  or  daring  the  performance  of 
which  the  vessel  or  aireraft  tonehes  at  a  port  in  the  United 
States,  if  the  eftrpleyee  is  employed  on  and  hr  connection 
with  sack  vessel  or  aircraft  when  eatside  the  United  States^ 
or  f-Bf  eatside  the  United  States  hy  a  citizen  of  the  United 
States  as  an  employee  for  an  American  employer  fas  defined 
hr  subsection  fdf  of  this  section)  ■  ;■  exeept  that,  hr  the  ease  of 
service  performed  after  191-9,  sack  term  shall  not  inehtdc — 

-  ( 1 )  Agricaltiiral  labor  fas  dehned  in  sabseetion 
fhf  of  this  section)  ; 

“  (2)  (A)  Sendee  not  hr  the  coarse  of  the  ear- 

i\l  f  vo  rl  o  Ay  1  Vi  l  sit  1  ^  s*  o  /  ii  >  /rli  i  cl  1 1 1  (v*  /I  mi  i  >  ao  f  i  n  l  <  ai»\:i  aa 

j  M' M  '  1  n  tTxtvtu  U1  llotj  1  t  oo  y  till'  *  1 v  l 1 1  fU  il*  'll  I'M  I  v  M  l  >  Jv'U 

hr  a  private  home  of  the  employer)  performed  on  a  farm 
operated  for  preffU 

-(H)-  Domestic  service  performed  hr  a  local  college 
ebtiy  or  loeal  chapter  of  a  college  fraternity  or  s< 
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by  ft  student  who  is  encoded  and  is 
classes  ftt  ft  selrool,  college,  or  university-? 

“  (3 )  ■  Serviee  net  in  the  course  of  the  employees 
trade  or  business  performed  in  any  calendar  quarter  hy 
an  employee,  unless  the  cash  remuneration  paid  fee  sueh 
service  is  or  mere  and  sueh  service  is  performed 
hy  an  individual  who  is  regularly  employed  hy  sueh 
employer  to  perform  sueh  service-,  her  the  purposes  of 

fill  o  tvo  ya  OUai  ~l^1l  p  1 1  ^  / 1 1  \  r  i  r\  1 1  p  1  qIi  P  1 1  1  w  i  /I  /v  /ai  >  \  r\  A  i_e\  Vva 

tlllb  Uctl  tljgl  tl  pllj  ttir  TTTVII  IM  1  751  lit  IT  T7t7  tlULrlllULl  TV7  TJTJ 

regularly  employed  hy  an  employer  during  a  calendar 
quarter  only  if  -{Af  sueh  individual  performs  for  sueh 
employer  service  not  in  the  eeurse  of  the  employer's 
trade  or  business  during  some  portion  of  at  least  twenty 
siv  days  during  sueh  quarter?  or  -fUf  if  sueh  individual 
was  regularly  employed  -{as  determined  under  clause 
-(-A) )  hy  sueh  employer  hr  the  performance  of  sueh 
serviee  during  the  preceding  calendar  quarter.  As  used 
hr  this  paragraph?  the  term  “serviee  not  hr  the  course 
of  the  enrolovcr-s  trade  or  business”  includes  domestic 


serviee  in  a  private  home  of  the  employer-? 

4-{4)-  Serviee  performed  hy  an  individual  nr  the 
employ  of  his  son?  daughter?  or  spouse?  and  serviee 
performed  hy  a  child  under  the  age  of  twenty— one  in 
the  employ  of  his  father  or 
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-  (5)  Serviee  performed  by  an  mUiVKiuai:  eft  or  m 
connection  with  a  vessel  net  an-  American:  vessel,-  or 
on  or  in  connection  with  an  aireraft  not  an  American 
aircraft,  if  the  -individual  is  employed  on  and  in  cenncc 
tiort  with  such  vessel  or  aireraft  when  outside  the  United 


-ft»)-  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,-  if  sueh  iftstnimen  - 
tality  is  exempt  from  the  tax  imposed  hy  section  1110 
by  virtue  of  any  provision  of  law  which  specifically 
refers  to  sneh  section  in  granting  sneh  exemption-; 

“-(-7)  Service  performed  in  the  employ  of  the 
United  States,  or  in  the  employ  of  any  instrumentality 
of  the  United  States  which  is  partly  or  wholly  owned  by 
the  United  States,-  but  only  if  -(d)-  sueh  serviee  is  covered 
hy  a  retirement  system,  establi sited  by  a  law  of  the 
United  States,  for  employees  of  the  United  States  or  of 
sneh  instrumentality,  or  -fib)-  sueh  service  is  performed — 
“-(A)  by  the  -President  or  Adee  President  of 
the  United  States  or  by  a  Member,-  Delegate,  or 
Resident  Commissioner,  of  or  to  the  Congress ; 

-(-&)-  in  the  legislative  branch; 

-fCf  bn  the  field  serviee  of.  the  Post  Office 
Department-7 
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“-fD)  in  op  under  the  -Bureau  ol  the  Census  of 
the  department  of  Gommerec  by  temporary  em¬ 
ployees  employed  for  the  taking  of  any  eensus ; 

“-fE)  by  any  employee  who  is  exeludcd  by 
order  from  tbe  operation  of  tbe  Cm! 
Aet  of  1930  beeause  be  is  paid 


on  a  eentract  or  fee  basis-? 

-  (F)  by  any  employee  reeeiving  nominal  com¬ 
pensation  of  $42-  or  less  per  annum ; 

“-(-G)  in  a  hospital?  home,  or  other  institution 
of  tbe  United  States  by  a  patient  or  inmate  thereof 

-(44)  by  any  employee  who  is  excluded  by 
Executive  order  from  the  operation  of  tbe  Civil 
Service  Retirement  Aet  of  4930  because  he  is 
serving  under  a  temporary  appointment  pending 
hnal  determination  of  eligibility  for  permanent  or 
indefinite  appointment ; 

-  (4)-  by  any  consular  agent  appointed  under 
authority  of  scetion  004  of  the  Foreign  Scrviee  Aet 
of  1946  -(22  4U  St  Ct?  seer  954-)-;- 

“-(-J)  by  any  employee  included  under  section 
2  of  the  Aet  of  August  4?  1917  (relating  to  eertain 
interns?  student  nurses,-  and  other  student  employees 


of  hospitals  of  the  Federal  Government ;  0  4F  Sr  Cr? 
seer  1052)-? 
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“■(■K)  in  the  employ  of  Ike  Tennessee  Ahdley 
Authority  in  a  position  which  is  cov-erod  by  a  retire¬ 
ment  system  established  by  saek  Authorityi 

by  any  employee  scrying  on  a  temporary 
basis  in  ease  el  brer  storm-,  eartbquahey  floodT  or 
other  cmergonoy-j  or 

by  any  employee  who  is  employed 
nnder  a  federal  relief  program  to  relieve  bim  from 


--(8)  -fArf  Service  -{other  than  service  to  which 
snbpara graph  -ff4f  of  this  paragraph  is  applicable) 
performed  in  the  employ  of  a  State,  or  any  politieal 


thereof,  or  any  instrumentality  of  any  one 
or  more  of  the  foregoing  wbieb  is  wholly  owned  by  one 
or  more  States  or  politieal  subdivisionsq 

Service  performed  in  the  employ  of  any  po¬ 
litieal  subdivision  of  a  State  in  eonneetion  with  the  opera- 
tien  of  any  pnbbe  transportation  system  nnless  sneb 
serviee  is  performed  by  an  employee  whose  service  is  not 
included  under  an  agreement  tattered  into  pursuant  to  the 
provisions  of  section  S4S  of  the  Social  Security  Aet  and 
who — 


-w- 


an  employee  of  such  politieal  suk- 
witk  and  at  the  time  of  its 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 


143 


LHHioinuii  alter  49341  ©1  such  transportation  syst 
or  any  part  thereolq  and 

**-(ii)  prior  9)  such  acquisition  rendered  serv- 

l  r»  ('*  Q  \  y  ]  »  w  « 1  > 
tCUo  '  V  TlTvlr 


system  or 


~\TTlflt  ill  A 

\V  Till  TITO 

part  thcrcolr 

4n  lire  ease  el  an  employee  described  in  claases  frf  and 
-fit)-  who  became  such  an  employee  in  connection  with 
an  acquisition  made  prior  to  49b07  tins  subparagraph 
sludl  not  be  applicable  with  respect  to  such  employee 
if  tbr0  politic* ill  subdivision  employing  bhn  hies  with  the 
Commissioner'  prior  to  January  47  49h07  a  statement 
that  it  does  not  layer  the  inclusion  under  this  subpara 
graph  of  any  individual  who  became  an  employee  in 
eonneetien  with  such  acquisitions  made  prior  to  1950t 
4br  the  purposes  el  this  subparagraph  the  term  -political 

an  instrumentality  el  one  or  more 


subdivisions  of  a  State-? 


-  (9)-  Service  performed  by  a  duly  ordained?  com¬ 
missioned,-  or  licensed  minister  of  a  church  in  the 
exercise  d  his  ministry  or  by  a  member  ©i  a  religious 
order  in  the  exercise  ©1  duties  required  by  such  order ; 
“f  10)  Scrviec  performed  by  an  mdryiduai  as  an 
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. \  wj  /I  pfii  in 

cio  vlvilllv  vl  ill 


scetion  lhd2-j 

“  (14)  -fA-)-  Service  performed  in  any 
quarter  in  -die  employ  el  tew  organization  exempt  from 
income  tax  under  section  -104, ■  if  the  remuneration-  for 
such  service  is  less  than  8 1 00  , 

■“  (41)  Service  performed  in  the  employ  of  a  school, - 
college^  or  university  if  sueh  service  is  performed  fey 
a  student  who  is  enrolled  and  is  regularly  attending 

eollegc,  or  university^ 

in  ill  A  01141  Cl  V T  a|  jQ_  I  AVA1  (7*11 
ITT  L  lltv  4  IlJLj41vJ  \  tTX  tt  J  U1  L'lgJLl 

as  a  consular  or  other 


I  .1  eoAH  n  1  rill  /  .  1~> 
tjitroouo  til  u  tlvll 


officer  or  employee  or  a  nondiploinatic  representative)  -,1 
“  (43)  Service  performed  m  the  empky  of  an  in¬ 
strumentality  wholly  owned  fey  a  foreign  government — 
“  (A)  4f  the  service  is  of  a  character  similar 
to  that  performed  in  foreign  countries  fey  employees 
of  the  fefnited  States  Government  or  of  an  instru 


that  the  foreign  gov- 


-  (41)  4f  the  Secretary  of  State  shall  certify  to 

til  O  SsOQVofxi  VTT  aI  tlui  — 

1114  U 1  1  1  4'  l 111  \  v*  1  1114  j 

eminent,  with  respect  to  whoso  instrumentality  and 
employees  thereof  exemption  is  elahnedj  grants  an 
equivalent  exemption  with  respect  to  similar  service 
in  the  foreign  country  fey  employees  of 
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the  United  States  Uovornmcnt  and  el  instrumcn  ■ 
talkies  thereof  ; 

-‘-(■1-1 )  Service  performed  as  a  student;  nurse  in  the 
employ  el  a  hospital  or  a  nursed  training  school  by  an 
individual  who  is  enrolled  and  is  r c g ftlftr  1  ot tending 
classes  in  a  nurses-  training  sehool  chartered  or  approved 
persaant  to  State  lawy  and  service  performed  as  an 
interne  in  the  employ  el  a  hospital  hy  an  individual  who 
das  completed  a  lour  roars’  eonrsc  in  a  medical  school 
chartered  or  approved  pnrsnant  to  State  lawy 

as  an  officer  or  member  ol  the  crew  ol  a  vessel  while 
it  is  engaged  in)-  the  eatehmgj  taking,  harvesting,-  enh 
tivatingr  or  farming  of  any  hind  of  defy  shellfish,  crus 
taeea,  sponges,  seaweeds-,  or  other  ayuatie  forms  of 
animal  and  vegetable  life  (including  service  performed 
hy  any  sneh  individual  as  an  ordinary  incident  to  any 
sneh  activity)-,  except  -(A)-  service  performed  in  een- 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  -(B)-  service  performed 
on  or  in  connection-  with  a  vessel  of  more  than  ten  net 
tons  (determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laws  of  the  United  States)  -? 

II.  R.  6000 - 10 
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tt-m-  -w- 

undcr  tke  age  el  eigl 


performed  ky  aft  individual 
news,  net  including  delivery 


te  any  point  for  si 


delivery  or 


-Service  performed  ky  as  individual  in7  a»d 
at  ike  time  ef?  ike  sale  of  news  papers  er  magazines  la 


ultimate  consumcrs7  under  ant  arrangement 


wkieli 


Ike  newspapers  er  magazines  are  te  ke  sold  ky  kkn 
at  a  lived  priee7  kis  compensation  keing  kased  eat  Ike 
retention  el  Ike  eve-ess  el  seek  price  ever  Ike  amount 

.of  V\  1  )  i  /  «1  t]^  a  T~t  Ay  r>  rvo  r/i  n  no  rt  va  a|~|  n  va»a  /I  4 /~v 

cl  t  >  >  lllLll  lllu  ITtr  jl  ctj/tri  15  U 1  ilicli^  ctciilil  u  iTTU  llicll  ^  v_  Lt  tv 


]  ~>  i  A~tTl  i  /vf  ei*  ai*  n  rtf  lm  in 

lillll y  W  111"  ilivi  U 1  HU  l  llv  JLo  ^  i 

te  ke  eredited  witk  Ike 
turned  kaek-j 


a  minimum 

T  T  A  A  Al*  1C.  /  >  1  it  I  |  1  /  >  /I 

Iv  v  j  1/  -l  To  vyTlTxTTCn 

rs  er  maga-zines 


international 

me- 


performed  in  tke  employ  el  an 
7  er 

perlermed  ky  an  individual  in  tke 
sale  er  distribution  el  goods  er  eemmedlties  ler 
perseftj  ek  tke  premises  el  suek  persoig  under  an  am 
men!  wkereky  suek  individual  receives  kis  entire  re¬ 
muneration  (oilier  tkftn  prizes)  ler  suek  service  directly 
Irem  tke  purckascrs  el  suek  goods  er  commodities,  il  suek 
makes  no  prevision  -(etker  tkan  ky  correspond- 
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to  the  training  el  sueh 


enec)-  with 

the  performance  of  such  service  and  imposes  no 
ment  open  seek  individual  with  respect  to  (A)  the  fit¬ 
ness  el  sueh  individual  te  perform  sneh  service,  -{Ef  the 
geographical  area  in  which  sueh  service  is  te  he  per- 
lermed,  -(Of  the  volume  el  goods  or  commodities  to  he 
sold  or  distributed?  or  -(44)-  the  selection  or  solicitation  e! 


customers. 


-(h)-  Effective  January  4?  4039?  section  1426  fef  ol  the 
Internal  Ee-venue  Code  is  amended  to  read  as  tol-towsr 
“  (c)  State,  Em — 

“  (-1)  4-he  term  ‘State’  includes  Alaska,  Hawaii, 
the  Oi  strict  ol  Columbia?  and  the  A-irgm  Islands?  and  on 
and  alter  the  effective  date  specified  in  section  1633  sueh 

■“  (A)-  United  States; — Ehe  term  -‘United  States’ 
when  used  in  a  geographical  sense  includes  the  Adrgin 
Islands?  and  on  and  alter  the  effective  date  specified  in 
section  16-33  such  term  includes  Ifoerte  Eiem 


“  (3)-  Citizen — An  individual  who  is  a  citizen  ol 
Puerto  Eieo  -(hut  not  otherwise  a  citizen  ol  the  United 
States)-  and  who  is  not  a  resident  ol  the  United 
States  shall  not  he  considered?  lor  the  purposes  ol  this 
section,  as  a  citizen  ol  the  United  States  prior  to  the 
effective  date  specified  in  section  1633.’- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


148 


-fef  Section  4426  -(g)-  of  tfee  Internal  Revenue  Oode 
is  amended  fey  striking  out  “  (g)  -American  -Vessel. — -  and 
inserting  in  lien  thereof  “  (g)-  American  -Vessel  and  Air¬ 
craft- — — y  and  fey  striking  eat  the  period  at  the  end  ef  seek 
subsection  and  inserting  in  hen  thereof  the  following-?  and 
the  term  ‘American  aircraft'  means  an  aircraft 
under  the  laws  ef  the  'United  States.-- 


-(d)-  Section  1446  -(lr)-  ef  the 
is  amended  te  read  as  follows-? 


Revenue  Code 


“  (ft)  Agkicultubal  Lahor? — Rfee  term  k 
lafeeU  includes  all  services  performed — 

‘-‘-(4-)-  On  a  ferny  in  the  employ  ef  any  person,  in 
connection  with  cultivating  the  sedj  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity?  including  the  raising,'  shearings  feedings 
.  earing  forj  training,  and  management  of  livestock,  feeesy 
poultry,  and  fur-hearing  animals  and  wildlife? 

(  \  Xw.  f  li  n  oil t ill  n\T  a!  f  1 1  p  av  Ay  tAAO  nf  av  of li  av 

—  I  JLll  MIV’  L  111  j  Ml  ’  \  vTx  1 1 IV  tnTittT  t/r  LL lltlll  t  U 1  U  til  LI 

operator  of  a  farm,'  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  fey  a  hurricane,  if  the  major  part  of  suefe 
serviee  is  performed  on  a  farm. 

(d)  4n  connection  with  the  production  or  fear- 
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el  any  commodity  defined  as  an 

m  section  1-5  -fgf  ef  the  Agricultural  Mar- 
Aet?  as  amended?  or  in  connection  with  fire 
ginning  el  cotton.- 

—  (4)  (A)  4n  the  employ  el  the  operator  el  a  lama 
in  handling,  planting,-  drying,  packing,  packaging, 
processing,  freezing,  grading?  staring,  er  delivering  te 
storage  er  te  market  er  te  a  carrier  fer  transportation  te 
market,  in  its  unmanufactured  state?  any  agricultural  er 
horticultural  commodity ;  hut  anly  if  sueh  operator  pro¬ 
duced  mere  than  one-half  el  the  commodity  with  respect 
te  which  sneh  service  is  performed? 

--(B)-  In  the  employ  ef  a  group  ef  operators  el 

A 

l  I1AJ 


farms  -(ether  than  a 
performance  el  services  deserihed  in  subparagraph  (A-)  ? 
hut  only  if  sneh  operators  produced  ah-  ef  -the  -com¬ 
modity  with  respect  te  which  sueh  service  is  performed; 
Ber  the  purposes  ef  this  subparagraph?  any  unincor¬ 
porated  group  ef  operators  shah  he  deemed  a 
tive  organization  if  the  numl>er  ef  operators 
such  group  is  mere  than  twenty  at  any  time  during 
the  calendar  quarter  in  which  sueh  service  is  performed? 

“  (C)  4he  provisions  ef  subparagraphs  -(A-)-  and 
-fB}-  shall  net  he  deemed  te  he  applicable  with  respect 
te  service  performed  m  connection  with  commercial 
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or  commercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  commodity  after  its 
delivery  to  a  terminal  market  for  distribution  for 
consumption? 

As  used  m  this  section^  tfee  term  ‘farm-  includes  stocky 
dairyy  poultry,  fruity  fur-bearing  animal, ■  and  truck  farms, 
?nsr  ranehesy  nurseriesy  ranges,  greenhouses  or  other 
ares  used  primarily  for  the  raising  of  agricul 
tural  or  hortieultural  eommoditiesy  and  orchards 

-(e)-  Section  1 1-26  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  subsections  -(i)-  and  -(j)-  and  insert 
ing  in  hen  thereof  the  feflevringv 

-AMRiu-ewY  Employer. — Phe  term  -American 
employer^  means  an  employer  which  is  -(4)-  the  United 
States  or  any  instrumentality  thereof?  -(2)-  an  individual 
who  is  a  resident  of  the  United  States,-  -f3)-  a  partnership, 
if  two-thirds  or  more  of  the  partners  are  residents  of  the 
United  Statesy  -(4-)-  a  trust,  if  all  of  the  trustees  are  residents 
of  the  United  States?  or  -(&)-  a  corporation  organized  under 
the  laws  of  the  United  States  or  of  any  State/- 

-(f)-  Seetion  4426  -(e)-  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  '‘-paragraph  (9)  ”  and  inserting  in 
hen  thereof  -paragraph  (10) 

-(gf  Pbe  amendments  made  by  subsections  -(e)-y  -(dfy 
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-(e)^  ood  -(f)-  of  this  seetion  shall  ho  applicable  only  with 
to  sendees  performed:  after  1949. 


DB-FI-X-mey  OF  EMPLOYES 

S-EOr  206.  -(a)-  Section  1426  -(d)-  of  the  Internal  Iteve- 
nne  Code  is  hereby  amended  to  read  as  fellows-? 

-(d)-  Employee. — The  term  bmpleyeb  means — 

/  1  \  n n tt  officov  a(-  q  fi  rm  •  r\im 

l  -L  )  till  V  vXlliU  vYT  v7JL  tt  \3U1  (Jt7l  U  tlt7Tl“  UT 

-(2-)-  any  individual  whey  under  the  usual  eom- 
men  law  rules  applicable  nr  dctei  mining  the 


u 


tt 


employee  relationship  has  the  status  of  an  employee? 
Eor  purposes  of  this  paragraph,  if  air  individual  -(either 
alone  or  as  a  member  of  a  group)-  performs  service  for 
any  other  person  under  a  written  contract  expressly 
reciting  that  such  person  shall  have  complete  eentrel 
over  the  performance  of  such  service  and  that  such  in¬ 
dividual  is  an  employee,  sueh  individual  with 
to  sueh  service  shall,  regardless  of  any 
not  in  writingy  be  deemed  an  employee  of  sueh 
-(otj  if  sueh  person  is  an  agent  or  employee  with  re¬ 
spect  to  the  execution  of  sueh  contract,-  the  employee 
of  the  principal  or  employer  of  sueh  person)-^  or 
“  (3)  any  individual  -(other  than  an  individual 
who  is  an  employee  under  paragraph  -(I)-  or  -(2)-  of  this 
who  performs  services  for  remuneration 


for  any 
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U 


(Arf  as  an 


salesman  in  Ike  manufac¬ 


turing  a? 


U 


u 


u-fB)  as  a  f nk- time  Ike  insurance 
(D)  as  a  lieme  worker  ee  materials  or  geeks 

i  o  i»r>  ill  1*1  sill  orl  Ktt  fli  e  novoAii  fnv  irm  ATY1  ni  a 

VV  lildl  Ml  U  1  111  lllollUvL  U  y  trrlt^  U“1  73  v7Tl  1U1  \V  11U111  THU 

services  are  performed  aek  which  are  required  te  he 
returned  te  seek  person  or  te  a  person  designated 
by  him; 

“  (E)  as  a  contract-logger ; 

“  (F)  as  a  lessee  or  licensee  el  space  within 
a  mine  when  substantially  ah  el  the  product  el  seek 
ss  is  required  te  he  sold  or  turned  ever  te  the 


lesser  er  licensor ;  er 

“  (G)  as  a  housc-to  house  salesman  k  under 
the  contract  el  serviec  er  in  laet  seek  individual  -(i)- 
is  required  te  meet-  a  minimum  sales  quota,-  er  -(41)- 
is  expressly  er  impliedly  required  te  furnish  the 
services  with  respect  te  designated  er  regular  cus¬ 
tomers  er  customers  along  a  prescribed  reeky  er 
-(4ii)-  is  prohibited  Irem  furnishing  the  same  er 
similar  services  for  any  other  person — 
if  the  contract  el  service  eentemelatcs  that 


ah  el  such  services  -(-ether  than  the  services  described 
m  subparagraph  (F) )  are  te  he  performed 
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by  sueb  individual-*  except  that  an  individual  shall  net 
be  included  in-  tbe  teem  ‘employee’  under  tbe  previ¬ 
sions  of  tbis  paragraph  if  sueb  individual  has  a  substan- 
thd  investment  (other  than  tbe  investment  by  a  sales* 
man  m  facilities  fee  transnortation )  in  tbe  facilities  of 


tbe  trade?  occupation?  business,  or  profession  wkb 
■respect  to  which  tbe  services  are  performed,  or  if  tbe 
services  are  in  tbe  nature  of  a  single  transaction  not 


part  of  a  continuing  relationship  with  tbe  person  for 
whom  tbe  services  £ii  c  pci  forme  cl7  of 

“-(d)  any  individual  who  is  not  an  employee 
under  paragraph  (4  ) ,  -(2-) ,  or  -(b)-  of  this  subsection 
but  who,  in  tbe  performance  of  service  for  any  person 
for  remuneration-,-  has?  with  respect  to  sueb  service? 
tbe  status  of  an  cn  tployce,  as  determined  by  tbe 
combined  effect  of  -(A)  eontrol  over  tbe  individual, 
-(b)-  permanency  of  tbe  relationship,  -(G)-  regularity 
and  frequency  of  performance  of  tbe  service,-  (14)  inte¬ 
gration  of  tbe  individuals  work  in  tbe  business  to  which 
be  renders  service?  ■(•I!)  lack  of  skrh  required  of  tbe 
individual,  -(b)-  lack  of  investment  by  tbe  indevidual  in 
facilities  for  work,  and  -(G-)-  lack  of  opportunities  of  tbe 


individual  for  proht  or  loss.” 

-(b)-  bbe  amendment  made  by  tbis  section  shall  be  ap¬ 
plicable  only  with  respect  to  services  performed  after  1919. 
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SELF  EMPLOYMENT  INCOME 

Sec-.  207.  -(e)-  Chapter  0  el  the  Internal  Revenue  Cede 
is  amended  he  adding  at  the  end  thereef  the  following  new 
subehaptem 

-SUBGHAPTER  F  TAX  ON  SELF-EMPLOYMENT 

INCOME 

“SEC,  1640,  RATE  OF  TAX, 

^dn  additien  te  other  taxesj  there  shah  he  lcvied7  eeb 
leetcd,  and  paid  ler  eaeh  taxable  year  beginning  alter-  De¬ 
cember  34-j  19197  upon  the  sell-employment  ineeme  el  every 

i li A i l i ol-  fx  o  fnl  1  * 

JLxltli  v  xttTtcTrj  tl  Ltl  A  ttD  lUttO  \\  o  • 

“-(1)  In  the  ease  el  any  taxable  year  beginning 

1  r~>  1  pr,n  4-1 -i  a  fp  y  n1~iQ  11  ~K  t't  Aroinl  (a  0.1_  r\Ay  AA-n  Inm  a)- 

xix  Jl  U  tJ  \J  y  LllU  LclA.  oil  ti  ll  7 Jtj  tAjttttl  tt7  w  ^  JJC1  “txltttrrl  vTx 

the  amount  el  the  sell-empl-eyment  income  ler  such 
taxable  -year? 

‘— (-2 )  In  the  ease  el  any  taxable  year  beginning 
alter  December  3-C  -1-9 507  and  belero  January  fo  1-960,- 
the  tax  shall  be  equal  te  3-  per  centum  el  the  amount 
el  the  sell-employment  ineeme  ler  sueh  taxable  year.- 
^^(3-)-  In  the  ease  el  any  taxable  year  beginning 
alter  -December  3-fo  19597  and  before  J  a  many  fo  1-935,- 
the  tax  shall  be  equal  te  3f  per  centum  el  the  amount 
.  el  the  sell  employment  ineeme  ler  sueh  taxable  year.- 
“(4)  In  the  ease  el  any  taxable  year  beginning 
alter  Deeember  3 -fo  49647  and  before  January  4y  -197th 
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the  las  shall  be  equal  te  4-§-  par  centum  el  the  amount 
el  the  sed-cmploymcnt  income  lor  sueb  taxable  year.- 
“-(5)  be  tbe  ease  el  any  taxable  yeas  beginning 
after  December  F4?  49d>),  tbe  tax  shall  be  equal  te  dra¬ 
per  centum  el  tbe  amount  el  tbe  self  empkwment  income 
for  sneb  taxable  yean- 

-For  tbe  parposes  el  tbis  subehapter — 
ii-faf  FF?  -Earnings  From  Self -Emiaoy-me-n-t. — Tbe 
term  met  earnings  from  self  employmenF  means  the  gross 
ineemc,  as  computed  under  ebapter  4-?  derived  by  an  indb 
vidual  from  any  trade  or  business  carried  on  by  sneb  indi 
vidual?  less  tbe  deductions  abewod  under  sueb  chapter  whieh 
are  attributable  te  sueb  trade  or  business,-  plus  bis  distributive 
share  -{-whether  or  net  distributed)  el  tbe  net  income  or  less? 
as  computed  under  sueb  chapter?  from  any  trade  or  busi¬ 
ness  carried  on  by  a  partnership  el  wldeh  be  is  a  member ; 
exeept  that  in  computing  sueb  gross  ineemc  and  deductions 
and  sueb  distributive  share  el  partnership  net  income  or 
less — 


U 


-(F)-  -There  shall  be  excluded  rentals  from  real  estate 
-(ineluding  personal  property  leased  with  tbe  real  estate) 
and  deductions  attributable  thereto,  unless  sueb  rentals 
are  received  in  tbe  eourse  el  a  trade  or  business  as  a 


real  estate  dealer? 
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|'2-|  TL  hoi  c  shall  ho  excluded  ineeine  derived  Irem 
any  trade  er  business  in  which;  il  die  trade  or  business 
were  earried  on  exclusively  by  employees;  the  major 
portion  el  die  services  would  centitate  agricultural  labor 
as  defined  bi  soetion  1426  (h-)-;  and  there  shall  be  ex- 
eluded  ah  deductions  attributable  te  sueh  incomcy 

“-(3)  There  shall  be  excluded  dividends  en  any 
share  el  steeh,-  and  interest  en  any  bendy  debenture,  note? 
er  certificate,  er  ether  evidence  el  indebtedness,  issued 
with  interest  eeupons  er  hi  registered  lerm  by  any  cor¬ 
poration  (ineluding  ene  issued  by  a  government  er  pe- 
litieai  subdivision  tbereelf  unless  such  dividends  and 
interest  are  received  in  the  eeurse  el  a  trade  er  business 
as  a  dealer  in  steek  er  securities ; 

“  (4)  There  shall  be  excluded  any  gain  er  less 
re  which  is  considered  under  chapter  4  as  gain  er  less 
from  the  sate  er  exchange  el  a  capital  asset;  Irena 
the  cutting  er  disposal  el  timber  il  section  44-7-  -(jf  is 
applicable  te  such  gain  er  less;  er  -ftd)-  Irem  the  sahg 

el  property  il  sueh  property  is  neither  -{*)-  steek  in 
trade  er  ether  property  el  a  kind  which  would  prepcrly 
be  included  in  inventory  il  en  hand  at  the  dese  el  the 
taxable  year,-  ner  -(iif  preperty  held  primarily  ler  sale 
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to  easterners  in  the  ordinary  course  of  the  trade  er 


“-(-5)  i-he  deduction  for  net  operating  losses  pro¬ 
vided  in  seetion  3d-  -(e)-  shall  not  he  allowed ;■ 

-  (6)  -(A)  if  any  of  the  income  derived  from  a 
trade  or  hnsiness  (other  than  a  trade  or  business  car¬ 
ried  on  hr  a  partnership)  is  community  income  under 
community  property  laws  applicable  to  sueh  ineomo? 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  he  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
cxcreiscs  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  ease  all  of  sueh 
gross  income  and  deductions  shall  be  treated  as  the 
gross  income  and  deductions  of  the  wife-j 

—(44)  if  any  portion  of  a  partners*  distributive  share 
of  the  net  income  or  loss  from  a  trade  or  business  carried 
on  by  a  partnership  is  community  income  or  loss  under 
the  community  property  laws  applicable  to  such  share?  all 
of  such  distributive  share  shall  be  induded  in  computing 
the  net  earnings  from  self  employment  of  sueh  partner? 
and  no  part  of  sueh  share  shall  be  taken  into  account  in 
computing  the  net  earnings  from  self  employment  of  the 
spouse  of  sueh 
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U 


( ill  tliC  ease  el  any  taxable  yea?  beginning 
eft  or  after  tbe  effective  date  specified  in  section  1633j 
-{A)-  tbe  term  'possession  ol  tbo  Ignited  State#  as  used 
in  section  351-  shad  not  inelnde  Puerto  Pic%  and  -(P)- 
a  citizen  or  resident  ol  Puerto  Pieo  shall  compute  his 
net  earnings  from  self  employment  in  the  same  manner 
as  a  citizen  of  the  United  States  and  without  regard 
to  the  provisions  of  section  2-53-j 

--{&)  There  shall  he  excluded  ineomc  derived  from 

ah  1*0  rl  O  AT*  lmdlA  O  ri  a!~  ~vAn  Ivl  1  iv>  rv*  o  OTTyCAO  AV  a|L  AV 

trrtttro  1/1  U  LlolIlVJISb  UI  1 1 1 1  Mil  ol  11 1  IP  tt  111"  YV  o  p U  1J11  MX  U  tllvl 

publication  having  a  paid  circulation,  together  with  the 
income  derived  from  other  activities  conducted  in  con¬ 
nection  with  sueh  trade  or  business-j  and  there  shall  he 
excluded  all  deductions  attributable  to  such  hieeme.- 
4f  the  taxable  year  of  a  partner  is  different  from  that 
of  the  partnershipj  the  distributive  share  winch  he  is 
required  to  include  in  computing  his  net  earnings  from  self- 
employment  shall  be  based  upon  the  net  income  or  loss  of 
the  partnership  for  any  taxable  year  of  the  partnership 
■{even  though  beginning  prior  to  January  A-,  1950)  emb 
mg  within  or  with  his  taxable  year? 

-fbf  Self  Employment  Income. — The  term  bself- 
ineome’  means  Ore  net  earnings  from  self- 
employment  derived  hy  an  individual  (other  than  a  non¬ 
resident  alien  individual)  during  anv  taxable  vear 
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after  December  fi-p  1949;  except  -that  suek  term  shall  net 


-  (1)  That  pari  el  the  net  earnings  from  seb- 
employmcnt  which  is  m  excess  eU  (A-)--  $3,G007  minus 
-(D)-  -the  amoant  el  the  wages  paid  te  seek  individual 
during  the  taxable  year ;  er 

-(-2)-  Phe  net  earnings  from  sehAmploynrenty  il 
such  net  camiirgs  ler  the  taxable  year  are  less  than 
|400. 

Per  dre  purposes  el  elaase  -(4)-  the  term  wvages1  includes 
remuneration  paid  te  art  employee  il  saeh  remaneratiea 
is  for  services  included  under  an  agreement  entered  into 
pursuant  te  the  previsions  el  seetien  24S  el  the  Social 
Security  Act  -(-relating  te  coverage  el  State  employees)  t 
In  the  ease  el  any  taxable  year  beginning  prior  te  the 
effective  date  specified  in  section  -l-Goffi  an  individual  who  is 
a  citizen  el  Puerto  Rico  -{but  net  otherwise  a  ehiven  el  the 
United  States)-  and  who  is  net  a  resident  el  the  United 
States  er  el  the  Virgin  Islands  during  such  taxable  year  shall 
be  considered,  ler  the  purposes  el  this  subsection^  as  a  non¬ 
resident  alien  individual-  An  individual  who  is  net  a  citizen 
el  the  United  States  but  who  is  a  resident  el  the  ■Virgin- 
Islands  er  -(after  the  effective  date  specified  in  seetien  4G-33-)- 
a  resident  el  -Puerto  Rico  shall  net7  ler  the  purposes  el 
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g  0(3 1 1011  |}0 

individual. 


to  be  a  nonresident  alien 


-(e)-  Trade  or  Business. — The  teem  ‘trade  of  busi¬ 
ness—  when  used  with  reference  to  self  employment  ineeme 
or  net  earnings  from  self  employment-,,'  shall  have  the  same 
meaning  as  when  used  in  seetion  TH  cxeept  that  sneh  term 
shall  not  include — 

-Hi  )-  The  performance  of  the  functions  of  a  pnblie 
office ; 

“  (2)  The  performance  of  sendee  by  an  individual 
as  an  employee  -(other  than  service  described  in  see¬ 
tion  1126  -(b)-  ( -16-)-  -(44)-  or  section  -1-4416  -(b)-  -(-48) 
performed  by  an  individual  who  has  attained  the  age  of 
eighteen)-* 

“-(3)  The  performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 

~1  Q  O  • 

uvUtluTt  JL  rf tj  —d  y 

HT)  The  performanee  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  ehureli 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  oxereise  of  duties  required  by 
such  order-j  or 

-  (f>)-  The  performance  of  serviee  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  or  optome- 
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trial,  or  as  a  Christian  Science  practitioner,  or  as  an  aero 
nautical?  ehcmical?  civil?  electrical?  meehanieal?  metal¬ 
lurgical,  or  mining  engineer ;  or  the  performance  of  sueb 
serviee  by  a  partnership 

“-(4)  Employee  and  Wages. — The  term  ‘employee 
anti  the  term  ‘wages’  shah  have  the  same  meaning  as  when 
nseh  in  subchapter  A  of  this  chapter. 

“-(c)  Taxable  Year. — The  term  Taxable  year-  shah 
hare  the  same  meaning  as  when  nseh  in  chapter  4 -?  and 
the  taxable  year  of  any  individual  shah  he  a  calendar  year 
unless  he  has  a  different  taxable  year  for  the  purposes  of 
chapter  4?  in  which-  ease  his  taxable  year  for  the  purposes 
of  this  suhehapter  shah  he  the  same  as  his  taxable  year  under 
chapter  4r 

‘^SEC.  m  NONDEDUG-TIBILITY  OE  TAX, 

“For  the  purposes  of  the  income  tax  imposed  by  chapter 
4  or  by  any  Act  of  Congress  in  substitution  therefor?  the 
tax  imposed  by  section  4640  shah  not  he  allowed  as  a  dedae- 
tion  to  the  taxpayer  in  computing  his  net  income  for  any 
taxable  year? 

‘-‘SEC.  1643,  COLLECTION  AND  PAYMENT  OE  TAX, 

Administration. — The  tax  imposed  by  this  sub- 
chapter  shall  be  collected  by  the  Bureau  of  Internal  Revenue 
under  the  direction  of  the  Secretary  and  shah  be  paid  into 
H.R.  6000 - 11 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

IS 

19 

20 

21 

22 

23 

24 

25 


162 


Ike  Treasure  el  Ike  -United  Stales  as  internal  revenue 
*/ 

tionsr 

“  (b)  Addition  to  Tan  m  Case  ©e  Delinquency. — 
41  lire  lax  is  net  paid  when  duey  tkere  shall  he  addedj  as  pari 
el  Ike  taxy  intcresl  at  Ike  rale  el  6  per  centum  per  annum 
from  Ike  kale  Ike  lax  became  hue  until-  paidr 

Method  ©e  Collection  and  Payment- — Seek 
tax  shall  he  colleeted  and  paid  in  seek  manner,  at  seek  times, 
and  under  seek  conditions^  net  inconsistent  with  this  suk- 
ekapler,  as  may  he  prcscrikcd  ky  Ike  Goimnissioner  with 
die  approval  of  Ike  Secretary.- 

iL(df  -Fractional  Parts  ©e  a  Cbnt; — 4n  Ike  pay¬ 
ment  of  any  lax  under  tkis  subekapter  a  fractional  pari  of 
a  eent  shall  he  disregarded  unless  it  amounts  to  one-half  eent 
or  more,  in  which  ease  it  shah  he  increased  to  one  eent. 

“SEC.  1644  OVERPAYMENTS  AN©  UNDERPAYMENTS. 

•Ml  more  or  less  Ikan  Ike  corrcet  amount  of  lax  imposed 
ky  scetion  1640  is  paid  with  -respeel  to  any  taxable  yeary  the 
amount  of  Ike  overpayment  shad  he  refunded,  and  Ike 

ft  111  All  11  At  l]tO  1DU|  01*1 1  ft  TTiyi  op  f  c*l  1  ft  1 1  Iia  Cki  ilj-A/  «f  r><1  i  v~>  on  r.k  lAXii-JA— 
clillL/LLliC  vl  TTIc  Util  Ltd  |"t  \  lllv  1 1  L  olltlli  tic  L"UllcCtv.'Uj  111  ultL'll  lilt  1 1 1 

ner  and  at  suek  limes  -(sukieet  to  Ike  anmfieakle  statute  of 


in  scetion  3-31-2  or  3313)-  as  may  he 
ky  regulations  made  under  this  subchaptcr. 

-SEE  4644  RULES  AN©  REGULATIONS. 


dPke  Commissioner^  with  Ike  approval  of  Ike 
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shall  make  and  publish  sueh  rules  and  regulations  us  may  he 
necessary  for  the  enforcement  of  this  subehapter? 

^EO,  M4&  OTHER  LAWS  APPLICABLE. 

“All  precisions  of  law  (including  penalties  and  statutes 
of  limhati-ens)  applicable  -with  respect  to  the  tax  imposed 
be  section  2700  shall,  insofar  as  applicable  and  not  incon¬ 
sistent  with  the  precisions  of  this  subehapter,  be  applicable 
with  respect  to  the  tax  imposed  by  this  subchapterr 
-EEC.-  MEL  TELLE  OE  SURCHAP-TER, 

“This  subehapter  may  be  cited  as  the  ‘Self  Employment 
Contributions  Act’.” 


E  of  chapter  9  of  the 
Code  is  amended  by  adding  at  the  end 
new  sections : 


-EE-Gt  mil 


BATE  IN  CAEE  OE 


Revenue 


the  follo  wing 


RICO- 

IvTv7\/I 


^4f  the  C< 


of  -P-acrto  It  ho  certifies  to  the  Presi- 


dent  of  the  -United  States  that  the 
hasy  by  eoneurrent  resolutieny  resolw 
of  Puerto  dtieo  of  the 


of  Puerto  Pico 
that  h  desires  the 
of  title  44  of  the 


Social  Security  Aety  the  effective  date  referred  to  in  sec¬ 
tions  4426  -(efy  4044  -faf  -f^y  and  4644  -(bf  shah  be 


Januarv  4  of  the  first  calendar  year  which 


more  than 


ninety  days  after  the  date  on  which  the  President  receives 
such  certification:- 
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“SEC-.-  ±634  COLLECTION  OE 


AN©  PUERTO  RICO, 


IN  VIRGIN 


o  11  /~\f  1~»  r\r»  T\VAV1  C_1  fill  /  \  f  1  o  tv 
urn  U 1 11“ Jr  t/ttt vtotv/xt  vrr  ill  \\ 

taxation  Hi  the  Wrgin  Islands  or  Puerto  Rieoj  ail  tees 
imposed  fey  subchapters  A  ami  5  ei  this  chapter  sfeall  fee 
collected  fey  the  Rurcau  of  Internal  Revenue  under  the 
direction  of  the  Secretary  and  shall  fee  paid  into  the  Treasury 
of  the  United  States  as  internal  revenue  oollcotions-:” 

-(e)-  Section  3801  of  the  Internal  Revenue  Code  is 
amended  fey  adding  at  the  end  thereof  the  folio-wing  new 
subsection-: 

“(g)  -Taxes  Imposed  ©a  Chapter  ffe — The  provisions 
of  this  scetion  sfeall  not  fee  eonstrued  to  apply  to  any  te 
imposed  fey  chapter  00’ 

MISCELLANEOUS  AMENDMENTS 

SeOt  SOSt  -(a)-  -(4)-  Section  4007  -ffef  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows-: 

-(h)-  Wages. — The  term  ‘wages*  means  all  remimera- 
tien  for  employment,  including  the  easfe  value  of  all  remu 
neration  paid  in  any  medium  other  than  easfe-j  exeept  that 
suefe  term  sfeall  not  include — 

■“-fl)-  That  part  of  the  remuneration  which,  after 
remuneration  -(other  than  remuneration  referred  to  in 

$3j000  with  respeet  to  employment  has  been  paid  to 
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an  individual  fey  an  employer  during  any  calendar  yeary 
is  paid  to  suefe  individual  fey  suefe  employer  during  suefe 
calendar  year?  if  an  employer  dining  any  calendar 
year  acquires  sufestantially  all  the  property  used  in  a 
trade  or  business  of  another  person  -(hereinafter  referred 
to  as  a  pi  cdcccssoi  |  ^  oi  used  m  a  separate  unit  of  a 
trade  or  business  of  a  predecessor,  and  u 
after  the  acquisition  employs  in  his  trade  or 


an  individual  who  immediately  prior  to  the  acquisition 
was  employed  in  the  trade  or  business  of  suefe  prede¬ 
cessor,  tfeenj  for  tfee  purpose  of  determining  whether 
suefe  employer  has  paid  remuneration  -(other  than 
remuneration  referred  to  in  tfee  succeeding  paragraphs 
of  this  subsection)-  with  respeet  to  employment  equal 
to  S3-, 006  to  suefe  individual  during  suefe  calendar  year, 
any  remuneration  with  respect  to  employment  paid  -(or 
considered  under  this  paragraph  as  having  been  paidf 
to  suefe  individual  by  suefe  predecessor  during  suefe  cal¬ 
endar  year  and  prior  to  suefe  acquisition  shall  fee  con¬ 
sidered  as  having  been  paid  by  suefe  employer^ 

-  (2)  dfee  amount  of  any  payment  made  toy  or  on 
behalf  ofy  an  employee  under  a  plan  or  system  estab¬ 
lished  by  an  employer  which  makes  provision  for  bis 
employees  generally  or  for  a  elass  or  elasscs  of  feis  em¬ 
ployees  -(including  any  amount  paid  by  an  employer 
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for  insurance  or  annuities?  or  into  a  fund?  to  provide  for 
any  sueh  payment)-,  on  account  of  -{A^-  retirement,-  or 
-(44)-  siekness  or  aeeident  disability,  or  -(G)-  medieal  or 

in  eonneetien  with  siekness  or 


aeeident  disability,-  or  -(4d)-  death? 

“  (3)  Any  payment  made  to  an  employee  ( includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities?  or  into  a  fund,  to  provide  for  any  sued  pay- 

“  (4)  Any  payment  on  aeoount  of  siekness  or  aeei¬ 
dent  disability?  or  medical  or  hospitalization  expenses  in 
connection  with  siekness  or  aeeident  disability,  made 

I \ tt  ini  /nviid  att/  1a  av  ait  I  wx  Iro  1 4  a!  nil  riTYl  1  Vl  ATTOQ  a  If  or 

'  f  V  till  V'lll  1  ^1  \  V-  1  lv'  j  \7T  U1 1  U 1"  Illlll  U  A  y  l  HI  1111  j  /Iv-*  y  v  V  till  v,  -L 

tbe  expiration  of  six  calendar  months  following  the  last 
in  which  the  employee  worked  for  such 


‘AA)-  Any  payment  made  to?  or  on  behalf  of?  an 
employee  -{A)-  from  or  to  a  trust  exempt  from  tax  under 
444b  -(a)-  at  the  time  of  such  payment  unless  seek 
is  made  to  an  employee  of  the  trust  as  re¬ 
fer  services  rendered  as  suek  employee  and 
ry  of  the  trust;  or  -(44)-  under  or  to  an 
t?  at  the  time  of  such  payment,  meets 
of  section  4-tfe  -(a)-  -{Ah  -f4}?  (5) ; 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


167 


Tke 

duetion  from  tke 

f  f  ll  Q  fn  -v 

U 1  L11U  Ltl  A 


ky  as  employer 

of  ike  employee)  ( A ) 
upon  an  employee  under  section  4409y 
or  -{Rf  of  any  payment  required  from  an  employee  under 
a  Stale  unemployment  compensation  law-j 

u-(l)  Remuneration  paid  in  any  medium  elder  ikan 
cask  te  an  employee  for  service  not  in  Ike  course  of  tke 
employer’s  trade  or  kusincss ;  or 

•~(~8 )  ■  Any  payment  -(other  ikan  vacation  or  sick 
pay)  made  to  an  employee  after  Ike  montk  in  which  ke 
attains  ike  age  of  sixty-five,  if  ke  did  not  work  for  tke 
employer  in  tke  period  for  wkiefi  sued  payment  is  mador 
Tips  and  otker  cask  remuneration  customarily  received  ky 
an  employee  in  tke  eourse  of  kis  employment  from  persons 
otker  tkan  tke  person  employing  dim  skahy  for  tke  purposes 
of  tkis  sukckaptcy  ke  considered  as  remuneration  paid  to 
knn  ky  krs  employer ;  e-x-eept  tkafi  in  tke  ease  of  tipsj  only 
so  muck  of  tke  amount  thereof  received  Airing  any  calendar 
quarter  as  tke  employee^  before  tke  expiration  of  ten  days 
after  tke  close  of  sued  quarter,  reports  in  writing  to  kis 
employer  as  having  keen  received  ky  dim  in  suck  quarter 
shall  ke  considered  as  remuneration  paid  ky  kis  employer, 
and  tke  amount  so  reported  shall  ke  considered  as  kaving 
been  paid  to  kirn  ky  kis  employer  on  tke  date  on  which 
suck  report  is  made  to  tke  employer^' 
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-(5)-  4be  amendment  made  by  paragraph  -(4-}-  shad  be 
applicable  only  with  respect  to  remuneration  paid  after  -1949. 
In  the  ease  of  remuneration  paid  prior  to  1950,  tbe  deter¬ 
mination  nnder  section  1607  -(b)-  -(4-)-  of  tbe  Internal 
Revenue  Gode  (prior  to  its  amendment  by  tbis  Act)-  of 
whether  or  not  sneh  remuneration  constituted  wages  shall  be 
made  as  if  paragraph  -(4)-  of  this  subsection  had  not  been 
enacted  and  without  inferences  drawn  from  the  fact  that 

-{4}-  is  not  made  apph- 


the  amendment  made  by 
cable  to  periods  prior  to  19-50.- 

-(b)-  -(4)-  Section  4657-  -(c)-  -f§)-  of  the  Internal 
Code  is  amended  to  read  as  follows : 

-“■(3)  Ser-Y-iee  not  in  the  eourso  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remnneration  paid  for  such 
service  is  $55  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  sueh 
employer  to  perform  sueh  service.  Ror  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  ealendar 
quarter  only  if  -(A)-  such  individual  performs  for  such 
employer  service  not  in  the  course  of  the  emgteyeRs 
trade  or  business  during  some  portion  of  at  least  twenty- 
siv  days  during  such  qu artery  or  -(R)-  if  sueh  individual 
was  regularly  employed  -(as  determined  under  clause 
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-(A-)-)  ky  seek  employe?  in  tke  performance  ef  seek 
service  during  dm  preceding  calendar  quarterf-h 
-(A)-  8c cdon  4-607  -(e)-  -(10)  (A)  flf  ef  ike  Internal 
Revenue  Code  la  amended  kv  striking  ent  Aloes  net  exceed 
$45”  and  inserting  m  ken  thereof  ns  less  tkau  $-100”. 

-(A)-  Section  4607  -(ef  (10)  fRf  ef  Ike  Internal 
Revenue  Cede  is  amended  ky  striking  ent  An  any  calendar 
quarter”  and  ky  striking  ent  and  Ike  remuneration  fer 
snek  service  dees  net  c-xeecd  $45  -(exclusive  ef  room,  keardT 
and  tuition)- ”. 

-(4)-  4ke  amendments  made  ky  paragrapks  -(4)  T  (2) , 
and  fAf  skak  ke  applicable  only  with  respect  te  services 
performed  after  4949. 

-(ef  -(4f  8eetien  4-6-2 1  faf  f4f  ef  tke  Internal  R-eve- 
nne  Cede  is  amended  te  read  as  fekewss 

“(4)  fer  serviec  net  in  tke  eenrse  ef  tke  employer’s 

an  cmpleyee7  unless  tke  cask  remuneration  paid  fer  snek 
service  is  $A5  er  mere  and  snek  serviee  is  performed 
ky  an  individual  wke  is  regularly  employed  ky  snek 
employer  te  perform  snek  service;  Rer  tke  purposes  ef 
tkis  paragraph,  an  individual  shall  ke  deemed  te  ke 
regularly  employed  ky  an  employer  during  a  calendar 
quarter  only  if  (A)  snek  individual  performs  fer  snek 
employer  serviec  net  in  tke  eenrse  ef  tke  employer’s 
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trade  ef  business  during  some  portion  ol  at  least  twenty- 
six  days  during  sued  quarter?  or  -fR}-  if  such  individual 
was  regularly  employed  -{as  determined  under  clause 
■(-A))-  by  sued  employer  in  tbe  performance  of  sued 
service  during  the  preceding  calendar  quarter;”? 

-f3f-  Section  4A24-  -fuf  of  the  Internal  Revenue  Godo 
is  amended  by  striking  out  paragraph  -fbf  thereof  and 
in  hen  thereof  the  following : 

--(■9)  for  services  performed  by  a  duly  ordained? 

nn  orl  t  \  v  lioonci  Arl  m  i  n t q  fi  o  v  ix  r*lm  vaIi  m  fix  a 

LUllillllooiUllL  U  tf  \7r  iTL'vllovri  1111111MA1  tji  eti  4  11111  4  it  411  l  liv 

exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order ;  or 
-—(•10)  -(A)-  for  sendees  performed  by  an  indi¬ 
vidual  under  the  age  of  eighteen  in  the  delivery  or  dis- 

f  vi  1m  f  i  nix  a!  ri  liovn  av  olimnai  n  o*  n  attx*  a  a!  i  ra  e«1  n  i  ix  rp 

14  4  U  44  L444 44  U 4  41vJ  \  v  ib JJtl^JL4  o  U4  o41U |J  jJ  111^^  4141  \\  o ^  4444 1  444414 4141441^^ 

deli-ve^  or  distribution  to  any  point  for  subsequent 


f  G* 

( \  |ai»  oni*TT4r>rvCl  IXOvf  ll  nrl  nja.  Tlirll  VI  fill  nl  i  ii 

l  J_4  I  4  4*4  ull4  V  44' 4.  y  14 14  lv/4  Ill  I'll  try  ell  1  411444  V  44111114  441  ^ 

and  at  the  time  of?  the  sale  of  newspapers  or  magazines 
to  ultimate  consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are  to  he  sold  by 
him  at  a  fixed  price?  his  compensation  being  based  on 
the  retention  of  the  excess  of  sueb  price  over  the 
at  which  the  newspapers  or  magazines  are 
to  him?  whether  or  not  he  is  guaranteed  a 
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minimum  amount  of  compensation  for  such  service,  Of 
is  entitled  to  ho  credited  with  the  unsold  newspapers 
or  magazines  turned  baekv 

Tips  and  other  eash  remim oration  customarily  received  hy 
an  employee  in  the  course  of  his  employment  from  persons 
other  than  the  person  employing  him  shady  for  the  purposes 
of  this  subehapter,  he  considered  as  remuneration  paid  to 
him  hy  his  employer-;  except  that,-  in  the  ease  of  tipsy  only 
so  much  of  the  amount  thereof  received  during  any  calendar 
quarter  as  the  employee,  before  the  expiration  of  ten  days 
after  the  close  of  sueh  quarter,  reports  in  writing  to  his 
employer  as  having  been  received  hy  him  in  sueh  quarter 
shall  he  considered  as  remuneration  paid  hy  his  employee 
and  the  amount  so  reported  shall  he  considered  as  having 
been  paid  to  him  hy  his  employer  on  the  date  on  which 
sueh  report  is  made  to  the  employer/’ 

-(d)-  The  amendments  made  hy  paragraphs  -(T)-  and 
-(d)-  shad  he  applicable  only  with  respeet  to  remuneration 
paid  alter  4940. 

-(d)-  Effective  January  47  4950,  section  -1-403  -(b)-  of 
the  Internal  -Revenue  Code  is  amended  hy  striking  out  ^%f 
not  more  than  $5.-’’  and  inserting  in  lieu  thereof  the  fodow- 
ing-r  ^ef  Sueh  penalty  shad  he  assessed  and  codcctcd 
in  the  same  manner  as  the  tax  imposed  hy  section  1410.” 
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1  TITLE  III  AMjMMM  TO  PUBLIC  ASSIS-T- 

2  AACE  AHD  CHILD  WELFARE  PROVISIONS 

3  OE  THE  SOCIAL  SECURIT-Y  ACT 

4  Part  4 — Old-Age  A-ssj-stange 

5  REQUIREMENTS  OP  STATE  OLD  AGE  ASSISTANCE  PLANS 

6  SeGv  bO-L  -(a)-  Clauses  -(4)-  and  -(b)-  of  subsection  -(a)- 

7  ol  section  2  ol  tke  Social  Security  Act  ape  amended  to  read-? 

8  “  (If  provide  top  granting  an  opportunity  fop  a  taip  heaping 

9  befope  the  State  agency  to  any  individual  whose  elahft  fop 

10  old-age  assistance  is  denied  op  is  not  acted  upon  within  a 

11  reasonable  time ;  -(b)-  provide  saeh  methods  of  adndnistra- 

12  tion  as  ape  found  by  the  Administrator  to  he  necessary  for 

13  the  proper  and  efficient  operation  of  the  plan,  including 

14  (A)-  methods  relating  to  the  establishment  and  maintenance 

15  of  personnel  standards  on  a  merit  basis,  except  that  the 

16  Administrator  shall  exercise  no  authority  with  respect  to 

17  the  selection,  tenare  of  office,  and  compensation  of  any  in- 

18  dividual  employed  in  aecordanee  with  such  methods,  and 

19  -(B)-  a  training  program  for  the  personnel  necessary  to  the 

20  administration  of  the  plan-;”. 

21  -(b)-  Such  subsection  is  further  amended  by  striking  out 

22  “and”  before  clause  -(B)-  thereof;  and  by  striking  out  the 

23  period  at  the  end  of  such  subsection  and  inserting  in  lieu 

24  thereof  a  semicolon  and  the  following  new  clauses-? 

25  -“-(9)  provide  that  all  individuals  wishing  to  make  applica- 
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tien  for 
and  that 


oil  oil  1 1  n  TTr> 
Uooio lillHJU  olltl  11  lilt  »  v 


shall  fee 


eligible  individuals ;  and  (4-P)-  effective  July  4y  195-3,  pro- 
vidc,  if  tfee  plan  includes  payments  to  individuals  in  private 

a  State  authority  er  authorities  which  shall  he  responsible 
for  establishing  and  maintaining  standards  for  -such 


institutions 

-{of  The  amendments  made  fey  subsections  -faf  and 

/ 1> \  ril^ oil  to lr p  pffrvpt-  T 1 1 1  -t j  1 1  Q^vl 

n  rut  11  xttTct7  iJLLltrt  rl  til  \  Try  I  t/a  It 

GOMPPTA-TIOy  OP  FEDERAL  PQRTI-O^  OP  OLD-AGE 

■AS  S  IS  T  AN  OE 

Seer  302t  -(af  Section  3  -{af  of  the  Soeial  Security  Aet 

lo  tllilL’liUA  U.  tv  XvttXt  tttJ  IU11U  >V  o  • 

“Sec.  3t  -(a)-  From  the  sums  appropriated  therefor,  the 
Secretary  of  the  Treasury  shall  pay  to  each  State  which  has 
an  approved  plan  for  old-age  assistance^  for  each  quarter, 
beginning  with  the  quarter  commencing  October  4y  1949, 
-(4)-  in  the  case  of  any  State  other  than  Puerto  Rico  and 
the  4-icgin  Islands^  an  amount  j  winch  shah  be  used  exclu¬ 
sively  as  old-age  assistance,-  equal  to  the  sum  of  Pm  following 
proportions  of  the  total  amounts  expended  daring  sueh 
quarter  as  old-age  assistance  under  the  State  plan,-  not 
counting  so  much  of  sueh  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $39 — 
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“  (A)  four-fifths  of  sueh  expenditures;  net 
so  much  of  the  expenditures  with  rcspeet  to  any  month 
as  exceeds  the  product  of  multiplied  by  the  total 
number  of  sueh  individuals  who  received  old-age  assist- 
anee  for  sueh  month;  plus 

“■(B)  one-half  of  the  amount  by  which  sueh  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(A) ,  not  counting  so  much  of  the  expenditures  with 
rcspeet  to  any  month  as  exceeds  the  product  of  $3b 
multiplied  by  the  total  number  of  sueh  individuals  who 
reeeived  old  age  assistance  for  sueh  month,  plus 

■-(£)  one- third  of  the  amount  by  whieh  sueh  ex¬ 
penditures  exeeed  the  sum  of  the  products  obtained  under 
elauses  -{Af  and  -fB)y 

and  -{A}-  in  the  ease  of  -Puerto  Pico  and  the  Virgin  Islands, 
an  amount,  which  shall  he  used  exclusively  as  old-age  assist¬ 
ance,  equal  to  one-half  of  the  total  of  the  sums  expended 
during  sueh  quarter  as  old-age  assistance  under  the  State 
plan;  not  counting  so  much  of  sueh  expenditure  with  respect 
to  any  individual  for  any  month  as  exeeeds  $30,  and  -f3f  in 
the  ease  of  any  State;  an  amount  equal  to  one-half  of  the  total 


22  ©f  the  sums  expended  during  sueh  quarter  as  found  necessary 

23  by  the  Administrator  for  the  proper  and  efficient  adminis- 
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teation  el  Ike  Stale  plan,  which  amount  shall  he  used  lee 
paying  the  eesls  el  administering  the  State  plan  ee  lee  old- 
age  assistance?  ee  both?  and  lee  ne  etkee  purpose- 

-(h)-  The  amendment  made  by  subsection  -(a)-  shah  take 
effeet  Oetehee  4?  4-949-; 


DEFINITION  OF  OLD  AGE  ASSISTANCE 

Sec.  303.  -(a)-  Section  0  el  the  Social 
amended  te  eead  as  follows-; 


Act  is 


“defi-nttion 

‘"Sec-.  Or  4me  purposes  el  this  title,  the  teem  ‘old-  age 
assistance-  means  money  payments  te  ee  medical  eaee  m 
behalf  el  needy  individuals  who  aee  sixty  five  years  el  age  ee 
oldee,  but  dees  net  include  money-  payments  te  ee  medical 
earn  m  behalf  el  any  individual  who  is  an  inmate  el  a  public 
institution  -(except  as  a  patient  in  a  -medical  institution)-  and? 
effective  Only  -ty  40547  dees  net  include  money  payments  te 
ee  medieal  eaee  m  behalf  el  any  individual  -(a)  who  is  a 
patient  in  an  institution  fee  tuberculosis  ee  mental  diseases? 
ee  -(h)-  who  has  been  diagnosed  as  having  tuberculosis  ee 
pkychesis  and  is  a  patient  in  a  medieal  institution  as  a  result 
thcrcofr” 

-(b)-  The  amendment  made  by  subsection  -(a)-  shall  take 


effect  Oeteher  4y  49-40; 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


176 


Part  2 — Abb  to  Dependent  Children 

REffiHR-EMENTS  OP  STATE  PLANS  FOB  ABB  TO  DEPENDENT 

CHILDREN 

Sect  324t  -(b)-  Clauses  -(4-)-  and  -(b)-  of  subsection  -(ft)- 

# 

el  section  492  of  the  Social  beourhy  Act  are  amended  to 
lead  as  follows!  “  (4)-  provide  foe  granting  an  opportunity 
foe  a  fab  hearing  before  the  Stale  agency  to  any  individual 
whose  elaim  for  aid  to  dependent  children  is  denied  or  is 
not  acted  upon  within  a  reasonable  time ;  -(b)-  provide  sneh 
methods  of  administration  as  are  found  by  the  Administra 
tor  to  be  necessary  for  the  proper  and  efficient  operation 
of  the  pi  any  including  -(A)-  methods  relating  to  the  estab¬ 
lishment  and  maintenance  of  personnel  standards  on  a  merit 


hasisj  except  that  the  Administrator  shall  exercise  no  author 
by  whh  respect  to  the  selection,  tenure  of  offieeT  and  com¬ 
pensation  of  any  individual  employed  in  accordance  with 
such  methods,  and  -(44)-  a  training  program  for  the  person- 
nel  necessary  to  the  administration  of  the  plan;”. 

-(h)-  Such  subsection  is  further  amended  by  striking 
out  -‘and”  before  clause  -(8)-  thereof,  and  by  striking  out 
the  period  at  the  end  of  sneh  subsection  and  inserting  in 
hen  thereof  a  semicolon  and  the  following  new  clauses! 
“■(■9)  provide  that  all  individuals  wishing  to  make  appli¬ 
cation  for  aid  to  dependent  children  shall  have  opportunity 
to  do  soj  and  that  aid  to  dependent  children  shall  be 
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furnished  promptly^  to  ah  eligible  individuals ;  (1-0)  pro¬ 
vide  for  prompt  notiec  to  appropriate  law-enforcement 
officials  of  the  furnishing  of  aid  to  dependent  children  in 
respect  of  a  child  who  has  been  deserted  or  abandoned  by  a 
parent ;  and  -(4-4)  ■  provide  that  no  aid  wih  be  furnished  any 
individual  under  the  plan  with  respect  to  any  period  with 
respeet  to  which  he  is  receiving  old-age  assistance  under 
the  State  plan  approved  under  section  2-  of  this  Act-” 

-(-ef  The  amendments  made  by  subsections  -(a)-  and 
-(b)-  shah  take  effect  duly  -ty  4-95 1-. 


COMPUTATION  OP 


OP  WiB  PO 


DEPEtVBKPP  eHI-ED-R-EX 


SeOt  424b  -(a)-  Section  404  -(ft)-  of  the  Social 
Act  is  amended  to  read  as  follows : 

“Sec.  404.  -(a)-  -From  the  sums  appropriated 
the  Secretary  of  the  Treasury  shah  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  dependent  children,  for 
each  quarter,  beginning  with  the  quarter  commencing  October 
4-j  4049j  -(4)-  in  the  case  of  any  State  other  than  -Puerto 
Pvieo  and  the  -Virgin  Islands,  an  amount,  which  shah  be; 
used  exclusively  as  aid  to  dependent  ehildreiq  equal  to  the 
sum  of  the  following  proportions  of  the  total  amounts  ex¬ 
pended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plan,  not  counting  so  much  of  such  expendi 


H.  ft.  6000 - 12 
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tee  with  respect  te  any  dependent  child  for  any  month 
as  exceeds  $27-,  er  if  there  is  more  than  one  dependent  ehild 
in  the  same  home-,  as  exceeds  $37-  with  respeet  te  one  sneh 
dependent  child  and  $48-  with  respect  to  each  of  the  other 
dependent  children,  and  net  counting  so  mneh  ef  sneh 
expenditure  for  any  month  with  -respeet  to  a  rclatwc  with 
-whom  any  dependent  child  is  lining  as  exceeds  $27 — 

“  (A)  four-fiftlis  of  sneh  expenditures,  not  counting 
so  mneh  of  the  expenditures  with  respect  to  any  month 
as  exceeds  the  product  of  $4h  multiplied  hy  the  total 
number  of  dependent  ehiklren  and  other  individuals 
with  respect  to  whom  aid  to  dependent  children  is  paid 
for  sneh  men  tip  phts 

one-half  of  the  amount  hy  which  sneh  ex¬ 
penditures  exceed  the  product  obtained  under  danse 
-fA) ,  not  counting  so  mneh  of  the  expenditures  with 
respeet  to  any  month  as  exceeds  the  product  of  $24 
multiplied  hy  the  total  number  of  dependent  children 
and  other  individuals  with  respect  to  whom  aid  to 
dependent  children  is  paid  for  sneh  month,  plus 

—(C)  one-third  of  the  amount  hy  which  sneh 
expenditures  exeeed  the  sum  of  the  products  obtained 
under  clauses  -fA)-  and  (-B)-; 

and  -(2)-  in  the  ease  of  -Puerto  Pico  and  the  Virgin  -Islands^ 
an  amount,  which  shall  he  used  exclusively  as  aid  to  de- 
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pendent  children  equal  to  one- half  ef  the  total  of  the  sums 
expended  during  such  quarter  as  aid  to  dependent  children 
under  the  State  plany  not  counting  so  natch  of  sueh  expendi- 
ture  with  respect  to  any  dependent  child  for  any  month  as 
exceeds  $48y  or  if  there  is  more  than  one  dependent  child 
in  the  same  homey  as  exceeds  $4-8  with  respect  to  one  such 
dependent  child  and  $-42  with  respect  to  each  of  the  other 
dependent  children,  and  -(d)-  in  the  ease  of  any  Statey  an 
amount  equal  to  one  half  of  the  total  of  the  sums  expended 
during  sueh  quarter  as  found  necessary  hy  the  Administrator 
for  the  proper  and  efficient  administration  of  the  State  plan, 
which  amount  shall  he  used  for  paying  the  costs  of  admin 
istcring  the  State  plan  or  for  aid  to  dependent  children,  or 

liAfll  O  (\  a  A  nf  ruiVAA c' o  ^ 

UU  Lily  til  ill  1 U  X  11  v  til  L  I  j-/  111  |1  U  o  V-"  • 

-(h)-  4be  amendment  made  hy  subsection  -(a)-  shall  tahe 
edeet  October  4y  19 19. 

DEFINITION  OF  SOD  TO  DEPENDENT  OIITLDPEN 

SeOt  32ffi  -(a)-  Section  490  of  the  Social  Security  Aet 
is  amended  by  striking  out  subsection  -(b)-  and  inserting  in 
heu  thereof  the  following  -: 

“  (b)  ffihe  term  bud  to  dependent  children-  means  money 
with  respect  to  or  medical  care  m  behalf  of  a 


child  or  dependent  ehildren7  and  (except  when 
used  in  clause  -(2)-  of  scetion  49-3  -(a)-)-  includes  money 
or  medical  care  for  any  month  to  meet  the  needs 
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1  el  the  relative  with  where  any  dependent  child  is  living 

2  h  money  payments  have  heee  made  wider  the  State  plan 

3  with  rcspeet  te  sneh  ehild  ler  sneh  reenth; 

4  “-(c)-  The  term  ‘relative  with  whom  any  dependent 

5  child  is  living’  means  the  individual  whe  is  ene  el  the 

6  relatives  specified  in  sahseetien  -(a-)-  and  with  whom  sneh 

7  child  is  hv-ing  (within  the  meaning  el  sneh  subscetion)  in 

8  a  place  el  residence  maintained  by  sneh  individnal  (himscll 

9  er  together  with  any  ene  er  mere  el  the  ether  relatives  se 

10  specified)-  as  his  -(er  then-)  own  hemeT 

11  -(b)-  The  amendment  made  hy  snbseetien  -(a}-  shah 

12  take  effect  October  4y  1919. 

13  3Tvkt-  3 — OriiLD  Welfare  Services 

14  Seo.  33dr  -(a)-  Section  524-  -(a)-  el  the  Seeial  Seearity 

15  Act  is  amended  hy  striking  eat  “$3,500,000”  and  inserting 

16  in  hen  thereof  ‘^TjOOOjOOO1^  hy  striking  ent  “$20,000”  and 

17  inserting  in  hen  thereof  “$40j000”,  and  hy  striking  ent  the 

18  third  sente  we  thereof  and  inserting  in  hen  el  sneh  sentence 

19  the  following*  “The  ametmt  se  allotted  shah  he  expended  for 

20  payment  el  part  el  the  eest  el  district,  comity,  or  other  local 

23  anee  el  adequate  methods  el  community  child-  welfare  er- 

24  ganizatien  in  areas  predominantly  mral  and  other  areas  el 
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special  need,-  and  for  paying  the  eest  el  returning  any 
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runaway  ekild  who  has  net  attained  the  age  el  sixteen  to 
his  own  community  in  another  State  in  eases  in  which  suck 


return  is  in  the  interest  of  the  ekild  and  the  east  thereof 
eannot  otherwise  he  met.-’ 

-fk}-  Jke  amendments  made  ky  sukseetien  -fa}-  shah  he 
effective  with  respect  to  fiscal  years  beginning  after  June 

-Part  4 — Apb  po  peep  Pm  ad 

BPQP-IBE  ME  NTS  OP  6TA-TE  PLA-NS  POB  APB  BO  PHB  BLIND 
Seo.  J44t  -fa)-  Olauscs  -f4f  and  -fkf  of  subsection  -faf 
of  section  1002  of  the  Seeial  Security  Aet  are  amended 
to  read  as  fehewsp  -(4-)-  provide  for  granting  an  oppor¬ 
tunity  for  a  fair  hearing  before  the  State  ageney  to  any  in¬ 
dividual  whose  claim  for  aid  to  the  blind  is  denied  or  is  not 
acted  upon  within  a  reasonable  thne-f  -fhf  provide  sueh 
methods  of  administration  as  are  found  by  the  -Administrator 
to  he  necessary  for  the  proper  and  efficient  operation  of  the 
plan,  including  (A)  methods  relating  to  the  establishment 
and  maintenance  of  personnel  standards  on  a  merit  basis, 

with  respect  to  the  selcet-ioip  tenure  of  office^  and  compcn 
sation  of  any  in  dividual  employed  in  accordance  with  sneh 
and  -fB-f  a  training  program  for  the  personnel 
to  the  administration  of  the  plan-j”. 

-fb)-  €iause  -fJf  of  sueh  subseetion  is  amended  to  read 
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as  follows*  -“-(-7-)-  provide  that  no  aid  will  be  furnished  any 
individual  under  the  plan  with  respeet  to  any  period  with 
respect  to  which  fee  is  renewing  old  ago  assistance  under  the 
State  plan  approved  under  section  2  of  this  -Act  or  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  402  of  this  Aetfih 

-(e)-  -(4-)-  Effective  lor  the  period  beginning  October  4? 

1949,  and  ending  June  Offi  1 954,  clause  -(8)-  of  sueh 

subsection  is  amended  to  read  as  fehews-7  -  (8)-  provide  that 

the  State  a  gene  v  shall;  in  determining  need;  take  into  eon- 

sideration  anv  other  hicorne  and  resources  of  an  individual 
%} 

claiming  aid  to  the  blind  j  except  that  the  State  ageney  may 
-(in  making  sueh  determination)-  disregard  sueh  amount  of 
earned  income-,-  not  to  exceed  $00  per  mouthy  as  the  State 
ageney,-  administering  that  part  of  the  State  plan  of  voca¬ 
tional  rehabilitation  (approved  under  the  Y-ooationaf  Beha- 
Aet  -(20  U-  St  Gtj  ehr  4)-)-  whieh  relates  to 
of  the  blind-;  certifies  will  serve  to 
encourage  or  assist  the  blind  to  prepare  for;  engage  bp 

j-A,  A 

W  tll'J 


or  continue  to  engage  in  remunerative 
maximum  extent  practicable-fib 

-(2}-  Effective  July  47  1954,  sueh  clause  -($)-  is  amended 
to  read  as  follows :  -  (8)  provide  that  the  State  agency  shall, 
in  determining  need,  take  into  consideration  the  special 
expenses  arising  from  blindness,-  and  any  other  income  and 
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resources  of  the  individual  claiming  aid  to  the  blind;  except 
that?  in  determining  need?  the  *?hate  agency-  (A)  slnhl  net 
consider  any  income  or  resources  winch  are  not  predictable 
or  are  not  actually  available  to  the  individual,  and  -(Rf  may 
disregard  such  amount  ol  earned  -income?  not  to  exceed  $40 
per  month-  as  the  State  agency,  administering  that  part  of 
the  State  plan  of  vocational  rehabilitation  -{-approved  under 
the  Vocational  Rehabilitation  Act  -f29  4b  Sr  hb?  dn  4-)-)- 
whieh  relates  to  vocational  rehabilitation  of  the  blind, 
certifies  will  serve  to  encourage  or  assist  the  blind  to  prepare 
for?  engage  in?  or  to  eonthmo  to  engage  in  remunerative 
employment  to  the  maximum  extent  practicable-?” . 

-(df  Such  subsection  is  further  amended  by  striking  out 
‘dmd”  before  clause  -fdf  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses-;  “-(-10) 
provide  thud  in  determining  whether  an  individual  is  blind,- 
there  shall  bo  an  examination  by  a  physician  skilled  in 
diseases  of  the  eye  or  by  an  optometrist  (11)-  effective 
duly  4?  195-4,  provide  that  all  individuals  wishing  to  make 
application  for  aid  to  the  blind  shall  have  opportunity  to 
do  so?  and  that  aid  to  the  blind  shah  be  famished  -promptly- 
to  ah  eligible  individuals ;  and  -f42f  effective  duly  4?  1954, 
provide?  if  the  plan  includes  payments  to  individuals  in 
private  or  public  institutions?  for  the  establishment  or  d-esig- 
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1  nation  of  &  State  authority  or  authorities  -whieh  shad  he 

2  responsible  for  establishing  and  maintaining  standards  for 

3  sneh  institntions.- 

4  -(e)-  Jhe  amendments  made  hy  subsection  -(d)-  shad 

5  take  effect  Oetoher  4^  1949;  and  the  amendments  made 

6  hy  subscet-ions  -(a)-  and  -(h)-  shad  take  (fleet  duty  -hr  1 9-5- k- 

7  RESIDENCE  REQUIREMENT 

8  Sect  34A  Subparagraph  -(h)-  of  section  1002  -(h)-  ef 

9  the  Seekd  Security  Act  is  amended  to  read  as  follows : 

10  ‘‘-(1)  Any  residence  requirement  whieh  excludes 

11  any  resident  of  the  State  who  has  resided  therein  eon- 

12  tinuously  for  one  year  immediately  preceding  the  appli- 

13  cation  for  aidy  except  that  the  State  may  impose, 

14  effective  until  July  4j  19 51-,  any  residence  requirement 

15  which  is  not  in  excess  of  the  requirement  of  residence 

16  contained  on  July  -h  1949,  in  its  State  plan  approved 

17  under  this  title  on  or  prior  to  such  date ;  orA 

18  COMPUTATION  OB  FEDERAL  rORTION  OF  AID  TO  TUB  BLIND 

19  Sect  313.  -(a)-  Section  1003  -(a)-  of  the  Social  Security 

20  Act  is  amended  to  read  as  follows  : 

21  -Sec.'  4-093-t  -(a)-  From  the  sums  appropriated  therefor,- 

22  the  Secretary  of  the  treasury  shad  pay  to  each  State  which 

23  has  an  approved  plan  for  aid  to  the  biind7  for  each  quarter, 

24  beginning  with  the  quarter  commencing  October  4^  1949, 

25  -(4)-  in  the  case  of  any  State  other  than  Puerto  Free  and 
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ike  Virgin  Islands?  an  ameunt,  wkick  shall  ke  used  ex 
elusively  as  aid  te  ike  blind,  entail  le  Ike  sum  el  Ike  lek 
1  owing  proportions  el  ike  lelal  amounts  expended  during 
suek  quarter  as  aid  le  ike  blind  under  Ike  State  plan,-  net 
countmg  se  much  el  seek  expenditure  with  respect  le  any 
individual  ler  any  mentk  as  exceeds  $59 — 

“-(-A-)-  four-tilths  el  seek  expenditures,  net  countmg 
se  muck  el  the  expenditures  with  respect  te  any  mentk 
as  exceeds  Ike  product  el  $25  multiplied  ky  Ike  total 
number  el  suck  individuals  wke  received  aid  le  Ike 
blind  ler  suek  mentk?  plus 

one  half  el  ike  ameunt  ky  which  suek  ex¬ 
penditures  exceed  ike  product  obtained  under  clause 
( A-)-,  net  counting  se  much  el  Ike  expenditures  with 
respect  le  any  month  as  exceeds  ike  preduet  el  $35 
multiplied  ky  Ike  total  number  el  suek  individuals  wke 
rceeivcd  aid  le  Ike  blind  ler  suek  month,  plus 

“(G)-  en e-third  el  Ike  amount  ky  which  suek  ex¬ 
penditures  exceed  the  sum  el  Ike  products  obtained 
under  clauses  ■  (-A-)-  and  (E)  ; 

and  -(2)-  in  the  ease  el  Puerto  Rico  and  Ike  Virgin  Islands? 
an  amount?  wkick  shad  ke  used  exclusively  as  aid  te  the 
blind,  equal  te  one-ltail  el  the  total  el  ike  sums  expended 
during  suek  quarter  as  aid  te  Ike  blind  under  the  State  plan? 
net  counting  se  much  el  suek  expenditure  with  respect  te 
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any  individual  for  any  month  os  exceeds  $£67  and  -fdf  in 
the  ease  el  any  State?  as  amount  equal  to  one-half  el  the 
fatal  el  the  sums  expended  during  sued  quarter  as  found 
necessary  by  the  Administrator  for  the  proper  and  efficient 
administration  of  the  State  plan?  which  amount  shall  be 
used  for  paying  the  easts  ef  administering-  the  State  plan 
er  far  aid  te  the  blind,  ar  bath?  and  far  ne  other  purpose.-- 
-(b)-  ffihe  amendment  made  by  subsection  -(a)-  shall  take 
effect  October  4?  4949; 

DEFINITION  OF  A£B  TO  THE  BLIND 
Sec.  314.  -(c)-  Section  4-006  of  the  Social  Security  Act 
is  amended  to  read  as  fallows--- 

“definition 

“Se6.-  4066t  her  purposes  of  this  title,  the  term  add 
to  the  bhnffi  means  money  payments  to  ar  medieal  care  in 
behalf  of  blind  individuals  who  are  needy,  but  does  not  include 
money  payments  to  er  medieal  eare  in  behalf  of  any  individual 
who  is  an  inmate  of  a  publie  institution  -{except  as  a  patient 
in  a  medieal  institution)  -  and?  effeetivo  duly  4?  4951,  does  not 
include  money  payments  to  ar  medical  eare  m  behalf  of  any 
individual  -(a)-  who  is  a  patient  m  an  institution  far  tubereu  ■ 
lesis  ar  mental  diseases,-  ar  -(b)-  who  has  been  diagnosed  as 
having  tuberculosis  ar  psychosis  and  is  a  patient  in  a  medical 
institution  as  a  result  thereof.” 
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-/ In  HP n o  o m p~n n rn on f.  ~rn o rl a  An  / n  \  c?1  i n  11  fnlr a 

y  CF  J  JL  11U  (lllll  ilvlllll  ll  u  limtlU  U  y  D U  l iv/11  y  i.1  I  ollMil  Itlliv 

effect  Oetobcr  4y  4-94-9-: 

ATPEOYAL  OE  CERTAIN  STATE  PLANS 
Sec.  345.  -(a)-  In  fee  ease  of  any  State  -(as  defined  in 
the  Social  Seearity  Aefi  bat  oxeluding  -Paerto  Piee  aad  the 
-V-irgin  Islands)-  which  did  set  have  on  January  4y  4949,- 
a  State  plan  ler  aid  to  the  blind  approved  under  title  A 
of  the  Social  Security  Aep  the  Administrator  shall  approve 
a  plan  of  saeh  State  ter  aid  to  the  blind  for  purposes  of  saeh 

tit]  a  \  t-1  y/  1 4  /l  /  w  itt  aa!  nn  ia|  j]i  a  to  a(- 

l/l  LI U  12  \y  “  V  v,  11  tl l  v,* IT iyll  1 1  vlv'Uy  1IU t  IllL  Ut  tllU  l  CtTLill  Cii  Ivill  to  U 1 

claaso  -(Sf  el  section  -1902  -(a)-  el  the  Seeial  Security  Aefi 

il  it  meets  all  ether  requirements  el  saeh  title  A  lor  an  ap¬ 
proved  plan  ler  aid  te  the  bhndq  bat  payments  under  section 
4009  el  the  Seeial  Seearity  Aet  shall  be  made?  hr  the  ease 
el  any  saeh  phnp  enly  with  respect  te  expenditures  there¬ 
under  which  weald  be  included  as  expenditures  ler  purposes 
el  saeh  section  under  a  plan  approved  under  saeh  title  A 
without  regard  te  the  previsions  el  this  section? 

-(b)-  Abe  previsions  el  subsection  -(a)-  shah  be  effective 
only  ler  the  period  beginning  October  A  1949,  and  ending 
Juno  dOj  1953. 

Part  5 — A®  to  the  Permanently  anb  T-otally 

Disableb 

See?  954:  Phe  Seeial  Seearity  Aet  is  larther  amended 
by  adding  alter  title  AI-II-  thereof  the  following  new  title? 
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"TITLE  A4V  GRANTS  TO  STATES  EOE  ATE  TO 
TSE  PERMANENTLY  ANL  TOTALLY  LIS- 
AELED 

— A-PPBOPItlATION 

“Seo.-  -140L  Eor  the  purpose  el  enabling  eaeb  State  te 
furnish  financial  assistance,  as  far  as  practicable  under  the 
condi tiens  hr  such  StatOy  te  needy  individuals  who  are  per¬ 
manently  and  totally  disabled,  there  is  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  4-950,- 
the  sum  of  $50,000,000,  and  there  is  hereby  authorized  to 
be  appropriated  for  each  hseal  year  thereafter  a  sum  suffi¬ 
cient  to  earry  out  the  purposes  of  this  title-  The  sums  made 
available  under  this  section  shah  be  used  for  making  pay¬ 
ments  to  States  which  have  submitted^  and  had  approved 
by  the  Administrator,  State  plans  for  aid  to  the  permanently 
and  totally  disabled.- 

“STATE  PLANS  for  ate  to  the  permanently  an© 

TOTALLY  DISABLED 

“SeOt  440A  -{a)-  A  State  plan  for  aid  to  the  perma 
nently  and  totally  disabled  must  -ff-f  provide  that  it  shah 
be  in  effect  in  ah  political  subdivisions  of  the  State,  andj  if 
administered  by  them,  be  mandatoiy  upon  them ;  -(h)-  pro¬ 
vide  for  financial  participation  by  the  State;  -f§)-  either  pro¬ 
vide  for  the  establishment  or  designation  of  a  single  State 
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ageney  to  administer  the  plan,-  of  provide  for  the  establish¬ 
ment  or  designation  of  a  single  State  agency  to  supervise 
the  administration  of  the  plan-;-  -ft-)-  provide  for  granting  an 
opportunit}"  for  a  fair  hearing  before  the  State  ageney  to  any 
individual  whose  claim  for  aid  to  the  permanently  and 
totafty  disabled  is  denied  or  is  not  acted  upon  within  a 
reasonable  time-;  -{#)-  provide  sneh  methods  of  adminis¬ 
tration  as  are  fennd  by  the  Administrator  to  he  necessary 
for  the  proper  and  efficient  operation  of  the  plan?  including 
(A)  methods  relating  to  the  establishment  and  maintenance 
of  personnel  standards  on  a  merit  basis?  except  that  the 
Administrator  shall  exercise  no  authority  with  respect  to  the 
selection,  tenure  of  office,  and  compensation  of  any  indi¬ 
vidual  employed  in  accordance  with  sneh  methods,  and 
-{Hf  a  training  program  for  the  personnel  necessary  to  the 
administration  of  the  plan ;  -(£}-  provide  that  the  State  agency 
w4d  make  such  reports,  in  sneh  form  and  containing  sneh 
information?  as  the  Administrator  may  horn  time  to  time 
require,  and  comply  with  sneh  provisions  as  the  Admin¬ 
istrator  may  from  time  to  time  find  necessary  to  assure 
the  correctness  and  verification  of  such  reports ;  -{-7-)- 
provide  that  no  aid  will  he  furnished  any  individual  under 
the  plan  wdtli  respeet  to  any  period  with  respect  to 
which  he  is  receiving  old  age  assistance  under  the 
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State  plan  approved  under  section  2  el  this  Aefe  aid  to 
dependent  children  under  the  State  plan  approved  under 
section  4442-  el  this  Aefe  or  aid  to  the  blind  under  the  State 
plan  approved  under  section  -1002  ol  this  Aefe  -{£■)-  provide 
that  the  State  agency  shad,  in  determining  needy  take  into 
consideration  any  other  income  and  resources  ol  an  individual 
claiming  aid  to  the  permanently  and  totally  disabled ;  -f0}- 
providc  safeguards  which  restrict  the  use  or  disclosure  ol 
infer matien  concerning  applicants  and  recipients  to  purposes 
directly  connected  with  the  administration  ol  aid  to  the 
permanently  and  totady  disabled-;  -(40)-  provide  that  ad 
individuals  wishing  to  make  application  lor  aid  to  the  per¬ 
manently  and  totady  disabled  shad  have  opportunity  to  do  soy 
and  that  aid  to  the  permanently  and  totally  disabled  shad 
be  lurnished  promptly  to  ad  eligible  individuals-;  and  (11) 
effective  July  4y  1053,  provide,-  d  the  plan  includes  payments 
to  individuals  m  pi  lvftto  oi2  p  nil  lie  institutions^  for  tlie  estflJb— 
lisliment  or  designation  of  a  State  authority  or 
which  shad  be  responsible  lor  establishing  and 
standaids  lor  such  institutions. 

“  (b)  dhe  Administrator  shad  approve  any  plan  which 
fulfills  the  conditions  specified  in  subsection  -(a)^  except 
that  he  shad  not  approve  any  plan  which  imposes,-  as  a 
condition  of  eligibility  for  aid  to  the  permanently  and 
disabled  under  the  plan — 
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1LW-  residence  requirement  which  excludes 

any  resident  ef  the  State  who  has  resided  therein  con¬ 
tinuously  fer  one  year  immediately  preceding  the  apph- 
cationj  fer  aid?  except  that  the  State  may  impose? 
effective  imtil  July  4?  1954,  any  residence  requirement 
which  is  net  in  excess  ef  the  requirement  ef  residence 
centained  en  July  47  1919,  in  its  State  plan  fer  aid  te 
the  blind  approved  under  title  X  en  or  prior  te  sueh  date-; 

Any  citizenship  requirement  which  excludes 
any  citizen  ef  the  United  States. - 

“paymext  to  st-ateb 


12  “Seo.  14-93.  -(a)-  -From  the  sums  appropriated  therefor ? 

13  the  Secretary  ef  the  treasury  shall  pay  te  each  State  which 

14  has  an  approved  plan  fer  aid  te  the  permanently  and  totally 

15  disabled?  fer  each  quarter,-  beginning  with  the  quarter  eem- 

16  meneing  October  4?  1949,  -(4)-  in  the  ease  ef  any  State  ether 

17  than  Puerto  Uee  and  the  Virgin  Islands,-  an  amount,  whieh 

18  shall  he  used  exclusively  as  aid  te  the  permanently  and 

19  totally  disabled,  equal  te  the  sum  ef  the  following  prep  or 

20  tions  ef  the  total  amounts  expended  during  sueh  quarter 

21  as  aid  te  the  permanently  and  totally  disabled  under  the 

22  State  plan?  net  counting  so  much  ef  sueh  expenditure  with 

23  respect  te  any  individual  fer  any  month  as  exceeds  $99 — 

24  “(A-)-  four-fifths  ef  sueh  expenditures,  net  count  - 

25  ing  so  much-  ef  the  expenditures  with  respeet  te  any 
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month  as  exceeds  the  produet  of  multiplied  by  the 
total  number  of  sueh  individuals  who  received  aid  to 
the  permanently  and  totally  disabled  for  sueh  mouthy 
plus 

“-(43)-  one-half  of  the  amount  by  which  sueh  ex¬ 
penditures  exceed  the  product  obtained  under  clause 
(-A-)-y  not  counting  so  much  of  the  expenditures  with 
respect  to  any  month  as  exceeds  the  product  of 
multiplied  by  the  total  number  of  sueh  individuals  who 
rcecivcd  aid  to  the  permanently  and  totally  disabled 
for  sueh  month,  plus 

—  (C)  one  -third  of  the  amount  by  winch  sueh  ex¬ 
penditures  exceed  the  sum  of  die  produets  obtained 
under  clauses  -(A)-  and  (B)  - 

and  -(d)-  in  the  ease  of  Puerto  Rico  and  the  -Virgin  Islands, - 
an  amount,  whieh  shall  he  used  exclusively  as  aid  to  the 
permanently  and  totally  disabled,  equal  to  one-half  of  the 
total  of  the  sums  expended  during  sueh  quarter  as  aid  to  the 
permanently  and  totally  disabled  under  the  State  plan,  not 
eounting  so  much  of  sueh  expenditure  with  respect  to  any 
individual  for  any  month  as  exceeds  $30,'  and  -f&)-  in  the 
ease  of  any  State,  an  amount  equal  to  one-half  of  the  total 
of  the  sums  expended  dining  sueh  quarter  as  found  necessary 
by  the  -Administrator  for  the  proper  and  efficient  adminis¬ 
tration  of  the  State  plan,  which  amount  shall  he  used  for 
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paying  the  costs  el 
te  Ike  permanently  and 
other 


-fkf  Tke  method  el 

n  ip  I  I  1  \ r\  iifi 
olltlll  U  v  Uo 


Ike  Stale  plan  or  ler  aid 
disabled^  or  bothy  and  ler  ne 

ting  and  paying  snek 


U 


-ft-)-  Tke  Administrator  skail,  prior  to  tke  begin  - 
ning  el  eaek  quarter,  cstknatc  tke  amount  to  ke  paid 
to  tke  State  ler  snek  quarter  under  tke  provisions  el 
snbseetien  -fa)-y  snek  estimate  to  be  based  on  -{A}-  a 
report  kled  by  tke  State  containing  its  estimate  el  tke 
total  sum  to  ke  expended  in  snek  quarter  in  accordance 
with  tke  provisions  el  seek  snbseetien7  and  stating  tke 
amount  appropriated  or  made  available  by  tke  State  and 
its  political  subdivisions  ler  snek  expenditures  in  snek 


qu artery  and  il  snek  amount  is  less  than  tke  State’s 
proportienate  skare  el  tke  total  sum  el  snek  estimated 
expenditures,  tke  senree  or  seerees  Irom  which  tke 
difference  is  expected  to  ke  derived,  -{44}-  records  skew¬ 
ing  tke  number  el  permanently  and  totally  disabled  mdi- 
\  iduals  in  tke  Statey  and  -(k1}-  snek  etker  investigation  as 
tke  Administrator  may  knd  necessary. 

“  (2-)  Tke  Administrator  skail  tken  certify  to  tke 
Secretary  el  tke  Treasury  tke  amount  so  estimated  ky 
tke  Administrator,  -(A)  reduced  or  incrcascdy  as  tke 
H.  R.  6000 - 13 
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ease  may  6%  fey  any  sum  fey  which  he  finds  that  his 
estimate  fee  any  prior  quarter  was  greater  er  less  than 
the  amount  which  sheahl  have  feeen  paid  te  the  State 
under  subsection  -fa}-  fee  saeh  quartery  and  -(44)-  redueed 
fey  a  sum  equivalcat  te  the  pee  eata  shaee  te  which  the 
United  States  is  equitably  entitiedy  as  determined  fey  the 
Administratery  ef  the  aet  amount  recovered  during  a 
prier  fpuutcr  fey  the  State  ee  any  political  subdivision 
thereof  with  respect  te  aid  te  the  permanently  and 
totally  disabled  furnished  under  the  State  phm-y  except 
that  saeh  increases  or  reductions  shah  aet  fee  made  te 
the  extent  that  saeh  sums  have  been  applied  te  make  the 
amount  certified  for  any  prier  quarter  greater  or  less  than 

f omAiinf  in n-ho/l  1 1 v  Fli  r\  \  r\  -i  mi  vo  f  /vv  fov  on  It  nvi  av 

tltu  ill  1111 LLL1 1  t  olllll it  l  L  LI  ttT  1 1  lvj  llililo  tl  it  rtl/r  iUr  Ibilt  H  ill  1U1 

quarter :  P^emdedj  -that  any  part  ef  the  amount  re¬ 
covered  from  the  estate  ef  a  deceased  reeipient  which  is 
net  in  exeess  ef  the  amount  expended  fey  the  State  er 

ef  the  deeeased  shall  net  fee  considered  as  a  basis  for 
reduction  under  clause  -{44}-  ef  this  paragraph? 

“■  (3)  The  Secretary  ef  the  treasury  shall  there¬ 
upon,  through  the  Fiscal  Service  ef  the  Treasury  de¬ 
partment,  and  prior  te  audit  er  settlement  fey  the  Gen¬ 
eral  Accounting  Office1,  pay  te  the  State-j  at  the  time  er 
times  fixed  fey  the  Administrator,-  the  amount  so  certified. 
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OPERATION  OP  STATE  PLANS 
ASeCt  1404.  4n  the  ease  el  any  State  plan  for  aid  tie 
the  permanently  and  totally  disable  el  which  has  been  ap¬ 
pealed  by  the  Administratory  if  the  Administrator  after 
reasonable  notice  and  opportunity  foe  hearing  to  the  State 
agency  administering  oe  supervising  the  administration  of 
sueb  plan,  finds — 

“-ft-)-  that  the  plan  has  been  so  changed  as  te 
impose  any  residence  oe  citizenship  requirement  pro¬ 
hibited  by  section  1402  -fbfy  oe  that  in  the  admmistrar- 
tion  of  the  plan  any  snob  prohibited  requirement  is 
imposedy  with  the  knowledge  of  sneb  State  agency.-  in  a 
substantial  number  of  eases ;  or 

“  (2)  that  in  the  administration  of  the  plan  there 
is  a  failure  to  comply  substantially  with  any  provision 
requirt'd  by  section  140-2  -(a)-  to  be  included  in  the 
plan- 

the  Administrator  shall  notify  sueb  State  agency  that  further 
payments  will  not  be  made  to  the  State  until  be  is  satisfied 
that  sueb  prohibited  requirement  is  no  longer  so  imposedy 
and  that  there  is  no  longer  any  sueb  failure  to  eomply.  bAtil 
be  is  so  satisfied  be  shall  make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect  to  sueb  State.- 


U 


DEPIjflTIO^ 


“Sec.  1405.  inr 


>ses  of  this  tithy  the  term  Aid  to 
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the  permanently  and  totally  disabled'  moans 
to  or  medical  eare  in  behalf  of  needy  individuals  who  are 
permanently  and  totally  disabled-,  bat  does  not  include  money 
payments  to  or  medical  care  in  behalf  of  any  individual  who 
is  an  inmate  of  a  publie  institution  (except  as  a  patient  in  a 
medical  institution-)-  andy  effective  July  I7  4951,  does  not  in¬ 
clude  money  payments  to  or  medical  care  in  behalf  of  any 
individual  -(ft)-  who  is  a  patient  in  an  institution  for  tuber¬ 
culosis  or  mental  diseases,  or  -(h)-  who  has  been  diagnosed 
as  having  tuberculosis  or  psychosis  and  is  a  patient  in  a 
nodical  institution  as  a  result  thereof." 

Paet  6 — Miscellaneous  -Amendments 
Sec-  364.  -(a)-  Section  4  of  the  Social  Security  Act  is 
amended  by  striking  out  “Social  Security  -Board  established 
by  Title  M44  (hereinafter  referred  to  as  the  ■Board’)”  and 
inserting  m  lieu  thereof  AFederal  Security  Administrator 
-(hereinafter  referred  to  as  the  ‘Administrator') ' ’ . 

-(h)-  Section  4001  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board"  and  inserting  in 
lieu  thereof  “Administrator" . 

-(e)-  The  following  provisions  of  the  Soeial  Security  Act 
are  each  amended  by  striking  out  “Board"  and  inserting  in 
heu  thereof  ■  ‘Administrator’-' :  Sections  9  -(o)-  (6)  ;  9  -fbfi 
9  -(hh  4-j  409  -(a)-  -(6)-  469  -(h)-  409  -(h)-  404-  4009 
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-(a)-  -(0)7  -1002  -(b)-  -(other  than  subparagraph  -(4)- 
tkcreof)  ;  1003-fb)  ;  and  1-004. 

-(4)-  The  following  provisions  of  tbe  Social  Security  Aet 
are  each  amended  by  striking  oat  -(when  they  refer  to  tbe 
Social  Security  Board)  ^bT  or  ■“■its”  and  Inserting 
tfee^eef  e*  as  tbe  context  may  require : 

Sections  tl  (b)  ]  -3  -(b)  j  4-j  4-03  (b)  403  -(b)- 404 1002 

-(b)-  -(other  than  subparagraph  -(4)-  thereof)  ;  4003  -fb)  and 
4004, 


-(e)-  Th-lc  4£  of  tbe  Social  Security  Aet  is  amended  by 
striking  out  “Children's  Bureau",  “Chief  of  tbe  Children's 
Bureau1',  ^Secretary  of  -Labor",  and  -(in  seetions  303  to 
and  343  (a) )  “Board"  and  inserting  in  heu  thereof 
“Administrator". 


TITLE  IV  MISCELLANEOUS  BBQ4dSIQAS 


OFFICE  OP  COMMISSIONER  FOB  SOCIAL  SECURITY 
Sec.  401.  -(a)-  Section  404  of  the  Soeial  Security  Aet 
is  amended  to  reads 

“OFFICE  OF  COMMISSIONER  FOB  SOCIAL  SECURITY 
“SeOt  404.  There  shall  be  in  tire  Eederal  Security 
Agency  a  Commissioner  for  Soeial  Security,  appointed  by 
the  Administrator,  who  shah  perform  sueh  functions  relating 
to  soeial  security  as  tbe  Administrator  shall  assign  to  him." 

-(b)-  Section  008  of  tbe  Soeial  Security  Aet  Amend¬ 
ments  of  1030  is  repealed. 
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■REPORTS  TO  CONGRESS 
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Seo-  40A  -(a)-  Subsection  -fe)-  of  s cation  #44  oi  the 
Social  Security  Aet  is  repealed. 

-fb)-  Section  404  of  sue#  Aet  is  amended  to  read-? 

“reports 


VSec.  704.  Abe  Administrator-  shall  make  a  fell  report 
to  Congress,  at  the  beginning  of  each  regular  session;  of  the 
administration  of  the  functions  with  which  he  is  charged 
wider  this  AeO  4n  addition  to  the  number  of  copies  of  such 
report  authorized  by  other  law  to  he  printed;  there  is  hereby 
anthemed  to  he  printed  not  more  than  hee 


of  such  report  for  use  by  the  4 


for  dia- 
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tribntion  to  Members  of  Congress  and  to  State  and  other 
public  or  private  agencies  or  organizations  participating  in 
or  concerned  with  the  social  security  program:” 
AMENDMENTS  TO  TEPEE  Nt  OP  THE  SOCIAL  SECURITY  ACT 

Sec.  403.  -fa)-  -f4)-  Paragraph  -(4)-  of  seetien  4404 
-fa)-  of  the  Soeial  Security  Aet  is  amended  to  read  as  follows : 

--  (4)  4be  term  ‘State’  includes  Alaska,  Hawaii;  and 
the  District  of  Columbia,  and  when  used  in  titles  4;  440 
40  X;  and  XIV-  includes  Puerto  34-ieo  and  the  47irgin 
-Islands.” 

-f3)-  Paragraph  -(0)-  of  section  4104  -fa)-  of  the  Soeial 
Security  Aet  is  amended  to  read  as  follows: 

-(0)-  4be  term  ‘Administrator1;  except  when  the 
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context  otherwise  requires, 
Administrator.'” 


the  F ederal  Security 


-fB-f  4he  amendment  made  by  paragraph  -f4)-  el  this 
shah  take  effect  October  4?  1919,  and  the  amend¬ 
ment  made  by  paragraph  -(A)-  el  this  subsection,  insofar  as 
it  repeals  the  definition  el  “employee”,  shad  be  effective  only 
with  respect  to  services  performed  after  4-949. 

-fbf  Section  1102  of  the  Social  Security  Act  is  amended 
by  striking  out  —Social  Security  -Board-  and  inserting  in  ben 

Administrator”? 


“Federal 


-(e)-  Section  4496  of  the  Social  S< 
to  read  as  follows : 


Act  is  amended 


B-tSebOS-U-RE  OF  INFOR-M-ATie-y  Bf  POSSESSION  OF 


“S-Ee.  4499?  Ac 
a  return  -(including  i 


nre  of  any  return  or  portion  of 
■returns  and  other  written 
statements)  filed  with  the  Commissioner  of  Internal  Revenue 
under  title  All  I  of  the  Social  Security  Act  or  under  subelmp- 
ter  A  or  F  of  chapter  9  of  the  Internal  Revenue  Code,  or 
under  regulations  made  under  authority  thereof)  which  has 
been  transmitted  to  the  Administrator  by  the  Commissioner 
of  Internal  Revenue,  or  of  any  filey  record,  report,  or  other 
paper,  or  any  information;  obtained  at  any  time  by  the 
or  by  any  officer  or  employee  of  the 


Security 


in  the  course  of 


the  Administrator  under  this  Aeh  and  no  de 


tliA,  rln  Ci  aq  t  \  I 
tillC  u  lltllu  U I 

of  any 
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sueh  they  rocordy  reporty  of  other  paper,  or  information,  ob¬ 
tained  at  any  toe  hy  any  p croon  from  the  Administrator  or 
from  any  officer  or  employee  of  the  Federal  Security  Agenevy 
shah  he  made  except  as  the  Administrator  may  hy  regular 
tions  prescriher  Any  person  who  shah  violate  any  provision 
of  this  section  shah  he  deemed  guilty  of  a  misdemeanor  andy 
upon  conviction  thereof,  shall  he  punished  hy  a  fine  not 
exceeding  $4y9b0x  or  hy  imprisonment  not  exceeding  one 
yeafy  or  hoth-A 

-(d)-  Section  44-07-  -(a)-  of  the  Social  Security  Act  is 
amended  hy  striking  out  Ake  Federal  Insurance  Contrihu 
tions  Acty  or  the  Federal  Unemployment  Tax  Act,”  and 
inserting  in  lieu  thereof  the  following :  “sub chapter  Ay  Gy 


or  F  of  chapter  h  of  the  Internal 
-(e)-  Section  1197  -(h)-  of  the 


Gode^ 


Security  Ant  is 
amended  hy  striking  out  “Board”  and  inserting  in  hen 
thereof  ‘  Administrator—  and  hy  striking  out  Avifey  parenty 
or  childly  wherever  appearing  thereby  and  inserting  in  hen 
wifey  widow,  former  wife  divorcedy  child,  or  parentA 
-(f)-  Title  AT  of  4he  Social  Security  Act  is  amended  hy 


21 


adding  at  the  end  thereof  the 


new  section ; 


22  “FX-n-N-tS-Ht-NO  OF  WWHF  -UFOO-RD  AXF  OSFXF-R  RrFORMWTrO? 

23  IIO87  -(a)-  -(4)-  The  Administrator  is  author 
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izedy  at  Ike  -request  el  few  agency  charged  with  ike  admin 
istration  el  a  State  unemployment  compensation  low  (witk 
respect  te  wkich  seek  State  is  entitled  te  payment  under 
section  3-Od  -(a)-  el  tkis  Act)  and  te  tke  extent  consistent 
witk  tke  efficient  administration  el  tkis  Aety  te  lurnisk  te 
suck  agency,  ler  use  ky  it  in  tire  administration  el  suck  law 
er  a  State  temporary  drsakility  msuranec  law  administered 
ky  itj  ndermatien  from  er  pertaining  te  rccerds,  ineluding 
account  numbers,  maintained  ky  tke  Administrator  in  ac¬ 
cordance  witk  section  -(e)-  el  tkis  Aek 

“  (2)  At  tke  request  el  any  agcneyT  person,  er  organ¬ 
ization  tke  Administrator  is  autkerized,  te  tke  extent  con¬ 
sistent  witk  efficient  administration  el  tkis  Aet  and  subject 
te  seek  conditions  er  limitations  as  ke  deems  necessary^  te 
lurnisk  special  reports  on  tke  wage  and  employment  rec¬ 
ords  el  individuals  and  te  conduet-  special  statistical  studies 
ely  and  compile  speeial  data  witk  respect  toy  any  matters 
related  te  tke  programs  autkerized  ky  tkis  Aet? 

“  (k)  Requests  under  subsection  -(a)-  skak  kc  compiled 
witk  only  if  tke  agency,  person,-  er  organiaztien  making  tke 
request  agrees  te  make  payment  ler  tke  work  er  mlormation 
requested  in  suck  amount,  il  any  (net  exceeding  tke  cost  el 
performing  tke  work  er  furnisking  tke  information) ,  os  may 
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be  determined  by  tfee  Ad-mini stra-tor?  A  State  ageney  may 
make  tfee  payments  for  information  furnished  pursuant  to 
paragraph  -(A)-  ef  subsection  -(a)-  by-  authorizing  deductions 
from  amounts  certified  fey  tfee  Administrator  under  section 
fi02  -(of  of  tfeis  Act  for  payment  to  suefe  State?  Payments 
for  work  performed  or  information  furnished  pursuant  to  this 
section,  including  deductions  authorized  to  fee  made  from 
amounts  certified  under  section  feOfi  fa)-,  shall  fee  made  in 
advance  or  fey  way  of  re iml >ursem ent-,  as  may  fee  requested 
fey  tfee  Administrator;  and  shall  fee  deposited  in  tfee  Treasury 
as  a  special  deposit  to  fee  used  to  reimburse  tfee  appropria¬ 
tions  -(including  authorizations  to  make  expenditures  from 
tfee  -Federal  Old  Age,  Survivors?  and  Fisafeility  Insurance 
Trust  Fund)  for  tfee  unit  or  units  of  tfee  -Federal  Security 
Ageney  which  performed  tfee  work  or  furnished  tfee  infor¬ 
mation? 

-■‘  (e)  Ae  information  sfeall  fee  furnished  pursuant  to  this 
section  in  violation  of  section  1106  or 
thereunder?” 
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1  That,  this  Act,  with  the  following  table  of  contents,  may  he 

2  cited  as  the  “ Social  Security  Act  Amendments  of  1950" . 
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TITLE  1— AMENDMENTS  TO  TITLE  II  OF  THE 
SOCIAL  SECURITY  ACT 

OLD-AGE  AND  SURVIVORS  INSURANCE  BENEFITS 
Sec.  101.  (a)  Section  202  of  the  Social  Security  Act  is 
amended  to  read  as  follows: 

“old-age  and  survivors  insurance  benefit  payments 
“Old-Age  Insurance  Benefits 
“Sec.  202.  (a)  Every  individual  who — 

“(i)  is  a  fully  insured  individual  ( as  defined  in 
section  21d  (a) ), 

“(2)  has  attained  retirement  age  (as  defined  in 
section  216  (a)  ),  and 

“(3)  has  filed  application  for  old-age  insurance 
benefits, 

shall  be  entitled  to  an  old-age  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  the  effective  date 
in  which  such  individual  becomes  so  entitled  to  such  insur¬ 
ance  benefits  and  ending  with  the  month  preceding  the  month 
in  which  he  dies.  Such  individuals  old-age  insurance  bene¬ 
fit  for  any  month  shall  be  equal  to  his  primary  insurance 
amount  ( as  defined  in  section  215  (a) )  for  such  month. 

“ Wife’s  Insurance  Benefits 

“(b)  (1)  The  wife  (as  defined  in  section  216  (b) )  of 
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an  individual  entitled  to  old-age  insurance  benefits,  if  such 
wife — 

“( A)  has  filed  application  for  wife's  insurance 
benefits, 

“(B)  has  attained  retirement  age, 

“(C)  was  living  with  such  individual  at  the  time 
such  application  was  filed,  and 

“(D)  is  not  entitled  to  old-age  insurance  bene¬ 
fits,  or  is  entitled  to  old-age  insurance  benefits  each 
of  which  is  less  than  one-half  of  an  old-age  insurance 
benefit  of  her  husband, 

shall  be  entitled  to  a  wife's  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  the  effective  date 
in  which  she  becomes  so  entitled  to  such  insurance  benefits 
and  ending  with  the  month  preceding  the  first  month  in  which 
any  of  the  following  occurs:  she  dies,  her  husband  dies,  they 
are  divorced  a  vinculo  matrimonii,  or  she  becomes  entitled  to 
an  old-age  insurance  benefit  equal  to  or  exceeding  one-half 
of  an  old-age  insurance  benefit  of  her  husband. 

“(2)  Such  wife's  insurance  benefit  for  each  month  shall 
be  equal  to  one-half  of  the  old-age  insurance  benefit  of  her 
husband  for  such  month. 

“Husband's  Insurance  Benefits 
“(c)  (1)  The  husband  (as  defined  in  section  216  (f)) 
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of  a  currently  insured  individual  ( as  defined  in  section  214 
(b) )  entitled  to  old-age  insurance  benefits,  if  such  husband — 
“(A)  has  filed  application  for  husband's  insurance 
benefits, 

“(B)  has  attained  retirement  age, 

“(C)  was  living  with  such  individual  at  the  time 
such  application  was  filed, 

“(D)  was  receiving  at  least  one-half  of  his  support, 
as  determined  in  accordance  with  regulations  prescribed 
by  the  Administrator,  from  such  individual  at  the  time  she 
became  entitled  to  old-age  insurance  benefits  and  filed 
proof  of  such  support  within  two  years  after  the  month 
in  which  she  became  so  entitled, 

“(E)  is  not  entitled  to  old-age  insurance  benefits,  or 
is  entitled  to  old-age  insurance  benefits  each  of  ivhich  is 
less  than  one-half  of  an  old-age  insurance  benefit  of  his 
wife, 

shall  be  entitled  to  a  husband's  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  the  effective  date 
in  which  he  becomes  entitled  to  such  insurance  benefits  and 
ending  with  the  month  preceding  the  month  in  which  any  of 
the  following  occurs:  he  dies,  his  wife  dies,  they  are  divorced 
a  vinculo  matrimonii,  or  he  becomes  entitled  to  an  old-age 
insurance  benefit  equal  to  or  exceeding  one-half  of  an  old- 
age  insurance  benefit  of  his  wife. 
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“(2)  Such  husbands  insurance  benefit  for  each  month 
shall  be  equal  to  one-half  of  the  old-age  insurance  benefit 
of  his  wife  for  such  month. 

“Child's  Insurance  Benefits 
“(d)  ( 1 )  Every  child  (as  defined  in  section  216 
(e))  of  an  individual  entitled  to  old-age  insurance  benefits, 
or  of  an  individual  who  died  a  fully  or  currently  insured 
individual  after  1939,  if  such  child — 

“(A)  has  filed  application  for  child's  insurance 
benefits, 

“(B)  at  the  time  such  application  was  filed  was  un¬ 
married  and  had  not  attained  the  age  of  eighteen,  and 
“(C)  was  dependent  upon  such  individual  at  the 
tune  such  application  was  filed,  or,  if  such  individual 
has  died,  was  dependent  upon  such  individual  at  the 
time  of  such  individual' s  death, 
shall  be  entitled  to  a  child's  insurance  benefit  for  each  month, 
beginning  with  the  first  month  after  the  effective  date  in 
which  such  child  becomes  so  entitled  to  such  insurance  bene¬ 
fits  and  eliding  with  the  month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  such  child  dies,  marries,  is 
adopted  ( except  for  adoption  by  a  stepparent,  grandparent, 
aunt,  or  uncle  subsequent  to  the  death  of  such  fully  or 
currently  insured  individual) ,  or  attains  the  age  of  eighteen. 
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“(2)  Such  child’s  insurance  benefit  for  each  month 
shall,  if  the  individual  on  the  basis  of  whose  wages  and  self- 
employment  income  the  child  is  entitled  to  such  benefit  has 
not  died  prior  to  the  end  of  such  month,  be  equal  to  one-lialf 
of  the  old-age  insurance  benefit  of  such  individual  for  such 
month.  Such  child's  insurance  benefit  for  each  month  shall, 
if  such  individual  has  died  in  or  prior  to  such  month,  be 
equal  to  three-fourths  of  the  primary  insurance  amount  of 
such  individual,  except  that,  if  there  is  more  than  one  child 
entitled  to  benefits  on  the  basis  of  such  individual’s  wages 
and  self-employment  income,  each  such  child’s  insurance 
benefit  for  such  month  shall  be  equal  to  the  sum  of  (A) 
one-half  of  the  primary  insurance  amount  of  such  individual, 
and  (B)  one-fourth  of  such  primary  insurance  amount 
divided  by  the  number  of  such  children. 

“( 3)  A  child  shall  be  deemed  dependent  upon  his 
father  or  adopting  father  at  the  time  specified  in  paragraph 
(1)  (C)  unless,  at  such  time,  such  individual  was  not 
living  with  or  contributing  to  the  support  of  such  child 
and — 

“(A)  such  child  is  neither  the  legitimate  nor 
adopted  child  of  such  individual,  or 

“(B)  such  child  had  been  adopted  by  some  other 


individual,  or 
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“(C)  such  child  was  living  with  and  was  receiving 
more  than  one-half  of  his  support  from  his  stepfather. 
“( 4)  A  child  shall  he  deemed  dependent  upon  his  step¬ 
father  at  the  time  specified  in  paragraph  (1)  (C)  if,  at 
such  time,  the  child  ivas  living  with  or  was  receiving  at 
least  one-half  of  his  support  from  such  stepfather. 

“(5)  A  child  shall  be  deemed  dependent  upon  his  natu¬ 
ral  or  adopting  mother  at  the  time  specified  in  paragraph  (1) 
(C )  if  such  mother  or  adopting  mother  ivas  a  currently 
insured  individual.  A  child  shall  also  he  deemed  dependent 
upon  his  natural  or  adopting  mother,  or  upon  his  stepmother , 
at  the  time  specified  in  paragraph  (1)  (C )  if,  at  such  time, 
(A)  she  was  living  with  or  contributing  to  the  support  of 
such  child,  and  (B )  either  (i)  such  child  ivas  neither 
living  with  nor  receiving  contributions  from  his  father  or 
adopting  father,  or  (ii)  such  child  was  receiving  at  least 
one-half  of  his  support  from  her. 

“ Widow's  Insurance  Benefits 
“(e)  (1)  The  widow  (as  defined  in  section  216  (c)) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  widow — 

“(A)  has  not  remarried, 

“(B)  has  attained  retirement  age, 

“(C)  has  filed  application  for  widow's  insurance 
benefits  or  was  entitled  to  wife's  insurance  benefits,  on 
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the  basis  of  the  wages  and  self-employment  income  of  such 
individual,  for  the  month  preceding  the  month  in  which 
he  died, 

“(D)  was  living  with  such  individual  at  the  time 
of  his  death,  and 

“(E)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  ivhich 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband, 
shall  be  entitled  to  a  widow's  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  the  effective  date 
in  which  she  becomes  so  entitled  to  such  insurance  bene¬ 
fits  and  ending  with  the  month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  she  remarries,  dies,  or 
becomes  entitled  to  an  old-age  insurance  benefit  equal  to  or 
exceeding  three-fourths  of  the  primary  insurance  amount  of 
her  deceased  husband. 

“(2)  Such  widow's  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  her  deceased  husband. 

“ Widower's  Insurance  Benefits 
“(f)  (1)  The  widower  (as  defined  in  section  216  (g)) 
of  an  individual  who  died  a  fully  and  currently  insured 
individual  after  the  effective  date,  if  such  widower — 

“(A)  has  not  remarried; 
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“(B)  has  attained  retirement  age; 

“(C)  has  filed  application  for  widower  s  insurance 
benefits  or  was  entitled  to  husband’s  insurance  benefits, 
on  the  basis  of  the  wages  and  self-employment  income 
of  such  individual,  for  the  month  preceding  the  month 
in  which  she  died ; 

“(D)  was  living  ivith  such  individual  at  the  time 
of  her  death; 

“(E)  (i)  was  receiving  at  least  one-half  of  his 
support,  as  determined  in  accordance  with  regulations 
prescribed  by  the  Administrator,  from  such  individual 
at  the  time  of  her  death  and  filed  proof  of  such  support 
within  two  years  of  such  date  of  death,  or  (ii)  was 
receiving  at  least  one-half  of  his  support,  as  determined 
in  accordance  with  regulations  prescribed  by  the  Admin¬ 
istrator,  from  such  individual,  and  she  was  a  currently 
insured  individual,  at  the  time  she  became  entitled  to 
old-age  insurance  benefits  and  filed  proof  of  such  sup¬ 
port  within  two  years  after  the  month  in  which  she 
became  so  entitled;  and 

“ (F)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  his  deceased  wife, 

shall  be  entitled  to  a  widower’s  insurance  benefit  for  each 
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month ,  beginning  with  the  first  month  after  the  effective  date 
in  which  he  becomes  so  entitled  to  such  insurance  benefits 
and  ending  with  the  month  preceding  the  first  month  in 
which  any  of  the  following  occurs:  He  remarries,  dies,  or 
becomes  entitled  to  an  old-age  insurance  benefit  equal  to  or 
exceeding  three-fourths  of  the  primary  insurance  amount 
of  his  deceased  wife. 

“(2)  Such  widower’s  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  his  deceased  wife. 

Mother’s  Insurance  Benefits 

“(g)  (1)  The  widow  and  every  former  wife  divorced 
( as  defined  in  section  216  (d) )  of  an  individual  who  died 
a  fully  or  currently  insured  individual  after  1939,  if  such 
widow  or  former  wife  divorced — 

“(A)  has  not  remarried, 

“(B)  is  not  entitled  to  a  widow’s  insurance  benefit, 
“(C)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  three-fourths  of  the  primary  insurance 
amount  of  such  individual, 

“(D)  has  filed  application  for  mother’s  insurance 
benefits, 

“(E)  at  the  time  of  filing  such  application  has  in 
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her  care  a  child  of  such  individual  entitled  to  a  child’s 
insurance  benefit,  and 

“(F)  (i)  in  the  case  of  a  widow,  was  living  with 
such  individual  at  the  time  of  his  death,  or  (ii)  in 
the  case  of  a  former  ivife  divorced,  was  receiving  from 
such  individual  ('pursuant  to  agreement  or  court  order ) 
at  least  one-half  of  her  support  at  the  time  of  his  death, 
and  the  child  referred  to  in  clause  (E)  is  her  son, 
daughter,  or  legally  adopted  child  and  the  benefits 
referred  to  in  such  clause  are  payable  on  the  basis  of 
such  individual’s  wages  or  self-employment  income, 
shall  be  entitled  to  a  mother's  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  the  effective 
date  in  which  she  becomes  so  entitled  to  such  insurance  bene¬ 
fits  and  ending  with  the  month  preceding  the  frst  month  in 
which  any  of  the  following  occurs:  no  child  of  such  deceased 
individual  is  entitled  to  a  child's  insurance  beneft,  such  widow 
or  former  ivife  divorced  becomes  entitled  to  an  old-age 
insurance  beneft  equal  to  or  exceeding  three-fourths  of  the 
primary  insurance  amount  of  such  deceased  individual,  she 
becomes  entitled  to  a  widow’s  insurance  beneft,  she  remar¬ 
ries,  or  she  dies.  Entitlement  to  such  benefts  shall  also 
end,  in  the  case  of  a  former  wife  divorced,  with  the  month 
immediately  preceding  the  frst  month  in  ivhich  no  son, 
daughter,  or  legally  adopted  child  of  such  former  wife 
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divorced  is  entitled  to  a  child's  insurance  benefit  on  the  basis 
of  the  wages  and  self-employment  income  of  such  deceased 
individual. 

“(2)  Such  mother's  insurance  benefit  for  each  month 
shall  be  equal  to  three-fourths  of  the  primary  insurance 
amount  of  such  deceased  individual. 

“Parent's  Insurance  Benefits 
(h)  (1)  Every  parent  (as  defined  in  this  subsection) 
of  an  individual  who  died  a  fully  insured  individual  after 
1939,  if  such  individual  did  not  leave  a  widow  who  meets 
the  conditions  in  subsection  (e)  (1)  (D)  and  (E)  or  an 
unmarried  child  under  the  age  of  eighteen  deemed  dependent 
on  such  individual  under  subsection  (d)  (3),  (4),  or  (5), 
and  if  such  parent — 

“(A)  has  attained  retirement  age, 

“(B)  was  receiving  at  least  one-lialf  of  his  support 
from  such  individual  at  the  time  of  such  individual’ s 
death  and  filed  proof  of  such  support  within  two  years  of 
such  date  of  death, 

“(G)  has  not  married  since  such  individual’s  death , 
“(D)  is  not  entitled  to  old-age  insurance  benefits, 
or  is  entitled  to  old-age  insurance  benefits  each  of  which 
is  less  than  one-half  of  the  primary  insurance  amount  of 
such  deceased  individual,  and 
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“(E)  has  filed  application  for  parent’s  insurance 
benefits, 

shall  be  entitled  to  a  parent’s  insurance  benefit  for  each 
month,  beginning  with  the  first  month  after  the  effective  date 
in  which  such  parent  becomes  so  entitled  to  such  parent’s 
insurance  benefits  and  ending  with  the  month  preceding  the 
first  month  in  which  any  of  the  following  occurs:  such  parent 
dies,  marries,  or  becomes  entitled  to  an  old-age  insurance 
benefit  equal  to  or  exceeding  one-half  of  the  primary  insur¬ 
ance  amount  of  such  deceased  individual. 

“( 2)  Such  parent’s  insurance  benefit  for  each  month 
shall  be  equal  to  one-half  of  the  primary  insurance  amount  of 
such  deceased  individual. 

“(3)  As  used  in  this  subsection,  the  term  ‘ parent ’ 
means  the  mother  or  father  of  an  individual,  a  stepparent  of 
an  individual  by  a  marriage  contracted  before  such  individual 
attained  the  age  of  sixteen,  or  an  adopting  parent  by  whom 
an  individual  was  adopted  before  he  attained  the  age  of 
sixteen. 

“ Lump-Sum  Death  Payments 
“(i)  (1)  In  any  case  in  which  a  fully  or  currently  in¬ 
sured  individual  died  after  the  effective  date  leaving  no  sur¬ 
viving  child,  widow,  widower,  or  parent  who  would,  on  filing 
application  in  the  month  in  which  such  insured  individual 
died,  be  entitled  to  a  benefit  on  the  basis  of  the  wages  and 
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self-employment  income  of  such  insured  individual,  for  such 
month  under  subsection  (d),  (e),  (f),  (g),  or  (h)  of  this 
section,  an  amount  equal  to  three  times  such  individual’ s 
primary  insurance  amount  shall  be  paid  in  a  lump  sum  to 
the  person,  if  any,  determined  by  the  Administrator  to  be 
the  widow  or  widower  of  the  deceased  and  to  have  been  living 
with  the  deceased  at  the  time  of  death.  If  there  is  no  such 
person,  or  if  such  person  dies  before  receiving  payment,  then 
such  amount  shall  be  paid  to  any  person  or  persons,  equitably 
entitled  thereto,  to  the  extent  and  in  the  proportions  that  he 
or  they  shall  have  paid  the  expenses  of  burial  of  such  insured 
individual. 

“(2)  In  any  case  in  which  (A)  a  fully  or  currently  in¬ 
sured  individual  died  after  the  effective  date  leaving  a  surviv¬ 
ing  child,  widow,  widower,  or  parent  who  would,  on  filing  ap¬ 
plication  in  the  month  in  which  such  insured  individual  died, 
be  entitled  to  a  benefit,  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  insured  individual,  for  such 
month  under  subsection  (d),  (e) ,  (f),  (g),  or  (h)  of  this 
section,  and  (B)  the  total  of  benefits  (if  any )  paid  for  the 
month  in  which  such  insured  individual  died  and  for  the  suc¬ 
ceeding  eleven  months  is  less  than  three  times  his  primary  in¬ 
surance  amount,  an  amount  equal  to  the  difference  between 
such  total  and  three  times  such  primary  insurance  amount 
shall  be  paid  in  a  lump  sum  to  the  person,  if  any,  determined 
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by  the  Administrator  to  be  the  widow  or  widower  of  the  de¬ 
ceased  and  to  have  been  living  with  the  deceased  at  the  time  of 
death.  If  there  is  no  such  person,  or  if  such  person  dies 
before  receiving  payment,  then  such  amount  shall  be  paid 
to  any  person  or  persons,  equitably  entitled  thereto,  to  the 
extent  and  in  the  proportions  that  he  or  they  shall  have  paid 
the  expenses  of  burial  of  such  insured  individual. 

“(3)  No  payment  shall  be  made  to  any  person  under 
this  subsection  on  the  basis  of  the  wages  and  self-employment 
income  of  an  insured  individual  unless  application  therefor 
shall  have  been  filed,  by  or  on  behalf  of  any  such  person 
(whether  or  not  legally  competent) ,  prior  to  the  expiration  of 
two  years  after  the  date  of  death  of  such  insured  individual. 
u  Application  for  Monthly  Insurance  Benefits 
“( j)  (1)  An  individual  who  would  have  been 
entitled  to  a  benefit  under  subsection  (a),  (b),  (c),  (d), 
(e),  (f),  (g),  or  (h)  for  any  month  after  the  effec¬ 
tive  date  had  he  filed  application  therefor  prior  to  the 
end  of  such  month  shall  be  entitled  to  such  benefit  for 
such  month  if  he  files  application  therefor  prior  to  the 
end  of  the  sixth  month  immediately  succeeding  such 
month.  Any  benefit  for  a  month  prior  to  the  month  in 
which  application  is  filed  shall  be  reduced,  to  any  extent 
that  may  be  necessary,  so  that  it  will  not  render  erroneous 
any  benefit  which,  before  the  filing  of  such  application,  the 
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Administrator  has  certified  for  payment  for  such  prior  month. 

“( 2)  No  application  for  any  benefit  under  this  section 
for  any  month  after  the  effective  date  which  is  filed  prior 
to  three  moiiths  before  the  first  month  for  which  the  applicant 
becomes  entitled  to  such  benefit  shall  be  accepted  as  an 
application  for  the  purposes  of  this  section;  and  any  applica¬ 
tion  filed  within  such  three  months  period  shall  be  deemed 
to  have  been  filed  in  such  first  month. 

“ Simultaneous  Entitlement  to  Benefits 

“(k)  (1)  A  child,  entitled  to  child's  insurance  benefits 
on  the  basis  of  the  wages  and  self-employment  income  of  an 
insured  individual,  who  would  be  entitled,  on  filing  applica¬ 
tion,  to  child's  insurance  benefits  on  the  basis  of  the  wages 
and  self-employment  income  of  some  other  insured  individual, 
shall  be  deemed  entitled,  subject  to  the  provisions  of  para¬ 
graph  (2)  hereof,  to  child's  insurance  benefits  on  the  basis 
of  the  wages  and  self-employment  income  of  such  other 
individual  if  an  application  for  child's  insurance  benefits  on 
the  basis  of  the  wages  and  self-employment  income  of  such 
other  individual  has  been  filed  by  any  other  child  who  would, 
on  filing  application,  be  entitled  to  child's  insurance  benefits 
on  the  basis  of  the  wages  and  self-employment  income  of 
both  such  insured  individuals. 

“( 2)  (A)  Any  child  who  under  the  preceding  provisions 
of  this  section  is  entitled  for  any  month  to  more  than  one 
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child's  insurance  benefit  shall ,  notwithstanding  such  provisions , 
be  entitled  to  only  one  of  such  child's  insurance  benefits  for 
such  month ,  such  benefit  to  be  the  one  based  on  the  wages  and 
self-employment  income  of  the  insured  individual  who  has 
the  greatest  primary  insurance  amount. 

“(B)  Any  individual  who  under  the  preceding  provi¬ 
sions  of  this  section  is  entitled  for  any  month  to  more  than  one 
monthly  insurance  benefit  (other  than  an  old-age  insurance 
benefit)  under  this  title  shall  be  entitled  to  only  one  such 
monthly  benefit  for  such  month,  such  benefit  to  be  the  largest 
of  the  monthly  benefits  to  which  lie  (but  for  this  paragraph) 
would  otherwise  be  entitled  for  such  month. 

“(3)  If  an  individual  is  entitled  to  an  old-age  insurance 
benefit  for  any  month  and  to  any  other  monthly  insur¬ 
ance  benefit  for  such  month,  such  other  insurance  benefit 
for  such  month  shall  be  reduced  (after  any  reduction  under 
section  203  (a) )  by  an  amount  equal  to  such  old-age  insur¬ 
ance  benefit. 

“ Entitlement  to  Survivor  Benefits  Under  Railroad 

Retirement  Act 

“( l )  If  a7iy  person  would  be  entitled,  upon  filing  appli¬ 
cation  therefor,  to  an  annuity  under  section  5  of  the  Railroad 
Retirement  Act  of  1937,  or  to  a  lump-sum  payment  under 
subsection  (f)  (1)  of  such  section,  with  respect  to  the  death 
of  an  employee  (as  defined  in  such  Act),  no  lump-sum  death 
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1  'payment,  and  no  monthly  benefit  for  the  month  in  which 

2  such  employee  died  or  for  any  month  thereafter,  shall  be  paid 

3  under  this  section  to  any  person  on  the  basis  of  the  wages  and 

4  self-employment  income  of  such  employee  ” 

5  (b)(1)  Except  as  provided  in  paragraph  (3),  the 

6  amendment  made  by  subsection  (a)  of  this  section  shall  take 

7  effect  on  the  first  day  of  the  second  calendar  month  following 

8  the  month  in  which  this  Act  is  enacted;  and  as  used  in  this 

9  section  and  in  section  202  of  the  Social  Security  Act,  as 

10  amended  by  this  Act,  the  term  “ effective  date”  means  the 

11  day  preceding  such  first  day. 

12  (2)  Section  205  (m)  of  the  Social  Security  Act  is  re- 

13  pealed  effective  with  respect  to  monthly  benefits  under  sec- 

14  tion  202  of  the  Social  Security  Act,  as  amended  by  this 

15  Act,  for  months  after  the  effective  date. 

16  (3)  Section  202  (j)  (2)  of  the  Social  Security  Act,  as 

17  amended  by  this  Act,  shall  take  effect  on  the  date  of  enact- 

18  ment  of  this  Act. 

19  (c)(1)  Any  individual  entitled  to  primary  insurance 

20  benefits  or  widow’s  current  insurance  benefits  under  section 

21  202  of  the  Social  Security  Act  as  in  effect  prior  to  its  amend- 

22  ment  by  this  Act  who  would,  but  for  the  enactment  of  this 

23  Act,  be  entitled  to  such  benefits  for  the  month  following  the 

24  effective  date  shall  be  deemed  to  be  entitled  to  old-age  insur- 
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1  ance  benefits  or  mother’s  insurance  benefits  ( as  the  case  may 

2  be)  under  section  202  of  the  Social  Security  Act,  as  amended 

3  by  this  Act,  as  though  such  individual  became  entitled  to 

4  such  benefits  in  such  month. 

5  (2)  Any  individual  entitled  to  any  other  monthly  in- 

6  surance  benefits  under  section  202  of  the  Social  Security 

7  Act  as  in  effect  prior  to  its  amendment  by  this  Act  who  would, 

8  but  for  the  enactment  of  this  Act,  be  entitled  to  such  benefits 

9  for  the  month  following  the  effective  date  shall  be  deemed  to 

10  be  entitled  to  such  benefits  under  section  202  of  the  Social 

11  Security  Act,  as  amended  by  this  Act,  as  though  such  indi- 

12  vidual  became  entitled  to  such  benefits  in  such  month. 

13  (3)  Any  individual  who  files  application  after  the  effec- 

14  tive  date  for  monthly  benefits  under  any  subsection  of  section 

15  202  of  the  Social  Security  Act  who  would,  but  for  the  enact- 

16  ment  of  this  Act,  be  entitled  to  benefits  wider  such  subsection 

17  ( as  in  effect  prior  to  such  enactment )  for  the  month  in  which 

18  such  date  occurs  or  any  month  prior  thereto  shall  be  deemed 

19  entitled  to  such  benefits  for  such  month  to  the  same  extent  and 

20  in  the  same  amounts  as  though  this  Act  had  not  been  enacted. 

21  (d)  Lump-sum  death  payments  shall  be  made  in  the  case 

22  of  individuals  who  died  on  or  prior  to  the  effective  date  as 

23  though  this  Act  had  not  been  enacted;  except  that  in  the  case 

24  of  any  individual  who  died  outside  the  forty-eight  States  and 

25  the  District  of  Columbia  after  December  6,  1941,  and  prior 
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to  August  10,  1946,  the  last  sentence  of  section  202  (g)  of 
the  Social  Security  Act  as  in  effect  prior  to  the  enactment  of 
this  Act  shall  not  he  applicable  if  application  for  a  lump-sum 
death  payment  is  filed  within  two  years  after  the  effective  date. 

MAXIMUM  BENEFITS 

Sec.  102.  (a)  So  much  of  section  203  of  the  Social 
Security  Act  as  precedes  subsection  (d)  is  amended  to  read 
as  follows: 

“reduction  of  insurance  benefits 
“ Maximum  Benefits 

“Sec.  203.  (a)  Whenever  the  total  of  monthly  benefits 
to  which  individuals  are  entitled  under  section  202  for  a 
month  on  the  basis  of  the  wages  and  self-employment  income 
of  an  insured  individual  exceeds  $150,  or  is  more  than  $40 
and  exceeds  80  per  centum  of  his  average  monthly  wage  ( as 
determined  under  section  215),  such  total  of  benefits  shall,  after 
any  deductions  under  this  section,  be  reduced  to  $150  or  to 
80  per  centum  of  his  average  monthly  wage,  whichever  is 
the  lesser,  but  in  no  case  to  less  than  $40,  except  that  when 
any  of  such  individuals  so  entitled  would  (but  for  the  pro¬ 
visions  of  section  202  (k)  (2)  (A))  be  entitled  to  child's 
insurance  benefits  on  the  basis  of  the  wages  and  self-employ¬ 
ment  income  of  one  or  more  other  insured  individuals,  such 
total  of  benefits  shall,  after  any  deductions  under  this  section, 
be  reduced  to  $150  or  to  80  per  centum  of  the  sum  of  the 
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average  monthly  wages  of  all  such  insured  individuals , 
whichever  is  the  lesser,  hut  in  no  case  to  less  than  $40. 
Whenever  a  reduction  is  made  under  this  subsection,  each 
benefit,  except  the  old-age  insurance  benefit,  shall  be  pro¬ 
portionately  decreased 

(b)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  with  respect  to  benefits  for  months 
after  the  first  calendar  month  following  the  month  in  which 
this  Act  is  enacted. 

DEDUCTIONS  FROM  BENEFITS 
Sec.  103.  (a)  Subsections  (d),  (e),  (f),  (g),  and 
(h)  of  section  203  of  the  Social  Security  Act  are  amended 
to  read  as  follows: 

“ Deductions  on  Account  of  Work  or  Failure  to  Have  Child 

in  Care 

“(b)  D  eductions,  in  such  amounts  and  at  such  time  or 
times  as  the  Administrator  shall  determine,  shall  be  made 
from  any  payment  or  payments  under  this  title  to  which  an 
individual  is  entitled,  until  the  total  of  such  deductions  equals 
such  individual' s  benefit  or  benefits  under  section  202  for 
any  month 

“( i)  in  which  such  individual  is  under  the  age 
of  seventy-five  and  in  which  he  rendered  services  for 
wages  ( as  determined  under  section  209  without  regard 
to  subsection  (a)  thereof)  of  more  than  $50;  or 
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“(2)  in  which  such  individual  is  under  the  age  of 
seventy-five  and  for  which  month  he  is  charged,  under 
the  'provisions  of  subsection  (e)  of  this  section,  with  net 
earnings  from  self-employment  of  more  than  $50;  or 
“(3)  in  which  such  individual,  if  a  widow  entitled 
to  a  mother  s  insurance  benefit,  did  not  have  in  her  care 
a  child  of  her  deceased  husband  entitled  to  a  child's 
insurance  benefit;  or 

“(4)  in  which  such  individual,  if  a  former  wife 
divorced  entitled  to  a  mother  s  insurance  benefit,  did 
not  have  in  her  care  a  child,  of  her  deceased  former 
husband,  who  (A )  is  her  son,  daughter,  or  legally 
adopted  child  and  (B)  is  entitled  to  a  child’s  insurance 
benefit  on  the  basis  of  the  wages  and  self-employment 
income  of  her  deceased  former  husband. 

“ Deductions  From  Dependents’  Benefits  Because  of  Work 
by  Old-Age  Insurance  Beneficiary 
“(c)  Deductions  shall  be  made  from  any  wife’s,  hus¬ 
band’s,  or  child’s  insurance  benefit  to  which  a  wife,  husband, 
or  child  is  entitled,  until  the  total  of  such  deductions  equals 
such  wife’s,  husband’ s,  or  child’s  insurance  benefit  or  bene¬ 
fits  under  section  202  for  any  month — 

“(1)  in  which  the  individual,  on  the  basis  of  whose 
wages  and  self-employment  income  such  benefit  was  pay¬ 
able,  is  under  the  age  of  seventy-five  and  in  which  he 
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rendered  services  for  wages  ( as  determined  under  sec¬ 
tion  209  without  regard  to  subsection  (a)  thereof )  of 
more  than  $50;  or 

“(2)  in  which  the  individual  referred  to  in  para¬ 
graph  (1)  is  under  the  age  of  seventy-five  and  for 
which  month  he  is  charged,  under  the  provisions  of 
subsection  (e)  of  this  section,  with  net  earnings  from 
self-employment  of  more  than  $50. 

“Occurrence  of  More  Than  One  Event 
“(d)  If  more  than  one  of  the  events  specified  in  sub¬ 
sections  (b)  and  (c)  occurs  in  any  one  month  which  would 
occasion  deductions  equal  to  a  benefit  for  such  month,  only  an 
amount  equal  to  such  benefit  shall  be  deducted.  The  charging 
of  net  earnings  from  self-employment  to  any  month  shall  be 
treated  as  an  event  occurring  in  the  month  to  which  such 
net  earnings  are  charged. 

“Months  to  Which  Net  Earnings  from  Self-Employment 

Are  Charged 

“(e)  For  the  purposes  of  subsections  (b)  and  (c) — 
“(i)  if  an  individual's  net  earnings  from  self- 
employment  for  his  taxable  year  are  not  more  than 
the  product  of  $50  times  the  number  of  months  in  such 
year,  no  month  in  such  year  shall  be  charged  with  more 
than  $50  of  net  earnings  from  self-employment. 
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“(2)  V  an  individual’s  net  earnings  from  self- 
employment  for  his  taxable  year  are  more  than  the  prod¬ 
uct  of  $50  times  the  number  of  months  in  such  year ,  each 
month  of  such  year  shall  be  charged  with  $50  of  net 
earnings  from  self-employment,  and  the  amount  of  such 
net  earnings  in  excess  of  such  product  shall  be 
further  charged  to  months  as  follows:  The  first  $50  of 
such  excess  shall  be  charged  to  the  last  month  of  such 
taxable  year,  and  the  balance,  if  any,  of  such  excess 
shall  be  charged  at  the  rate  of  $50  per  month  to  each 
preceding  month  in  such  year  until  all  of  such  balance 
has  been  applied,  except  that  no  part  of  such  excess  shall 
be  charged  to  any  month  (A)  for  which  such  individual 
was  not  entitled  to  a  benefit  under  this  title,  (B)  in 
which  an  event  described  in  paragraph  (1),  (3),  or 
(4)  of  subsection  (b)  occurred,  (C)  in  which  such 
individual  was  age  seventy-five  or  over,  or  (D)  in 
which  such  individual  did  not  engage  in  self-employment. 

“(3)  (A)  As  used  in  paragraph  (2),  the  term 
‘last  month  of  such  taxable  year’  means  the  latest  month 
in  such  year  to  which  the  charging  of  the  excess  de¬ 
scribed  in  such  paragraph  is  not  prohibited  by  the  appli¬ 
cation  of  clauses  (A),  (B),  (G),  and  (D)  thereof. 

“(B)  For  the  purposes  of  clause  (D)  of  paragraph 
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(2),  an  individual  will  be  presumed,  with  respect  to  any 
month,  to  have  been  engaged  in  self-employment  in 
such  month  until  it  is  shown  to  the  satisfaction  of  the 
Administrator  that  such  individual  rendered  no  sub¬ 
stantial  services  in  such  month  with  respect  to  any 
trade  or  business  the  net  income  or  loss  of  which  is 
includible  in  computing  his  net  earnings  from  self- 
employment  for  any  taxable  year.  The  Administrator 
shall  by  regulations  prescribe  the  methods  and  criteria 
for  determining  whether  or  not  an  individual  has 
rendered  substantial  services  with  respect  to  any  trade 
or  business. 

“ Penalty  for  Failure  To  Report  Certain  Events 
“(f)  Any  individual  in  receipt  of  benefits  subject  to 
deduction  under  subsection  (b)  or  (c)  (or  who  is  in 
receipt  of  such  benefits  on  behalf  of  another  individual) , 
because  of  the  occurrence  of  an  event  specified  therein  ( other 
than  an  event  described  in  subsection  (b)  (2)  or  (c)  (2)), 
shall  report  such  occurrence  to  the  Administrator  prior 
to  the  receipt  and  acceptance  of  an  insurance  benefit  for 
the  second  month  following  the  month  in  which  such  event 
occurred.  Any  such  individual  having  knoivledge  thereof, 
who  fails  to  report  any  such  occurrence,  shall  suffer  an 
additional  deduction  equal  to  that  imposed  under  subsection 
(b)  or  (c),  except  that  the  first  additional  deduction  im- 
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1  posed  by  this  subsection  in  the  case  of  any  individual  shall 

2  not  exceed  an  amount  equal  to  one  month's  benefit  even 

3  though  the  failure  to  report  is  with  respect  to  more  than 

4  one  month . 

5  “ Report  to  Administrator  of  Net  Earnings  From 

6  Self-Employment 

7  “(g)  (1)  If  an  individual  is  entitled  to  any  monthly  in- 

8  surance  benefit  under  section  202  during  any  taxable  year  in 

9  which  he  has  net  earnings  from  self-employment  in  excess 

10  of  the  product  of  $50  times  the  number  of  months  in  such 

11  year,  such  individual  (or  the  individual  who  is  in  receipt  of 

12  such  benefit  on  his  behalf)  shall  make  a  report  to  the  Ad- 

13  ministrator  of  his  net  earnings  from  self-employment  for  such 

14  taxable  year.  Such  report  shall  be  made  on  or  before  the 

15  fifteenth  clay  of  the  third  month  following  the  close  of  such 

16  year,  and  shall  contain  such  information  and  be  made  in 

17  such  manner  as  the  Administrator  may  by  regulations  pre- 

18  scribe.  Such  report  need  not  be  made  for  any  taxable  year 

19  beginning  with  or  after  the  month  in  which  such  individual 

20  attained  the  age  of  seventy-five. 

21  “(2)  If  an  individual  fails  to  make  a  report  required 

22  under  paragraph  (1),  within  the  time  prescribed  therein, 

23  of  his  net  earnings  from  self-employment  for  any  taxable 
21  year  and  any  deduction  is  imposed  under  subsection  (b)  (2) 
25  by  reason  of  such  net  earnings — 
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“(A)  such  individual  shall  suffer  one  additional ♦ 
deduction  in  an  amount  equal  to  his  benefit  or  benefits 
for  the  last  month  in  such  taxable  year  for  which  he 
was  entitled  to  a  benefit  under  section  202;  and 

“(B)  if  the  failure  to  make  such  report  continues 
after  the  close  of  the  fourth  calendar  month  following  the 
close  of  such  taxable  year,  such  individual  shall  suffer 
an  additional  deduction  in  the  same  amount  for  each 
month  during  all  or  any  part  of  which  such  failure 
continues  after  such  fourth  month; 
except  that  the  number  of  the  additional  deductions  inquired 
by  this  paragraph  shall  not  exceed  the  number  of  months  in 
such  taxable  year  for  which  such  individual  received  and 
accepted  insurance  benefits  under  section  202  and  for  which 
deductions  are  imposed  under  subsection  (b)  (2)  by  reason 
of  such  net  earnings  from  self-employment.  If  more  than 
one  additional  deduction  would  be  imposed  under  this  para¬ 
graph  with  respect  to  a  failure  by  an  individual  to  file  a 
report  required  by  paragraph  (1)  and  such  failure  is  the 
first  for  which  any  additional  deduction  is  imposed  under 
this  paragraph,  only  one  additional  deduction  shall  be 
imposed  with  respect  to  such  first  failure. 

“(3)  If  the  Administrator  determines,-  on  the  basis  of 
information  obtained  by  or  submitted  to  him,  that  it  may 
reasonably  be  expected  that  an  individual  entitled  to  bene- 
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fits  under  section  202  for  any  taxable  year  will  suffer  deduc¬ 
tions  imposed  under  subsection  (b)  (2)  by  reason  of  his 
net  earnings  from  self-employment  for  such  year,  the 
Administrator  may,  before  the  close  of  such  taxable 
year,  suspend  the  payment  for  each  month  in  such  year 
( or  for  only  such  months  as  the  Administrator  may  specify ) 
of  the  benefits  payable  on  the  basis  of  such  individual’ s 
wages  and  self-employment  income;  and  such  suspension 
shall  remain  in  effect  with  respect  to  the  benefits  for  any 
month  until  the  Administrator  has  determined  whether  or  not 
any  deduction  is  imposed  for  such  month  under  subsection 
(b) .  The  Administrator  is  authorized,  before  the  close  of  the 
taxable  year  of  an  individual  entitled  to  benefits  during  such 
year,  to  request  of  such  individual  that  he  make,  at  such 
time  or  times  as  the  Administrator  may  specify,  a  declaration 
of  his  estimated  net  earnings  from  self-employment  for  the 
taxable  year  and  that  he  furnish  to  the  Administrator  such 
other  informatio7i  with  respect  to  such  net  earnings  as  the 
Administrator  may  specify.  A  failure  by  such  individual 
to  comply  with  any  such  request  shall  in  itself  constitute 
justification  for  a  determination  under  this  paragraph  that  it 
may  reasonably  be  expected  that  the  individual  will  suffer 
deductions  imposed  under  subsection  (b)  (2)  by  reason  of 
his  net  earnings  from  self-employment  for  such  year. 
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“ Circumstances  Under  Which  Deductions  Not  Bequired 
“(h)  Deductions  by  reason  of  subsection  (b),  (f),  or 
(g)  shall,  notwithstanding  the  provisions  of  such  subsection, 
be  made  from  the  benefits  to  which  an  individual  is  entitled 
only  to  the  extent  that  they  reduce  the  total  amount  which 
would  otherwise  be  paid,  on  the  basis  of  the  same  wages  and 
self-employment  income,  to  him  and  the  other  individuals 
living  in  the  same  household. 

“ Deductions  With  Bespect  to  Certain  Lump  Sum  Payments 
“(i)  Deductions  shall  also  be  made  from  any  old-age 
insurance  benefit  to  which  an  individual  is  entitled,  or  from 
any  other  insurance  benefit  payable  on  the  basis  of  such 
individual’s  wages  and  self-employment  income,  until  such 
deductions  total  the  amount  of  any  lump  sum  paid  to  such 
individual  under  section  204  of  the  Social  Security  Act  in 
force  prior  to  the  date  of  enactment  of  the  Social  Security 
Act  Amendments  of  1939. 

11  Attainment  of  Age  Seventy-five 
“ (j)  Nor  the  purposes  of  this  section,  an  individual  shall 
be  considered  as  seventy-five  years  of  age  during  the  entire 
month  in  ivhich  he  attains  such  age.” 

(b)  The  amendments  made  by  this  section  shall  take 
effect  on  the  first  day  of  the  second  calendar  month  following 
the  month  in  which  this  Act  is  enacted,  except  that  the  pro¬ 
visions  of  subsections  (d)  and  (e)  of  section  203  of  the 
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Social  Security  Act  as  in  effect  prior  to  the  enactment  of  this 
Act  shall  he  applicable  for  months  prior  to  such  first  day. 

DEFINITIONS 

Sec.  104.  (a)  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  209  and  inserting  in  lieu 
thereof  the  following: 

“definition  of  wages 

“Sec.  209.  For  the  purposes  of  this  title,  the  term 
‘ wages'  means  remuneration  paid  prior  to  1951  which 
was  wages  for  the  purposes  of  this  title  under  the  law 
applicable  to  the  payment  of  such  remuneration,  and  re¬ 
muneration  paid  after  1950  for  employment,  including 
the  cash  value  of  all  remuneration  paid  in  any  medium  other 
than  cash;  except  that,  in  the  case  of  remuneration  paid 
after  1950,  such  term  shall  not  include — 

“(a)  That  part  of  the  remuneration  which,  after 
remuneration  ( other  than  remuneration  referred  to  in  the 
succeeding  subsections  of  this  section)  equal  to  $ 3,000 
with  respect  to  employment  has  been  paid  to  an  individ¬ 
ual  during  any  calendar  year,  is  paid  to  such  individual 
during  such  calendar  year; 

“(b)  The  amount  of  any  payment  (including  any 
amount  paid  by  an  employer  for  insurance  or  annuities, 
or  into  a  fund,  to  provide  for  any  such  payment)  made 
to,  or  on  behalf  of,  an  employee  or  any  of  his  dependents 
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under  a  plan  or  system  established  by  an  employer  which 
makes  provision  for  his  employees  generally  ( or  for  his 
employees  generally  and  their  dependents)  or  for  a  class 
or  classes  of  his  employees  ( or  for  a  class  or  classes  of  his 
employees  and  their  dependents) ,  on  account  of  (1)  re¬ 
tirement,  or  (2)  sickness  or  accident  disability,  or  (3) 
medical  or  hospitalization  expenses  in  connection  with 
sickness  or  accident  disability,  or  (4)  death ; 

“(c)  Any  payment  made  to  an  employee  (includ- 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“(d)  Any  payment  on  account  of  sickness  or 
accident  disability,  or  medical  or  hospitalization  ex¬ 
penses  in  connection  with  sickness  or  accident  disability, 
made  by  an  employer  to,  or  on  behalf  of,  an  employee 
after  the  expiration  of  six  calendar  months  following 
the  last  calendar  month  in  which  the  employee  worked 
for  such  employer; 

“(e)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  or  his  beneficiary  (1)  from  or  to  a  trust 
exempt  from  tax  under  section  165  (a)  of  the  Internal 
Revenue  Code  at  the  time  of  such  payment  unless  such 
payment  is  made  to  an  employee  of  the  trust  as  remu¬ 
neration  for  services  rendered  as  such  employee  and  not 
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as  a  beneficiary  of  the  trust,  or  (2)  under  or  to  an 
annuity  plan  which,  at  the  time  of  such  payment,  meets 
the  requirements  of  section  165  (a)  (3),  (4),  (5), 
and  (6)  of  such  code; 

“(f)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee )  (1) 
of  the  tax  imposed  upon  an  employee  under  section 
1400  of  the  Internal  Revenue  Code,  or  (2)  of  any 
payment  required  from  an  employee  under  a  State 
unemployment  compensation  law; 

“(g)  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of 
the  employer’s  trade  or  business  or  for  domestic  service 
in  a  private  home  of  the  employer; 

“(h)  Remuneration  paid  in  any  medium  other  than 
cash  for  agricultural  labor;  or 

“(i)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  retirement  age  ( as  defined  in  section  216 
(a) ) ,  if  he  did  not  work  for  the  employer  in  the  period 
for  which  such  payment  is  made. 

“ DEFINITION  OF  EMPLOYMENT 

“Sec.  210.  For  the  purposes  of  this  title — 

“  Employment 

“(a)  The  term  * employment ’  means  any  service  per- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


240 


formed  after  1936  and  prior  to  1951  which  was  employment 
for  the  purposes  of  this  title  under  the  law  applicable  to  the 
period  in  which  such  service  was  performed,  and  any  service, 
of  whatever  nature,  performed  after  1950  either  (A)  by  an 
employee  for  the  person  employing  him,  irrespective  of  the 
citizenship  or  residence  of  either,  (i)  within  the  United  States, 
or  (ii)  on  or  in  connection  with  an  American  vessel  or 
American  aircraft  under  a  contract  of  service  which  is  entered 
mto  within  the  United  States  or  during  the  performance  of 
which  and  while  the  employee  is  employed  on  the  vessel  or 
aircraft  it  touches  at  a  port  in  the  United  States,  if  the 
employee  is  employed  on  and  in  connection  with  such  vessel 
or  aircraft  when  outside  the  United  States,  or  (B)  outside 
the  United  States  by  a  citizen  of  the  United  States  as  an 
employee  for  an  American  employer  ( as  defined  in  subsection 
(e) ) ;  except  that,  in  the  case  of  service  performed  after 
1950,  such  term  shall  not  include — 

“(1)  (A)  Agricultural  labor  (as  defined  in  sub¬ 
section  (f)  of  this  section)  performed  in  any  calendar 
quarter  by  an  employee,  unless  the  cash  remuneration 
paid  for  such  labor  is  $50  or  more  and  such  labor  is 
performed  for  an  employer  by  an  individual  who  is 
regularly  employed  by  such  employer  to  perform  such 
agricultural  labor.  For  the  purposes  of  this  paragraph, 
an  individual  shall  be  deemed  to  be  regularly  employed 
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by  an  employer  during  a  calendar  quarter  only  if  (i)  on 
each  of  some  sixty  days  during  such  quarter  such  indi¬ 
vidual  performs  agricultural  labor  for  such  employer 
for  some  portion  of  the  day ,  or  (ii)  such  individual  was 
regularly  employed  (as  determined  under  clause  (i) )  by 
such  employer  in  the  performance  of  such  labor  during 
the  preceding  calendar  quarter; 

“(B)  Service  performed  in  connection  with  the  pro¬ 
duction  or  harvesting  of  any  commodity  defined  as  an 
agricultural  commodity  in  section  15  (g)  of  the  Agri¬ 
cultural  Marketing  Act,  as  amended,  or  in  connection 
with  the  ginning  of  cotton; 

“(2)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 

“(3)  Service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $50  or  more  and  such  service  is  performed 
by  an  individual  who  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
H.  E.  6000 - 16 
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quarter  only  if  (A)  on  each  of  some  twenty-four  days 
during  such  quarter  such  individual  performs  for  such 
employer  for  some  portion  of  the  day  service  not  in  the 
course  of  the  employer  s  trade  or  business,  or  (B )  if  such 
individual  was  regularly  employed  ( as  determined  under 
clause  (A))  by  such  employer  in  the  performance  of 
such  service  during  the  preceding  calendar  quarter.  As 
used  in  this  paragraph,  the  term  ‘ service  not  in  the  course 
of  the  employer  s  trade  or  business’  includes  domestic 
service  in  a  private  home  of  the  employer; 

“(4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service  per¬ 
formed  by  a  child  under  the  age  of  twenty-one  in  the 
employ  of  his  father  or  mother; 

“(5)  Service  performed  by  an  individual  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  or  on  or 
in  connection  with  an  aircraft  not  an  American  aircraft, 
if  the  individual  is  employed  on  and  in  connection  with 
such  vessel  or  aircraft  when  outside  the  United  States; 

“( 6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumen¬ 
tality  is  exempt  from  the  tax  imposed  by  section  1410  of 
the  Internal  Revenue  Code  by  virtue  of  any  provision  of 
law  which  specifically  refers  to  such  section  in  granting 
such  exemption; 
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“( 7)  (A)  Service  performed  in  the  employ  of  the 
United  States,  if  such  service  is  covered  by  a  retirement 
system  established  by  a  law  of  the  United  States  or  by 
the  agency  for  which  such  service  is  performed; 

“(B)  Service  performed  in  the  employ  of  any  instru¬ 
mentality  of  the  United  States,  if  such  service  is  covered 
by  a  retirement  system  established  by  a  law  of  the  United 
States; 

“(C)  Service  performed  in  the  employ  of  an  instru¬ 
mentality  of  the  United  States  which  is  either  wholly 
owned  or  which,  but  for  the  provisions  of  section  1412 
of  the  Internal  Revenue  Code,  would  be  exempt  from 
the  tax  imposed  by  section  1410  of  such  code  and  was 
exempt  from  the  tax  imposed  by  section  1410  of  such 
code  on  December  31,  1950,  except  that  the  provisions  of 
this  subparagraph  shall  not  be  applicable  to — 

“(i)  service  performed  in  the  employ  of  a  na¬ 
tional  farm  loan  association,  a  production  credit 
association,  a  State,  county,  or  community  committee 
under  the  Production  and  Marketing  Administration, 
a  Federal  credit  union,  the  Bonneville  Power  Ad¬ 
ministrator,  or  the  United  States  Maritime  Commis¬ 
sion;  or 

“(ii)  service  performed  in  the  employ  of  the 
Tennessee  Valley  Authority  unless  such  service  is 
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covered  by  a  retirement  system  established  by  such 
authority;  or 

“(in)  service  performed  by  a  civilian  em¬ 
ployee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Ex¬ 
change  Service,  Army  and  Air  Force  Motion  Pic¬ 
ture  Service,  Navy  Ship’s  Service  Stores,  Marine 
Corps  Post  Exchanges,  or  other  activities,  conducted 
by  an  instrumentality  of  the  United  States  subject 
to  the  jurisdiction  of  the  Secretary  of  Defense,  at 
installations  of  the  National  Military  Establishment 
for  the  comfort,  pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel  of  such 
Establishment; 

“(D)  Service  performed  in  the  employ  of  the 
United  States  or  in  the  employ  of  any  instrumentality 
of  the  United  States,  if  such  service  is  performed — 

“(i)  as  the  President  or  Vice  President  of  the 
United  States  or  as  a  Member,  Delegate,  or  Resi¬ 
dent  Commissioner,  of  or  to  the  Congress; 

“( ii)  in  the  legislative  branch; 

“(Hi)  in  the  field  service  of  the  Post  Office 
Department  unless  performed  by  any  individual  as 
an  employee  who  is  excluded  by  Executive  order 
from  the  operation  of  the  Civil  Service  Retirement 
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Act  of  1930  because  he  is  serving  under  a  tempo¬ 
rary  appointment  pending  final  determination  of 
eligibility  for  permanent  or  indefinite  appointment; 

“(iv)  in  or  under  the  Bureau  of  the  Census 
'of  the  Department  of  Commerce  by  temporary  em¬ 
ployees  employed  for  the  taking  of  any  census; 

“(v)  by  any  individual  as  an  employee  who 
is  excluded  by  Executive  order  from  the  operation 
of  the  Civil  Service  Retirement  Act  of  1930  because 
he  is  paid  on  a  contract  or  fee  basis; 

“(vi)  by  any  individual  as  an  employee  re¬ 
ceiving  nominal  compensation  of  $12  or  less  per 
annum; 

‘Y vii)  in  a  hospital,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof; 

“( viii)  by  any  individual  as  a  consular  agent 
appointed  under  authority  of  section  551  of  the 
Foreign  Service  Act  of  1946  (22  U.  S.  C.,  sec. 
951); 

11  ( ix)  by  any  individual  as  an  employee  in¬ 
cluded  under  section  2  of  the  Act  of  August  4,  1947 
( relating  to  certain  interns,  student  nurses,  and  other 
student  employees  of  hospitals  of  the  Federal  Gov¬ 
ernment;  5  U.  S.  C.,  sec.  1052) ; 

“(x)  by  any  individual  as  an  employee  serving 
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on  a  temporary  basis  in  case  of  fire,  storm,  earth¬ 
quake,  flood,  or  other  emergency ; 

“  (xi)  by  any  individual  as  an  employee  who  is 
employed  under  a  Federal  relief  program,  to  relieve 
him  from  unemployment;  or 

“( xii)  as  a  member  of  a  State,  county,  or  com¬ 
munity  committee  under  the  Production  and  Market¬ 
ing  Administration  or  of  any  other  board,  council, 
committee,  or  other  similar  body,  unless  such  board, 
council,  committee,  or  other  body  is  composed  ex¬ 
clusively  of  individuals  otherwise  in  the  full-time 
employ  of  the  United  States ; 

“( 8)  Service  (other  than  service  included  under  an 
agreement  under  section  218)  performed  in  the  employ 
of  a  State,  or  any  political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of  the  foregoing  which 
is  wholly  owned  by  one  or  more  States  or  political  sub¬ 
divisions;  and  any  service  (other  than  service  included 
under  an  agreement  under  section  218 )  performed  in  the 
employ  of  any  instrumentality  of  one  or  more  States 
or  political  subdivisions  to  the  extent  that  the  instru¬ 
mentality  is,  with  respect  to  such  service,  immune  under 
the  Constitution  of  the  United  States  from  the  tax  im¬ 
posed  by  section  1410  of  the  Internal  Revenue  Code; 
“(9)  (A)  Service  performed  by  a  duly  ordained, 
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commissioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order; 
“(B)  Service  in  the  employ  of — 

“(i)  a  corporation,  fund,  or  foundation  which 
is  exempt  from  income  tax  under  section  101  (6) 
of  the  Internal  Revenue  Code  and  is  organized  and 
operated  primarily  for  religious  purposes;  or 

“(ii)  a  corporation,  fund,  or  foundation  which 
is  exempt  from  income  tax  under  section  101  (6) 
of  the  Internal  Revenue  Code  and  is  owned  and 
operated  hy  one  or  more  corporations,  funds,  or 
foundations  included  under  clause  (i)  hereof; 
unless  such  service  is  performed  on  or  after  the  first  day 
of  the  calendar  quarter  following  the  calendar  quarter  in 
which  such  corporation,  fund,  or  foundation  files  (whether 
filed  on,  before,  or  after  January  1,  1951)  with  the 
Commissioner  of  Internal  Revenue  a  statement  that  it 
desires  to  have  the  insurance  system  established  by  this 
title  extended  to  services  performed  by  its  employees; 

“(10)  Service  performed  by  an  individual  as  an 
employee  or  employee  representative  as  defined  in  sec¬ 
tion  1532  of  the  Internal  Revenue  Code; 

“(11)  (A)  Service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from 
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income  tax  under  section  101  of  the  Internal  Revenue 
Code,  if  the  remuneration  for  such  service  is  less  thnn 
$50; 

“(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by  a 
student  who  is  enrolled  and  is  regularly  attending  classes 
at  such  school,  college,  or  university; 

“  (12)  Service  performed  in  the  employ  of  a  foreign 
government  (including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative) ; 

“  (13)  Service  performed  in  the  employ  of  an  instru- 
mentality  wholly  owned,  by  a  foreign  government — 

“(A)  If  the  service  is  of  a  character  similar  to 
that  performed  in  foreign  countries  by  employees  of 
the  United  States  Government  or  of  an  instrumen¬ 
tality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment,  with  respect  to  whose  instrumentality  and 
employees  thereof  exemption  is  claimed,  grants  an 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
the  United  States  Government  and  of  instrumentali¬ 
ties  thereof; 

“(14)  Service  performed  as  a  student  nurse  in  the 
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employ  of  a  hospital  or  a  nurses’  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses’  training  school  chartered  or  approved 
pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years’  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law; 

“(15)  Service  performed  by  an  individual  in  (or 
as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating,  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity ) ,  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  ( determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  under 
the  laivs  of  the  United  States)  ; 

"(16)  (A)  Service  performed  by  an  individual 
under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
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or  distribution  to  any  'point,  for  subsequent  delivery  or 
distribution; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him  at 
a  fixed  price,  his  compensation  being  based  on  the  reten¬ 
tion  of  the  excess  of  such  price  over  the  amount  at 
which  the  newspapers  or  magazines  are  charged  to  him, 
whether  or  not  he  is  guaranteed  a  minimum  amount  of 
compensation  for  such  service,  or  is  entitled  to  be 
credited  with  the  unsold  newspapers  or  magazines  turned 
back;  or 

“(17)  Service  performed  in  the  employ  of  an  inter¬ 
national  organization  entitled  to  enjoy  privileges,  ex¬ 
emptions,  and  immunities  as  an  international  organiza¬ 
tion  under  the  International  Organizations  Immunities 
Act  (59  Stat.  669). 

“Included  and  Excluded  Service 
“(b)  If  the  services  performed  during  one-half  or  more 
of  any  pay  period  by  an  employee  for  the  person  employing 
him  constitute  employment,  all  the  services  of  such  employee 
for  such  period  shall  be  deemed  to  be  employment;  but  if 
the  services  performed  during  more  than  one-lialf  of  any  such 
pa y  period  by  an  employee  for  the  person  employing  him  do 
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not  constitute  employment,  then  none  of  the  services  of  such 
employee  for  such  period  shall  he  deemed  to  he  employment. 
As  used  in  this  subsection,  the  term  lpay  period ’  means  a 
period  (of  not  more  than  thirty-one  consecutive  days)  for 
which  a  payment  of  remuneration  is  ordinarily  made  to  the 
employee  by  the  person  employing  him.  This  subsection 
shall  not  be  applicable  with  respect  to  services  performed  in 
a  pay  period  by  an  employee  for  the  person  employing  him, 
where  any  of  such  service  is  excepted  by  paragraph  (10)  of 
subsection  (a). 

“American  Vessel 

“(c)  The  term  1  American  vessel’  means  any  vessel 
documented  or  numbered  under  the  laws  of  the  United 
States;  and  includes  any  vessel  which  is  neither  documented 
or  numbered  under  the  laws  of  the  United  States  nor 
documented  under  the  laws  of  any  foreign  country,  if  its 
crew  is  employed  solely  by  one  or  more  citizens  or  residents 
of  the  United  States  or  corporations  organized  under  the 
laws  of  the  United  States  or  of  any  State. 

“American  Aircraft 

“(d)  The  term  1  American  aircraft’  means  an  aircraft 
registered  under  the  laws  of  the  United  States. 

“American  Employer 

“(e)  The  term  ‘American  employer  means  an  em¬ 
ployer  which  is  (1)  the  United  States  or  any  instrumental- 
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ity  thereof,  (2)  a  State  or  any  'political  subdivision  thereof, 
or  any  instrumentality  of  any  one  or  more  of  the  foregoing, 

(3)  an  individual  who  is  a  resident  of  the  United  States, 

(4)  a  partnership,  if  two-thirds  or  more  of  the  partners  are 
residents  of  the  United  States,  (5)  a  trust,  if  all  of  the 
trustees  are  residents  of  the  United  States,  or  (6)  a  corpora¬ 
tion  organized  under  the  laws  of  the  United  States  or  of  any 
State. 

“Agricultural  Labor 

“(f)  The  term  ‘agricultural  labor ’  includes  all  service 
performed — 

“( 1)  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  the  raising  or  harvesting  any  agricultural  or  horti¬ 
cultural  commodity,  including  the  raising,  shearing,  feed¬ 
ing,  caring  for,  training,  and  management  of  livestock, 
bees,  poultry,  and  fur-bearing  animals  and  ivildlife. 

“(2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“(3)  In  connection  with  the  production  or  harvest- 
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ing  of  any  commodity  defined  as  an  agricultural  com¬ 
modity  in  section  15  (g)  of  the  Agricultural  Marketing 
Act,  as  amended,  or  in  connection  with  the  ginning  of 
cotton,  or  in  connection  with  the  operation  or  mainte¬ 
nance  of  ditches,  canals,  reservoirs,  or  waterways 
not  owned  or  operated  for  profit,  used  exclusively  for 
supplying  and  storing  water  for  farming  purposes. 

“(4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging,  proc¬ 
essing,  freezing,  grading,  storing,  or  delivering  to  storage 
or  to  market  or  to  a  carrier  for  transportation  to  market, 
in  its  unmanufactured  state,  any  agricidtural  or  horti¬ 
cultural  commodity ;  but  only  if  such  operator  produced 
more  than  one-half  of  the  commodity  with  respect  to 
which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  service  described  in  subparagraph  (A), 
but  only  if  such  operators  produced  all  of  the  commodity 
with  respect  to  which  such  service  is  performed.  For 
the  purposes  of  this  subparagraph,  any  unincorpo¬ 
rated  group  of  operators  shall  be  deemed  a  cooperative 
organization  if  the  number  of  operators  comprising  such 
group  is  more  than  twenty  at  any  time  during  the  cal¬ 
endar  quarter  in  which  such  service  is  performed. 
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“(5)  On  a  farm  operated  for  profit  if  such  service 
is  not  in  the  course  of  the  employer  s  trade  or  business 
or  is  domestic  service  in  a  private  home  of  the  employer. 
The  provisions  of  subparagraphs  (A)  and  (B)  of  para¬ 
graph  (4)  shall  not  be  deemed  to  be  applicable  with  respect 
to  service  performed  in  connection  with  commercial  canning 
or  commercial  freezing  or  in  connection  with  any  agricultural 
or  horticultural  commodity  after  its  delivery  to  a  terminal 
market  for  distribution  for  consumption . 

“Farm 

“(g)  The  term  ‘farm’  includes  stock ,  dairy,  poultry, 
fruit,  fur-bearing  animal,  and  truck  farms,  plantations, 
ranches,  nurseries,  ranges,  greenhouses  or  other  similar 
structures  used  primarily  for  the  raising  of  agricultural  or 
horticultural  commodities,  and  orchards. 

“ State 

“(h)  The  term  ‘ State ’  includes  Alaska,  Hawaii,  the 
District  of  Columbia,  and  the  Virgin  Islands;  and  on  and 
after  the  effective  date  specified  in  section  219  such  term 
includes  Puerto  Rico. 

“United  States 

“(i)  The  term  ‘ United  States'  when  used  in  a  geo¬ 
graphical  sense  means  the  States,  Alaska,  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Virgin  Islands;  and  on  and  after 
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the  effective  date  specified  in  section  219  such  term  includes 
Puerto  Pico. 

“Citizen  of  Puerto  Pico 

“(j)  An  individual  who  is  a  citizen  of  Puerto  Pico 
(hut  not  otherwise  a  citizen  of  the  United  States)  and 
who  is  not  a  resident  of  the  United  States  shall  not  be 
considered,  for  the  purposes  of  this  section,  as  a  citizen 
of  the  United  States  prior  to  the  effective  date  specified 
in  section  219. 

u  Employee 

“  (k)  The  term  ‘employee’  means — 

“(i)  any  officer  of  a  corporation;  or 

“(2)  any  individual  who,  under  the  usual  common 

% 

law  rules  applicable  in  determining  the  employer- 
employee  relationship ,  has  the  status  of  an  employee;  or 
“(3)  any  individual  (other  than  an  individual  who 
is  an  employee  under  paragraph  (1)  or  (2)  of  this 
subsection)  who  performs  services  for  remuneration  for 
any  person — 

“(A)  as  an  agent-driver  or  commission-driver 
engaged  in  distributing  meat  products,  bakery  prod¬ 
ucts,  or  laundry  or  dry-cleaning  services ;  or 

“(B)  as  a  full-time  life  insurance  salesman; 
if  the  contract  of  service  contemplates  that  substantially 
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all  of  such  services  are  to  he  performed  personally  by 
such  individual;  except  that  an  individual  shall  not  he 
included  in  the  term  ‘ employee '  under  the  provisions 
of  this  paragraph  if  such  individual  has  a  substantial 
investment  in  facilities  used  in  connection  with  the  per¬ 
formance  of  such  services  (other  than  in  facilities  for 
transportation) ,  or  if  the  services  are  in  the  nature  of 
a  single  transaction  not  part  of  a  continuing  relationship 
with  the  person  for  whom  the  services  are  performed. 
“self-employment 

“Sec.  211.  For  the  purposes  of  this  title — 

“Net  Earnings  From  Self-Employment 
“(a)  The  term  ‘net  earnings  from  self -employment' 

0 

means  the  gross  income,  as  computed  under  chapter  1 
of  the  Internal  Revenue  Code,  derived  by  an  individual 
from  any  trade  or  business  carried  on  by  such  individual, 
less  the  deductions  allowed  under  such  chapter  which  are 
attributable  to  such  trade  or  business,  plus  his  distributive 
share  ( whether  or  not  distributed )  of  the  ordinary  net  income 
or  loss,  as  computed  under  section  183  of  such  code,  from 
any  trade  or  busmess  carried  on  by  a  partnership  of  which 
he  is  a  member;  except  that  in  computing  such  gross  income 
and  deductions  and  such  distributive  share  of  partnership 
ordinary  net  income  or  loss — 
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“(1)  There  shall  he  excluded  rentals  from  real 
estate  (including  personal  property  leased  with  the  real 
estate)  and  deductions  attributable  thereto,  unless  such 
rentals  are  received  in  the  course  of  a  trade  or  business 
as  a  real  estate  dealer; 

“(2)  There  shall  be  excluded  income  derived  from 
any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  employees,  the  major 
portion  of  the  services  would  constitute  agricultural 
labor  as  defined  in  section  210  (f);  and  there  shall  be 
excluded,  all  deductions  attributable  to  such  income ; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture,  note, 
or  certificate,  or  other  evidence  of  indebtedness,  issued 
with  interest  coupons  or  in  registered  form  by  any 
corporation  (including  one  issued  by  a  government  or 
political  subdivision  thereof )  unless  such  dividends 
and  interest  ( other  than  interest  described  in  section 
25  (a)  of  the  Internal  Revenue  Code)  are  received  in 
the  course  of  a  trade  or  business  as  a  dealer  in  stocks 
or  securities ; 

“(4)  There  shall  be  excluded  any  gain  or  loss 
(A)  which  is  considered  under  chapter  1  of  the  Internal 
Revenue  Code  as  gain  or  loss  from  the  sale  or  exchange 

H.  R.  6000 - 17 
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of  a  capital  asset,  (B)  from  the  cutting  or  disposal  of 
timber  if  section  117  (j)  of  such  code  is  applicable 
to  such  gain  or  loss,  or  (C)  from  the  sale,  exchange, 
involuntary  conversion,  or  other  disposition  of  property 
if  such  property  is  neither  (i)  stock  in  trade  or  other 
property  of  a  kind  which  would  properly  be  includible 
in  inventory  if  on  hand  at  the  close  of  the  taxable  year, 
nor  (ii)  property  held  primarily  for  sale  to  customers  in 
the  ordinary  course  of  the  trade  or  business; 

“(5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s )  of  such  code  shall  not  be  allowed ; 

“(6)  (A)  If  any  of  the  income  derived  from  a 
trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership )  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the  gross 
income  and  deductions  of  the  wife ; 

“(B)  If  any  portion  of  a  partner  s  distributive  share 
of  the  ordinary  net  income  or  loss  from  a  trade  or  busi¬ 
ness  carried  on  by  a  partnership  is  community  income  or 
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loss  under  the  community  property  laws  applicable  to 
such  share,  all  of  such  distributive  share  shall  be  included 
in  computing  the  net  earnings  from  self-employment  of 
such  partner,  and  no  part  of  such  share  shall  be  taken 
into  account  in  computing  the  net  earnings  from  self- 
employment  of  the  spouse  of  such  partner; 

“(7)  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  219 , 
(A)  the  term  ‘possession  of  the  United  States’  as  used 
in  section  251  of  the  Internal  Revenue  Code  shall  not 
include  Puerto  Rico,  and  (B)  a  citizen  or  resident  of 
Puerto  Rico  shall  compute  his  net  earnings  from  self- 
employment  in  the  same  manner  as  a  citizen,  of  the 
United  States  and  without  regard  to  the  provisions  of 
section  252  of  such  code. 

If  the  taxable  year  of  a  partner  is  different  from  that  of  the 
partnership,  the  distributive  share  which  he  is  required  to 
include  in  computing  his  net  earnings  from  self-employment 
shall  be  based  upon  the  ordinary  net  income  or  loss  of  the 
partnership  for  any  taxable  year  of  the  partnership  ( even 
though  beginning  prior  to  1951)  ending  within  or  with  his 
taxable  year. 

“Self-Employment  Income 

“(b)  The  term  ‘self-employment  income  means  the  net 
earnings  from  self-employment  derived  by  an  individual 
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(other  than  a  nonresident  alien  individual)  during  any  tax¬ 
able  year  beginning  after  1950;  except  that  such  term  shall 
not  include — 

“( 1)  That  part  of  the.  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,000,  minus 
(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year;  or 

“( 2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  219,  an  individual  who  is 
a  gitizen  of  Puerto  Pico  (but  not  otherwise  a  citizen  of  the 
United  States)  and  who  is  not  a  resident  of  the  United 
States  during  such  taxable  year  shall  be  considered,  for  the 
purposes  of  this  subsection,  as  a  nonresident  alien  individual. 
An  individual  who  is  not  a  citizen  of  the  United  States  but 
who  is  a  resident  of  the  Virgin  Islands  or  (after  the  effective 
date  specified  in  section  219 )  a  resident  of  Puerto  Pico  shall 
not,  for  the  purposes  of  this  subsection,  be  considered  to  be  a 
nonresident  alien  individual. 

“  Trade  or  Business 

“(c)  The  term  ‘ trade  or  business,’  when  used  with  ref¬ 
erence  to  self-employment  income  or  net  earnings  from  self- 
employment,  shall  have  the  same  meaning  as  when  used  in 
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section  23  of  the  Internal  Revenue  Code,  except  that  such 
term  shall  not  include — - 

“( 1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  ( other  than  service  described  in  section 
210  (a)  (16)  (B)  performed  by  an  individual  who  has 
attained  the  age  of  eighteen )  ; 

“(3)  The  pei'formance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined  in 
section  1532  of  the  Internal  Revenue  Code; 

“( 4)  The  performance  of  service  by  a  duly  or¬ 
dained,  commissioned,  or  licensed  minister  of  a  church 
in  the  exercise  of  his  ministry  or  by  a  member  of  a 
religious  order  in  the  exercise  of  duties  required  by 
such  order;  or 

“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer, 
dentist,  osteopath,  veterinarian,  chiropractor,  naturopath, 
optometrist,  Christian  Science  practitioner,  architect,  cer¬ 
tified  public  accountant,  or  professional  engineer ;  or  the 
performance  of  such  service  by  a  partnership. 

“ Partnership  and  Partner 

“(d)  The  term  ‘partnership  and  the  term  ‘partner 
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shall  have  the  same  meaning  as  when  used  in  supplement 
F  of  chapter  1  of  the  Internal  Revenue  Code. 

“Taxable  Year 

“(e)  The  term  1 taxable  year  shall  have  the  same 
meaning  as  when  used  in  chapter  1  of  the  Internal  Revenue 
Code;  and  the  taxable  year  of  any  individual  shall  be  a 
calendar  year  unless  he  has  a  different  taxable  year  for  the 
purposes  of  chapter  1  of  such  code,  in  which  case  his  taxable 
year  for  the  purposes  of  this  title  shall  be  the  same  as  his 
taxable  year  under  such  chapter  1. 

“crediting  of  self-employment  income  to  calendar 

QUARTERS 

“Sec.  212.  For  the  purposes  of  determining  aver¬ 
age  monthly  wage  and  quarters  of  coverage  the  amount  of 
self-employment  income  derived  during  any  taxable  year 
shall  be  credited  to  calendar  quarters  as  follows: 

“(a)  In  the  case  of  a  taxable  year  which  is  a  calen¬ 
dar  year  the  self-employment  income  of  such  taxable  year 
shall  be  credited  equally  to  each  quarter  of  such  calendar 
year. 

“(b)  In  the  case  of  any  other  taxable  year  the  self- 
employment  income  shall  be  credited  equally  to  the 
calendar  quarter  in  which  such  taxable  year  ends  and  to 
each  of  the  next  three  or  fewer  preceding  quarters  any 
part  of  which  is  in  such  taxable  year . 
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“quarter  and  quarter  of  coverage 
“Definitions 

“Sec.  213.  (a)  For  the  purposes  of  this  title — 

“( 1)  The  term  ‘quarter  ,  and  the  term  ‘calendar  quar¬ 
ter  ,  means  a  period  of  three  calendar  months  ending  on 
March  31,  June  30,  September  30,  or  December  31. 

“( 2)  (A)  The  term  ‘quarter  of  coverage''  means,  in  the 
case  of  any  quarter  occurring  prior  to  1951,  a  quarter  in 
which  the  individual  has  been  paid,  $ 50  or  more  in  wages. 
In  the  case  of  any  individual  who  has  been  paid,  in  a  calen¬ 
dar  year  prior  to  1951,  $ 3,000  or  more  in  wages  each 
quarter  of  such  year  following  his  first  quarter  of  coverage 
shall  be  deemed  a  quarter  of  coverage,  excepting  any  quarter 
in  such  year  in  which  such  individual  died  or  became  entitled 
to  a  primary  insurance  benefit  and  any  quarter  succeeding 
such  quarter  in  which  he  died  or  became  so  entitled. 

“(B)  The  term  ‘quarter  of  coverage’  means,  in  the  case 
of  a  quarter  occurring  after  1950,  a  quarter  in  which  the 
individual  has  been  paid  $50  or  more  in  wages  or  for  which 
he  has  been  credited  ( as  determined  under  section  212 )  with 
$100  or  more  of  self-employment  income,  except  that — 

“(i)  no  quarter  after  the  quarter  in  which  such 
individual  died  shall  be  a  quarter  of  coverage; 

“( ii)  if  the  wages  paid  to  any  individual  in  a 
calendar  year  equal  or  exceed  $3,000,  each  quarter  of 
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such  year  shall  (subject  to  clause  (i) )  be  a  quarter  of 
coverage; 

“(Hi)  if  an  individual  has  self-employment  income 
for  a  taxable  year,  and  if  the  sum  of  such  income  and 
the  wages  paid  to  him  during  such  taxable  year  equals 
$3,000,  each  quarter  any  part  of  which  falls  in  such 
year  shall  be  a  quarter  of  coverage;  and 

“( iv)  no  quarter  shall  be  counted  as  a  quarter  of 
coverage  prior  to  the  beginning  of  such  quarter. 

“Crediting  of  Wages  Paid  in  1937 
‘‘  (b)  With  respect  to  wages  paid  to  an  individual  in 
the  six-month  periods  commencing  either  January  1,  1937, 
or  July  1,  1937;  (A)  if  wages  of  not  less  than  $100  were 
paid  in  any  such  period,  one-half  of  the  total  amount  thereof 
shall  be  deemed  to  have  been  paid  in  each  of  the  calendar 
quarters  in  such  period;  and  (B )  if  wages  of  less  than  $100 
were  paid  in  any  such  period,  the  total  amount  thereof  shall 
be  deemed  to  have  been  paid  in  the  latter  quarter  of  such 
period,  except  that  if  in  any  such  period,  the  individual 
attained,  age  sixty-five,  all  of  the  wages  paid  in  such  period 
shall  be  deemed,  to  have  been  paid  before  such  age  was 
attained. 
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“ INSURED  STATUS  FOR  PURPOSES  OF  OLD-AGE  AND 
SURVIVORS  INSURANCE  BENEFITS 
11  Sec.  214.  For  the  purposes  of  this  title — 

“ Fully  Insured  Individual 

“(a)  (1)  In  the  case  of  any  individual  who  died  prior 
to  the  first  day  of  the  second  calendar  month  following  the 
month  in  which  this  section  was  enacted ,  the  term  ‘fully 
insured  individual  means  any  individual  who  had  not  less 
than  one  quarter  of  coverage  (whenever  acquired)  for  each 
two  of  the  quarters  elapsing  after  1936,  or  after  the  quarter 
in  which  he  attained  the  age  of  twenty-one,  whichever  is 
later,  and  up  to  but  excluding  the  quarter  in  which  he  at¬ 
tained  retirement  age,  or  died,  whichever  first  occurred, 
except  that  in  no  case  shall  an  individual  be  a  fully  insured 
individual  unless  he  has  at  least  six  quarters  of  coverage. 

“(2)  In  the  case  of  any  individual  who  did  not  die 
prior  to  the  first  day  of  the  second  calendar  month  following 
the  month  in  which  this  section  was  enacted,  the  term  ‘fully 
insured  individual  means  any  individual  who  had  not  less 
than — 

“(A)  one  quarter  of  coverage  (whether  acquired 
before  or  after  such  day)  for  each  two  of  the  quarters 
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elapsing  after  1950,  or  after  the  quarter  in  which  he 
attained  the  age  of  twenty-one,  whichever  is  later,  and 
up  to  hut  excluding  the  quarter  in  which  he  attained 
retirement  age,  or  died,  whichever  first  occurred,  except 
that  in  no  case  shall  an  individual  he  a  fully  insured 
individual  unless  he  has  at  least  six  quarters  of 
coverage;  or 

“(B)  forty  quarter sf  of  coverage. 

“(3)  When  the  number  of  elapsed  quarters  specified 
in  paragraph  (1)  or  (2)  (A)  is  an  odd  number,  for  pur¬ 
poses  of  such  paragraph  such  number  shall  he  reduced  by  one. 

“Currently  Insured  Individual 
“(h)  The  term  ‘ currently  insured  individual’  means 
any  individual  who  had  not  less  than  six  quarters  of  coverage 
during  the  thirteen-quarter  period  ending  with  (1)  the  quar¬ 
ter  in  which  he  died,  (2)  the  quarter  in  which  he  became 
entitled,  to  old-age  insurance  benefits,  or  (3)  the  quarter  in 
which  he  became  entitled  to  primary  insurance  benefits  under 
this  title  as  in  effect  prior  to  the  enactment  of  this  section. 

“ COMPUTATION  OF  PRIMARY  INSURANCE  AMOUNT 

“Sec.  215.  For  the  purposes  of  this  title — 

“Primary  Insurance  Amount 
“(a)  (1)  The  primary  insurance  amount  of  an  indi- 
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vidual  who  attained  age  twenty-two  after  1950  and  with 
respect  to  whom  not  less  than  six  of  the  quarters  elapsing 
after  1950  are  quarters  of  coverage  shall  he  50  per  centum 
of  the  first  $100  of  his  average  monthly  wage  plus  15  per 
centum  of  the  next  $150  of  such  wage.  When  the  pri¬ 
mary  insurance  amount  thus  computed  is  less  than  $25  it  shall 
be  increased  to  $25  except  in  the  case  of  an  individual  whose 
average  monthly  wage  is  less  than  $34,  in  which  case  his 
primary  insurance  amount  thus  computed  shall  he  increased 
to  $20. 

“( 2)  The  primary  insurance  amount  of  an  individual 
who  attained  age  twenty-two  prior  to  1951  and  with  re¬ 
spect  to  whom  not  less  than  six  of  the  quarters  elapsing 
after  1950  are  quarters  of  coverage  shall  he  whichever  of 
the  following  is  the  larger — 

“(A)  the  amount  computed  as  provided  in  para¬ 
graph  (1)  of  this  subsection;  or 

“(B)  the  amount  determined  for  him  by  use  of  the 
conversion  table  under  subsection  (c). 

“(3)  The  primary  insurance  amount  of  any  other  in¬ 
dividual  shall  be  the  amount  determined  for  him  by  use  of 
the  conversion  table  under  subsection  (cj. 
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“Average  Monthly  Wage 

“(b)  (1)  An  individual’s  ‘ average  monthly  wage ’  (for 
purposes  of  subsection  (a) )  means  the  quotient  obtained  by 
dividing  the  total  of  his  wages  and  self-employment  income 
after  his  starting  date  ( determined  under  paragraph  (2) ) 
and  prior  to  his  closing  date  (determined  under  paragraph 
(3)),  by  the  number  of  months  elapsing  after  such  starting 
date  and  prior  to  such  closing  date  excluding  from  such 
elapsed  months  any  month  in  any  quarter  prior  to  the 
quarter  in  which  he  attained  the  age  of  twenty-one  which 
was  not  a  quarter  of  coverage. 

“(2)  An  individual’s  ‘starting  date  shall  be  December 
31,  1950,  or  the  day  preceding  the  quarter  in  which  he 
attained  the  age  of  twenty-two,  whichever  results  in  the  higher 
average  monthly  wage. 

“(3)  (A)  Except  to  the  extent  provided  in  paragraphs 
(B)  and  (C),  an  individual’s  ‘closing  date’  shall  be  the  first 
day  of  the  second  quarter  preceding  the  quarter  in  ivhich 
he  died  or  became  entitled  to  old-age  insurance  benefits, 
whichever  first  occurred. 

“(B)  If  the  number  of  months  elapsing  after  an  indi¬ 
vidual’s  starting  date  and  prior  to  his  closing  date,  as  deter¬ 
mined  under  subparagraph  (A),  is  less  than  eighteen,  his 
closing  date  shall  be  the  first  day  of  the  quarter  in  ivhich  he 
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died  or  became  entitled  to  old-age  insurance  benefits,  which¬ 
ever  first  occurred. 

“(C)  In  the  case  of  an  individual  who  died  or  became 
entitled  to  old-age  insurance  benefits  after  the  first  quarter 
in  which  he  both  ivas  fully  insured  and  had  attained  retire¬ 
ment  age,  the  determination  of  his  closing  date  under  sub- 
paragraphs  (A)  and  (B)  shall  be  made  as  though  he  became 
entitled  to  old-age  insurance  benefits  in  such  first  quarter,  but 
only  if  it  would  result  in  a  higher  average  monthly  wage  for 
such  individual. 

“(4)  Notwithstanding  the  preceding  provisions  of  this 
subsection,  in  computing  an  individual’s  average  monthly 
wage,  there  shall  not  be  taken  into  account  any  self-employ¬ 
ment  income  of  such  individual  for  taxable  years  ending 
in  or  after  the  month  in  which  he  became  entitled  to  old-age 
insurance  benefits  or  died,  whichever  first  occurred. 

“Determinations  Made  by  Use  of  the  Conversion  Table 

“(c)  (1)  The  amount  referred  to  in  paragraph  (3) 
and  clause  (B)  of  paragraph  (2)  of  subsection  (a)  for  an 
individual  shall  be  the  amount  appearing  in  column  II  of 
the  following  table  on  the  line  on  which  in  column  I  appears 
his  primary  insurance  benefit  (determined  as  provided  in 
subsection  (d ) ) ;  and  his  average  monthly  wage  shall,  for 
purposes  of  section  203  (a),  be  the  amount  appearing  on 
such  line  in  column  III. 


270 


“ I 

Primary  insurance  benefit  (as  determined  under 
subsection  (d)) 

II 

Primary  insurance 
amount 

III 

Assumed  average 
monthly  wage  for 
purpose  of  com¬ 
puting  maximum 
benefits 

$10 _ 

$20.  00 

$50.  00 

$11 _ 

22.  00 

52.  00 

$12 _ 

24. 00 

54. 00 

$13 _ 

28.00 

56.  00 

$n - 

29.50 

59.  00 

$15 _ 

31.00 

62.  00 

$16 _ . _ 

32.  50 

65.  00 

$17 _ 

34. 00 

68.  00 

$18 _ 

35.  00 

70.00 

$19 _ 

36.  00 

72.  00 

$20— _ 

37.  00 

74.00 

$21 _ 

38.  50 

77.  00 

$22 _ 

40.  50  . 

81.  00 

$23-  _  _ 

43. 00 

86.  00 

$24 _ 

46.  00 

92.  00 

$25 _ 

48.50 

97.00 

$26 _ 

50.  90 

106.  00 

$27 _ 

52.  40 

116.  00 

$28 _ 

53.  80 

125.  00 

$29 _ 

55.  00 

133.  00 

$30 _ 

56.20 

141. 00 

$31 _ 

57.  40 

149. 00 

$32 _  _ 

58.  60 

157.  00 

$33 _ 

59.  80 

.  165. 00 

$34 _ 

61.00 

173.  00 

$35 _ 

62.  20 

181.  00 

$36- _ 

63.  40 

189.  00 

$37 _ 

64.  40 

196.  00 

$38 _ 

65.50 

203.  00 

$39 _ 

66.50 

210.  00 

$40 _ 

67.  60 

217.  00 

$41 _ 

68.  60 

224. 00 

$42 _ 

69.  70 

231.  00 

$43 _ 

70.  70 

238.  00 

$44 — * - 

71.60 

244. 00 

$45 _ 

72.  50 

250.  00 

$46 _ 

72.  50 

250.  00 
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“( 2)  In  case  the  primary  insurance  benefit  of  an  in¬ 
dividual  (determined  as  provided  in  subsection  (d))  falls 
between  the  amounts  on  any  two  consecutive  lines  in  column 
I  of  the  table,  the  amount  referred  to  in  paragraph  (3)  and 
clause  (B )  of  paragraph  (2)  of  subsection  (a)  for  such  indi¬ 
vidual,  and  his  average  monthly  wage  for  purposes  of  section 
203  (a),  shall  be  determined  in  accordance  with  regulations 
of  the  Administrator  designed  to  obtain  results  consistent 
with  those  obtained  for  individuals  whose  primary  insurance 
benefits  are  shown  in  column  I  of  the  table. 

“Primary  Insurance  Benefit  for  Purposes  of  Conversion 

Table 

“(d)  For  the  purposes  of  subsection  (c),  the  primary 
insurance  benefits  of  individuals  shall  be  determined  as 
follows: 

“(i)  In  the  case  of  any  individual  who  was  entitled  to 
a  primary  insurance  benefit  for  the  first  month  following  the 
month  in  which  this  section  was  enacted,  his  primary  insur¬ 
ance  benefit  shall,  except  as  provided  in  paragraph  (2), 
be  the  primary  insurance  benefit  to  which  he  was  so  entitled. 

“(2)  In  the  case  of  any  individual  to  whom  paragraph 
(1)  is  applicable  and  who  is  a  World  War  II  veteran  or 
in  the  first  month  following  the  month  in  which  this  section 
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was  enacted  rendered  services  for  wages  of  $15  or  more, 
his  'primary  insurance  benefit  shall  be  whichever  of  the  fol¬ 
lowing  is  larger:  (A)  the  primary  insurance  benefit  to 
which  he  was  entitled  for  such  first  month  following  the  month 
in  which  this  section  was  enacted,  or  (B )  liis  primary  insur¬ 
ance  benefit  for  such  month  recomputed,  under  section  209 
(q)  of  the  Social  Security  Act  as  in  effect  prior  to  the  enact¬ 
ment  of  this  section,  in  the  same  manner  as  if  such  individual 
had  filed  application  for  and  was  entitled  to  a  recomputation 
for  such  month,  except  that  in  making  such  recomputation 
section  217  (a)  shall  be  applicable  if  such  individual  is  a 
World  War  II  veteran. 

“(3)  In  the  case  of  any  individual  who  died  prior  to 
the  second  calendar  month  following  the  month  in  which 
this  section  was  enacted,  his  primary  insurance  benefit  shall 
be  determined  as  provided  in  this  title  as  in  effect  prior  to 
the  enactment  of  this  section,  except  that  section  217  (a) 
shall  be  applicable,  in  lieu  of  section  210  of  this  Act  as 
in  effect  prior  to  the  enactment  of  this  section,  but  only  if 
it  results  in  a  larger  primary  insurance  benefit. 

“( 4)  In  the  case  of  any  other  individual,  his  primary 
insurance  benefit  shall  be  determined  as  provided  in  this 
title  as  in  effect  prior  to  the  enactment  of  this  section,  except 
that — 

“(A)  The  computation  of  such  benefit  shall  be  based 
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on  the  total  of  his  wages  and  self-employment  income 
after  1936  and  prior  to  his  closing  date  (as  defined  in 
subsection  (b)),  and  the  provisions  of  paragraph  (4) 
of  subsection  (b)  shall  also  be  applicable  to  such 
computation. 

“(B)  For  purposes  of  such  computation,  the  date  he 
became  entitled  to  old-age  insurance  benefits  shall  be 
deemed  to  be  the  date  he  became  entitled  to  primary 
insurance  benefits. 

“(C)  The  1  per  centum  addition  provided  for  in 
section  209  (e)  (2)  of  this  Act  as  in  effect  prior  to  the 
enactment  of  this  section  shall  be  applicable  only  with 
respect  to  calendar  years  prior  to  1951. 

“(D)  The  provisions  of  subsection  (e)  shall  be 
applicable  to  such  computation. 

“ Certain  Wages  and  Self-Employment  Income  Not  To  Be 

Counted 

“(e)  F or  the  purposes  of  subsections  (b)  and  (d)  (4) — 

(i)  in  computing  an  individual’s  average  monthly 
wage  there  shall  not  be  counted,  in  the  case  of  any 
calendar  year  after  1950,  the  excess  over  $3,000  of 
(A)  the  wages  paid  to  him  in  such  year,  plus  (B)  the 
self-employment  income  credited  to  such  year  (as  de¬ 
termined  under  section  212 ) ;  and 
H.  R.  6000 - 18 
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]  “(2)  if  an  individual’s  average  monthly  wage 

2  computed  under  subsection  (b)  or  for  the  purposes  of 

i  **  '•  .  *•  *  * 

3  subsection  (d)  (4)  is  not  a  multiple  of  $1,  it  shall  be 

4  reduced  to  the  next  lower  multiple  of  $1. 

5  “ Average  Monthly  Wage  for  Computing  Maximum  Benefits 

6  “(f)  For  the  purposes  of  section  203  (a)  the  average 

7  monthly  wage  of  any  individual  whose  primary  insurance 

8  amount  is  computed  under  subsection  (a)  (2)  shall  be 

9  whichever  of  the  following  is  the  larger: 

10  “(d)  The  average  monthly  wage  computed  in  ac- 

11  cordance  with  subsection  (b);  or 

12  “(2)  The  average  monthly  wage  as  derived  from 

13  column  111  of  the  table  in  subsection  (c). 

14  “Recomputation  of  Benefits 

15  “(d)  (d)  After  an  individual's  primary  insurance 

16  amount  has  been  determined  under  this  section,  there  shall 

17  be  no  recomputation  of  such  individual’ s  primary  insurance 

18  amount  except  as  provided  in  this  subsection  or,  in  the  case 

19  of  a  World  War  II  veteran  who  dies  after  the  calendar 

20  month  following  the  month  in  which  this  section  was  enacted 

21  and  prior  to  July  27,  1954,  as  provided  in  section  217  (b). 

22  “(3)  Upon  application  by  an  individual  entitled  to  old- 

23  age  insurance  benefits,  the  Administrator  shall  recompute  his 

24  primary  insurance  amount  if  application  therefor  is  filed 

25  after  the  twelfth  month  for  which  deductions  under  para- 
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graph  (1)  or  (2)  of  section  203  (h)  have  been  imposed 
(within  a  period  of  thirty-six  months)  with  respect  to  such 
benefit,  not  taking  into  account  any  month  prior  to  the  sec¬ 
ond  month  following  the  month  in  ivhich  this  section  was 
enacted  or  prior  to  the  earliest  month  for  which  the  last 
previous  computation  of  his  primary  insurance  amount  was 
effective,  and  if  not  less  than  six  of  the  quarters  elapsing  after 
1950  and  prior  to  the  quarter  in  which  he  filed  such  applica¬ 
tion  are  quarters  of  coverage.  A  recomputation  under  this 
paragraph  shall  be  made  only  as  provided  in  subsection 

(a)  (1)  and  shall  take  into  account  only  such  wages  and 
self-employment  income  as  would  be  taken  into  account  under 
subsection  (b)  if  the  month  in  which  application  for  recom¬ 
putation  is  filed  were  deemed  to  be  the  month  in  which  the 
individual  became  entitled  to  old-age  insurance  benefits. 
Such  recomputation  shall  be  effective  for  and  after  the  month 
in  which  such  application  for  recomputation  is  filed. 

“(3)  (A)  Upon  application  by  an  individual  entitled 
to  old-age  insurance  benefits,  filed  at  least  six  months  after 
the  month  in  which  he  became  so  entitled,  the  Administrator 
shall  recompute  his  primary  insurance  amount.  Such  recom- 
putation  shall  be  made  in  the  manner  provided  in  the  pre¬ 
ceding  subsections  of  this  section  for  computation  of  such 
amount  except  that  his  closing  date  for  purposes  of  subsection 

(b)  shall  be  deemed  to  be  the  first  day  of  the  quarter  in  which 
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he  became  entitled  to  old-age  insurance  benefits.  Such  re- 
computation  shall  be  effective  for  and  after  the  first  month 
in  which  he  became  entitled  to  old-age  insurance  benefits. 

“(B)  Upon  application  by  a  person  entitled  to  monthly 
benefits  on  the  basis  of  the  wages  and  self-employment  income 
of  an  individual  who  died  after  the  first  caleiidar  month  fol¬ 
lowing  the  month  in  which  this  section  was  enacted,  the 
Administrator  shall  recompute  such  individuals  primary 
insurance  amount,  if  such  application  is  filed  at  least  six 
months  after  the  month  in  which  such  individual  died  or 
became  entitled  to  old-age  insurance  benefits,  whichever  first 
occurred.  Such  recomputation  shall  be  made  in  the  manner 
provided  in  the  preceding  subsections  of  this  section  for 
computation  of  such  amount  except  that  his  closing  date  for 
purposes  of  subsection  (b)  shall  be  deemed  to  be  the  first  day 
of  the  quarter  in  which  he  died  or  became  entitled  to  old-age 
insurance  benefits,  whichever  first  occurred.  Such  recom¬ 
putation  shcdl  be  effective  for  and  after  the  month  in  which 
such  person  who  filed  the  application  for  recomputation  be¬ 
came  entitled  to  such  monthly  benefits.  No  recomputa¬ 
tion  under  this  paragraph  shall  affect  the  amount  of  the  lump¬ 
sum  death  payment  under  subsection  (i)  of  section  202  and 
no  such  recomputation  shall  render  erroneous  any  such 
payment  certified  by  the  Administrator  prior  to  the  effective 
date  of  the  recomputation. 
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“(4)  Upon  the  death  after  the  first  calendar  month  fol¬ 
lowing  the  month  in  which  this  section  was  enacted  of  an 
individual  entitled  to  old-age  insurance  benefits,  if  any  person 
is  entitled  to  monthly  benefits,  or  to  a  lump-sum  death  pay¬ 
ment,  on  the  basis  of  the  wages  and  self-employment  income 
of  such  individual,  the  Administrator  shall  recompute  the 
decedent's  primary  insurance  amount,  but  (except  as  pro¬ 
vided  in  paragraph  (3)  (B)  )  only  if — 

“(A)  the  decedent  would  have  been  entitled  to  a 
recomputation  under  paragraph  (2)  if  he  had  filed 
application  therefor  in  the  month  in  which  he  died;  or 
“(B)  the  decedent  during  his  lifetime  was  paid  com¬ 
pensation  which  is  treated,  under  section  205  (o),  as 
remuneration  for  employment. 

If  the  recomputation  is  permitted  by  subparagraph  (A), 
the  recomputation  shall  be  made  (if  at  all)  as  though  he 
had  filed  application  for  a  recomputation  under  paragraph 
(2)  in  the  month  in  which  he  died,  except  that  such  recom¬ 
putation  shall  include  any  compensation  (described  in  sec¬ 
tion  205  (o) )  paid  to  him  prior  to  the  closing  date  which 
would  have  been  applicable  under  such  paragraph.  If 
recomputation  is  permitted  by  subparagraph  (B),  the 
recomputation  shall  tale  into  account  only  the  wages  and 
self-employment  income  which  were  taken  into  account  in  the 
last  previous  computation  of  his  primary  insurance  amount 
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and  the  compensation  ( described  in  section  205  (o) )  paid 
to  him  prior  to  the  closing  date  applicable  to  such  computa¬ 
tion.  If  both  of  the  preceding  sentences  are  applicable  to 
an  individual,  only  the  recomputation  which  results  in  the 
larger  primary  insurance  amount  shall  be  made. 

“(5)  Any  recomputation  under  this  subsection  shall  be 
effective  only  if  such  recomputation  results  in  a  higher  primary 
insurance  amount.  No  such  recomputation  shall,  for  the 
purposes  of  section  203  (a),  lower  the  average  monthly  wage. 

“ Bounding  of  Benefits 

“(h)  The  amount  of  any  primary  insurance  amount 
and  the  amount  of  any  monthly  benefit  computed  under  sec¬ 
tion  202  which,  after  reduction  under  section  203  (a),  is 
not  a  multiple  of  $0.10  shall  be  raised  to  the  next  higher 
multiple  of  $0.10. 

“ OTHER  DEFINITIONS 

“Sec.  216.  For  the  purposes  of  this  title — 

“Retirement  Age 

“(a)  The  term  1 retirement  age  means  age  sixty-five. 

“ Wife 

"(b)  The  term  1 wife ’  means  the  wife  of  an  individual, 
but  only  if  she  (1)  is  the  mother  of  his  son  or  daughter,  or 
(2)  was  married,  to  him  for  a  period,  of  not  less  than  three 
years  immediately  preceding  the  day  on  which  her  applica¬ 
tion  is  filed. 
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“Widow 

“(c)  The  term  ‘ widow  (except  when  used  in  section 
202  (i))  means  the  surviving  wife  of  an  individual,  but 
only  if  she  (1)  is  the  mother  of  his  son  or  daughter, 
(2)  legally  adopted  his  son  or  daughter  while  she  was 
married  to  him  and  while  such  son  or  daughter  was  wider 
the  age  of  eighteen,  (3)  teas  married  to  him  at  the  time 
both  of  them  legally  adopted  a  child  under  the  age  of 
eighteen,  or  (4)  was  married  to  him  for  a  period  of  not  less 
than  one  year  immediately  prior  to  the  day  on  which  he  died. 

“ Former  Wife  Divorced 

“(cl)  The  term  ‘former  wife  divorced'  means  a  woman 
divorced  from  an  individual,  but  only  if  she  (1)  is  the 
mother  of  his  son  or  daughter,  ( 2)  legally  adopted  his  son  or 
daughter  while  she  was  married  to  him  and  while  such  son 
or  daughter  was  under  the  age  of  eighteen,  or  (3)  was 
married  to  him  at  the  time  both  of  them  legally  adopted  a 
child  under  the  age  of  eighteen. 

“ Child 

“(e)  The  term  ‘child’  means  (1)  the  child  of  an  in¬ 
dividual,  and  (2)  in  the  case  of  a,  living  individual,  a  step¬ 
child  or  adopted  child,  who  has  been  such  stepchild  or 
adopted  child  for  not  less  than  three  years  immediately 
preceding  the  day  on  which  application  for  child’s  benefits  is 
filed,  and  (3)  in  the  case  of  a  deceased  individual,  (A)  an 
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adopted  child,  or  (B)  a  stepchild  who  has  been  such  stepchild 
for  not  less  than  one  year  immediately  preceding  the  day 
on  which  such  individual  died.  In  determining  whether  an 
adopted  child  has  met  the  length  of  time  requirement  in 
clause  (2),  time  spent  in  the  relationship  of  stepchild  shall 
be  counted  as  time  spent  in  the  relationship  of  adopted  child. 

u  Husband 

“(f)  The  term  ‘ husband ’  means  the  husband  of  an  indi¬ 
vidual,  but  only  if  he  (1)  is  the  father  of  her  son  or  daughter, 
or  (2)  was  married  to  her  for  a  period  of  not  less  than  three 
years  immediately  preceding  the  day  on  which  his  applica¬ 
tion  is  filed. 

“ Widower 

“(g)  The  term  ‘widower’  (except  when  used  in  sec¬ 
tion  202  (i) )  means  the  surviving  husband  of  an  individual, 
but  only  if  he  (1)  is  the  father  of  her  son  or  daughter,  (2) 
legally  adopted  her  son  or  daughter  while  he  was  married 
to  her  and  while  such  son  or  daughter  was  under  the  age 
of  eighteen,  (3)  was  married  to  her  at  the  time  both  of  them 
legally  adopted  a  child  under  the  age  of  eighteen,  or  (4) 
was  married  to  her  for  a  period  of  not  less  than  one  year 
immediately  prior  to  the  day  on  which  she  died. 

“Determination  of  Family  Status 
“(h)  (1)  In  determining  whether  an  applicant  is  the 
ivife,  husband,  widow,  widower,  child,  or  parent  of  a  fully 
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fully  insured  or  currently  insured  individual  for  purposes 
of  this  title,  the  Administrator  shall  apply  such  law  as  would 
he  applied  in  determining  the  devolutioji  of  intestate  personal 
property  hy  the  courts  of  the  State  in  which  such  insured 
individual  is  domiciled  at  the  time  such  applicant  files  appli¬ 
cation,  or,  if  such  insured  individual  is  dead,  hy  the  courts 
of  the  State  in  which  he  urns  domiciled  at  the  time  of  his  death, 
or  if  such  insured  individual  is  or  was  not  so  domiciled  in 
any  State,  hy  the  courts  of  the  District  of  Columbia.  Appli¬ 
cants  who  according  to  such  law  would  have  the  same  status 
relative  to  taking  intestate  personal  property  as  a  ivife,  hus¬ 
band,  widow,  widower,  child,  or  parent  shall  he  deemed  such. 

“(2)  A  wife  shall  he  deemed  to  he  living  with  her  hus¬ 
band  if  they  are  both  members  of  the  same  household,  or  she 
is  receiving  regular  contributions  from  him  toward  her  sup¬ 
port,  or  he  has  been  ordered  hy  any  court  to  contribute  to  her 
support;  and  a  widow  shall  he  deemed  to  have  been  living 
with  her  husband  at  the  time  of  his  death  if  they  were  both 
members  of  the  same  household  on  the  date  of  his  death,  or 
she  was  receiving  regular  contributions  from  him  toward  her 
support  on  such  date,  or  he  had  been  ordered  by  any  court  to 
contribute  to  her  support. 

“(3)  A  husband  shall  be  deemed  to  be  living  with  his 
wife  if  they  are  both  members  of  the  same  household,  or 
he  is  receiving  regular  contributions  from  her  toward  his 
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support,  or  she  has  been  ordered  by  any  court  to  contribute 
to  his  support;  and  a  icidower  shall  be  deemed  to  have 
been  living  with  his  wife  at  the  time  of  her  death  if  they 
were  both  members  of  the  same  household  on  the  date  of  her 
death,  or  he  was  receiving  regular  contributions  from  her 
toward  his  support  on  such  date,  or  she  had  been  ordered 
by  any  court  to  contribute  to  his  support  ” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  January  1,  19-51,  except  that  sections  214,  215,  and 
216  of  the  Social  Security  Act  shall  be  applicable  (1)  in  the 
case  of  applications  filed  after  the  date  of  enactment  of  this 
Act  for  monthly  benefits  for  months  after  the  first  calendar 
month  following  the  month  in  which  such  date  occurred,  and 
(2)  in  the  case  of  applications  for  lump-sum  death  payments 
with  respect  to  deaths  after  such  first  calendar  month  follow¬ 
ing  the  month  in  which  this  Act  was  enacted . 

WORLD  WAR  II  VETERANS 

Sec.  105.  Title  II  of  the  Social  Security  Act  is 
amended  by  striking  out  section  210  and  by  adding  after 
section  216  (added  by  section  104  (a)  of  this  Act)  the 
following: 

“ BENEFITS  IN  CASE  OF  WORLD  WAR  II  VETERANS 
“Sec.  217.  (a)  (1)  For  purposes  of  determining  en¬ 
titlement  to  and  the  amount  of  any  monthly  benefit  for  any 
month  after  the  first  month  following  the  month  in  which 
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this  section  was  enacted,  or  entitlement  to  and  the  amount 
of  any  lump-sum  death  payment  in  case  of  a  death  after 
such  first  month,  payable  under  this  title  on  the  basis 
of  the  wages  or  self-employment  income  of  any  World  War 
II  veteran,  such  veteran  shall  be  deemed  to  have  been  paid 
wages  (in  addition  to  the  wages,  if  any,  actually  paid  to 
him)  of  $ 160  in  each  month  during  any  part  of  which  he 
served  in  the  active  military  or  naval  service  of  the  United 
States  during  World  War  II.  This  subsection  shall  not  be 
applicable  in  the  case  of  any  monthly  benefit  or  lump-sum 
death  payment  if — 

“( A)  a  larger  such  benefit  or  payment,  as  the  case 
may  be,  would  be  payable  without  its  application; 

“(B)  a  benefit  (other  than  a  benefit  payable  in  a 
lump  sum  unless  it  is  a  commutation  of,  or  a  substitute 
for,  periodic  payments)  which  is  based,  in  whole  or  in 
part,  upon  the  active  military  or  naval  service  of  such 
veteran  during  World  War  II  is  determined  by  any 
agency  or  wholly  owned  instrumentality  of  the  United. 
States  (other  than  the  Veterans'  Administration)  to  be 
payable  by  it  under  any  other  law  of  the  United 
States  or  under  a  system  established  by  such  agency 
or  instrumentality. 

“(2)  Upon  application  for  benefits  or  a  lump-sum  death 
payment  on  the  basis  of  the  wages  and  self-employment  income 
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of  any  World  War  II  veteran,  the  Federal  Security  Admin¬ 
istrator  shall  make  a  decision  without  regard  to  clause  (B) 
of  'paragraph  (1)  of  this  subsection  unless  he  has  been  noti¬ 
fied  by  the  Civil  Service  Commission  that,  on  the  basis  of  the 
military  or  naval  service  of  such  veteran  during  World  War 
II,  a  benefit  described  in  clause  (B)  of  paragraph  (1)  has 
been  determined  to  be  payable  by  some  other  agency  or  wholly 
owned  instrumentality  of  the  United  States.  The  Federal 
Security  Administrator  shall  thereupon  report  such  decision 
to  the  Civil  Service  Commission.  The  Commission  shall  then 
ascertain  whether  in  such  case  some  other  agency  or  ivholly 
owned  instrumentality  of  the  United  States  has  decided  that 
a  benefit  described  in  clause  (B)  of  paragraph  (1)  is  pay¬ 
able  by  it.  If  in  any  such  case  such  a  decision  has  been  made 
or  is  thereafter  made,  the  Commission  shall  so  notify  the  Fed¬ 
eral  Security  Administrator,  and  the  Administrator  shall 
certify  no  further  benefits  for  payment  or  shall  recompute  the 
amount  of  any  further  benefits  payable,  as  may  be  required 
by  paragraph  (1)  of  this  subsection.  Any  payments  there¬ 
tofore  certified  by  the  Federal  Security  Administrator  on  the 
basis  of  paragraph  (1)  of  this  subsection  to  any  individual, 
not  exceeding  the  amount  of  the  accrued  benefits  payable  with 
respect  to  him  by  such  agency  or  wholly  owned  instrumen¬ 
tality  of  the  United  States,  shall  (notwithstanding  any  other 
provision  of  law)  be  deemed  to  have  been  paid  with  respect 
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to  him  by  such  agency  or  instrumentality  on  account  of  such 
accrued  benefits.  No  such  payment  certified  by  the  Federal 
Security  Administrator  and  no  payment  certified  by  him  for 
any  mojith  prior  to  the  first  month  for  which  any  such  benefit 
is  paid  by  such  other  agency  or  instrumentality  shall  be 
deemed  by  reason  of  this  subsection  to  have  been  an  erroneous 
payment. 

“(3)  Any  agency  or  wholly  owned  instrumentality  of  the 
United  States  which  is-  authorized  by  any  law  of  the  United 
States  to  pay  benefits,  or  has  a  system  of  benefits  which 
are  based,  in  whole  or  in  part,  on  military  or  naval  serv¬ 
ice  during  World  War  II  shall,  at  the  request  of  the 
Civil  Service  Commission,  certify  to  it,  with  respect  to  any 
veteran,  such  information  as  the  Commission  deems  necessary 
to  carry  out  its  functions  under  paragraph  (2)  of  this  sub¬ 
section. 

“(b)  (1)  In  the  case  of  any  World  War  II  veteran 
who  dies  during  the  period  of  three  years  immediately  fol¬ 
lowing  his  separation  from  the  active  military  or  naval 
service  of  the  United  States,  such  veteran  shall  be  deemed  to 
have  died  a,  fully  insured,  individual,  but  his  primary  insur¬ 
ance  amount  shcdl  be  computed  only  as  provided  in  section 
215  (a)  (3)  and,  for  the  purposes  of  such  computation,  he 
shall  be  deemed  to  have  an  average  monthly  wage  of  $ 160 
and  to  have  been  paid  $ 200  in  wages,  for  the  purposes  of 
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section  209  (e)  (2)  of  this  Act  as  in  effect  prior  to  the  enact¬ 
ment  of  this  section,  in  each  calendar  year  in  which  he  had 
thirty  days  or  more  of  active  military  or  naval  service  after 
September  16,  1940,  and  prior  to  January  1,  1951.  This 
subsection  shall  not  be  applicable  in  the  case  of  any  monthly 
benefit  or  lump-sum  death  payment  if — 

“(A)  a  larger  such  benefit  or  payment,  as  the  case 
may  be,  would  be  payable  without  its  application ; 

“(B)  any  pension  or  compensation  is  determined 
by  the  Veterans'  Administration  to  be  payable  by  it  on 
the  basis  of  the  death  of  such  veteran; 

“(C)  the  death  of  the  veteran  occurred  while  he 
was  in  the  active  military  or  naval  service  of  the 
United  States;  or 

“(D)  such  veteran  has  been  discharged  or  released 
from  the  active  military  or  naval  service  of  the  United 
States  subsequent  to  July  26,  1951. 

“(2)  Upon  an  application  for  benefits  or  a  lump-sum 
death  payment  on  the  basis  of  the  wages  and  self-employ¬ 
ment  income  of  any  World  War  II  veteran,  the  Federal 
Security  Administrator  shall  male  a  decision  without  regard 
to  paragraph  (1)  (B)  of  this  subsection  unless  he  has  been 
notified  by  the  Veterans'  Administration  that  pension  or  com¬ 
pensation  is  determined  to  be  payable  by  the  Veterans'  Ad¬ 
ministration  by  reason  of  the  death  of  such  veteran.  The 
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1  Federal  Security  Administrator  shall  thereupon  report  such 

2  decision  to  the  Veterans’  Administration.  If  the  Veterans’ 

3  Administration  in  any  such  case  has  made  an  adjudication 

4  or  thereafter  makes  an  adjudication  that  any  pension  or 

5  compensation  is  payable  under  any  law  administered  by 

6  it,  it  shall  notify  the  Federal  Security  Administrator,  and  the 

7  Administrator  shall  certify  no  further  benefits  for  payment, 

8  or  shall  recompute  the  amount  of  any  further  benefits  pay- 

9  able,  as  may  be  required  by  paragraph  (1)  of  this  subsection. 

10  Any  payments  theretofore  certified  by  the  Federal  Security 

11  Administrator  on  the  basis  of  paragraph  (1)  of  this  sub- 

12  section  to  any  individual,  not  exceeding  the  amount  of  any 

13  accrued  pension  or  compensation  payable  to  him  by  the 

14  Veterans  Administration,  shall  (notwithstanding  the  pro- 

15  visions  of  section  3  of  the  Act  of  August  12,  1935,  as 

16  amended  (38  U.  S.  C.,  sec.  454a) )  be  deemed  to  have  been 

17  paid  to  him  by  such  Administration  on  account  of  such 

18  accrued  pension  or  compensation.  No  such  payment  certi- 

19  fed  by  the  Federal  Security  Administrator ,  and  no  payment 

20  certified  by  him  for  any  month  prior  to  the  first  month  for 

21  which  any  pension  or  compensation  is  paid  by  the  Veterans’ 

22  Administration  shall  be  deemed  by  reason  of  this  subsection 

23  to  have  been  an  erroneous  payment. 

21  u(c)  In  the  case  of  any  World  W ar  II  veteran  to  whom 
25  subsection  (a)  is  applicable,  proof  of  support  required  under 
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section  202  (h)  may  be  filed  by  a  parent  at  any  time  prior 
to  July  1951  or  prior  to  the  expiration  of  two  years  after 
the  date  of  the  death  of  such  veteran ,  whichever  is  the  later. 

V 

“(d)  F or  the  purposes  of  this  section — 

“(1)  The  term  ‘World  War  IV  means  the  period  be¬ 
ginning  with  September  16,  1940,  and  ending  at  the  close 
of  July  24,  1947. 

“(2)  The  term  ‘World  War  II  veteran ’  means  any 
individual  who  served  in  the  active  military  or  naval  service 
of  the  United  States  at  any  time  during  World  War  II  and 
ivho,  if  discharged  or  released  therefrom,  was  so  discharged 
or  released  under  conditions  other  than  dishonorable  after 
active  service  of  ninety  days  or  more  or  by  reason  of  a  dis¬ 
ability  or  injury  incurred  or  aggravated  in  service  in  line  of 
duty ;  but  such  term  shall  not  include  any  individual  who 
died  while  in  the  active  military  or  naval  service  of  the 
United  States  if  his  death  was  inflicted  (other  than  by  an 
enemy  of  the  United  States)  as  lawful  punishment  for  a 
military  or  naval  offense V 

COVERAGE  OF  STATE  AND  LOCAL  EMPLOYEES 

Sec.  106.  Tide  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  217  ( added  by  section  105  of  this 
Act)  the  following: 
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“voluntary  agreements  for  coverage  of  state  and 

LOCAL  EMPLOYEES 
“Purpose  of  Agreement 

“Sec.  218.  (a)  (1)  The  Administrator  shall,  at  the 
request  of  any  State,  enter  into  an  agreement  with  such 
State  for  the  purpose  of  extending  the  insurance  system 
established  by  this  title  to  services  (not  otherwise  included 
as  employment  under  this  title)  performed  by  individuals  as 
employees  of  such  State  or  any  political  subdivision  thereof. 
Each  such  agreement  shall  contain  such  provisions,  not  incon¬ 
sistent  with  the  provisions  of  this  section,  as  the  State  may 
request. 

“(2)  Notwithstanding  section  210  (a),  for  the  purposes 
of  this  title  the  term  ‘ employment '  includes  any  agricultural 
labor,  domestic  service,  or  service  performed  by  a  student, 
included  under  an  agreement  entered  into  under  this  section. 

“Definitions 

“(b)  For  the  purposes  of  this  section — 

“( 1)  The  term  ‘ State  does  not  include  the  District 
of  Columbia. 

“(2)  The  term  ‘political  subdivision'’  includes  an 
instrumentality  of  (A)  a  State,  (B)  one  or  more  po¬ 
litical  subdivisions  of  a  State,  or  (C )  a  State  and  one  or 
more  of  its  political  subdivisions. 

H.  H.  6000 - 19 
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“(3)  The  term  ‘employee  includes  an  officer  of  a 
State  or  political  subdivision. 

“(4)  The  term  ‘retirement  system’  means  a  pen¬ 
sion ,  annuity,  retirement,  or  similar  fund  or  system  estab¬ 
lished  by  a  State  or  by  a  political  subdivision  thereof. 

“( 5)  The  term  ‘ coverage  group’  means  (A)  em¬ 
ployees  of  the  State  other  than  those  engaged  in  per¬ 
forming  service  in  connection  with  a  proprietary  func¬ 
tion;  (B)  employees  of  a  political  subdivision  of  a  State 
other  than  those  engaged  in  performing  service  in  con¬ 
nection  with,  a  proprietary  function;  (C )  employees  of  a 
State  engaged  in  performing  service  in  connection  with 
a  single  proprietary  function;  or  (D)  employees  of  a 
political  subdivision  of  a  State  engaged  in  performing 
service  in  connection  with  a  single  proprietary  function. 
If  under  the  preceding  sentence  an  employee  would  be 
included  in  more  than  one  coverage  group  by  reason  of 
the  fact  that  he  performs  service  in  connection  with  two 
or  more  proprietary  functions  or  in  connection  with  both 
a  proprietary  function  and  a  nonproprietary  function, 
he  shall  be  included  in  only  one  such  coverage  group. 
The  determination  of  which  coverage  group  such  em¬ 
ployee  shall  be  included  in  shall  be  made  in  such  manner 
as  may  be  specified  in  the  agreement. 
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“ Services  Covered 

“(c)  (1)  An  agreement  under  this  section  shall  be 
applicable  to  any  one  or  more  coverage  groups  designated 
by  the  State. 

“(2)  In  the  case  of  each  cover  aye  group  to  which  the 
agreement  applies,  the  agreement  must  include  all  services 
( other  than  services  excluded  by  or  pursuant  to  subsection 
(d)  or  paragraph  (3)  or  (5)  of  this  subsection )  performed 
by  individuals  as  members  of  such  group. 

“(3)  Such  agreement  shall,  if  the  State  requests  it, 
exclude  (in  the  case  of  any  coverage  group)  any  services 
of  an  emergency  nature  or  all  services  in  any  class  or  classes 
of  elective  positions,  part-time  positions,  or  positions  the 
compensation  for  which  is  on  a  fee  basis. 

“(4)  The  Administrator  shall,  at  the  request  of  any 
State,  modify  the  agreement  with  such  State  so  as  to  (A) 
include  any  coverage  group  to  which  the  agreement  did 
not  previously  apply,  or  (B)  include,  in  the  case  of  any 
coverage  group  to  which  the  agreement  applies,  services 
previously  excluded  from  the  agreement;  but  the  agreement 
as  so  modified  may  not  be  inconsistent  with  the  provisions 
of  this  section  applicable  in  the  case  of  an  original  agreement 
with  a  State. 

“(5)  Such  agreement  shall,  if  the  State  requests  it, 
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exclude  ( in  the  case  of  any  coverage  group )  any  agricultural 
labor,  domestic  service,  or  service  performed  by  a  student, 
designated  by  the  State.  This  paragraph  shall  apply  only 
with  respect  to  service  which,  if  performed  in  the  employ 
of  an  individual,  would  be  excluded  from  employment  by 
section  210  (a). 

“(6)  Such  agreement  shall  exclude  services  performed 
by  an  individual  who  is  employed  to  relieve  him  from  unem¬ 
ployment  and  shall  exclude  services  performed  in  a  hospital, 
home,  or  other  institution  by  a  patient  or  inmate  thereof. 

“ Exclusion  of  Positions  Covered  by  Retirement  Systems 
“(d)  No  agreement  ivith  any  State  may  be  made  appli¬ 
cable  ( either  in  the  original  agreement  or  by  any  modification 
thereof)  to  any  service  performed  by  employees  as  members 
of  any  coverage  group  in  positions  covered  by  a  retirement 
system  on  the  date  such  agreement  is  made  applicable  to  such 
coverage  group. 

“Payment  and  Reports  by  States 
“(e)  Each  agreement  under  this  section  shall  provide — 
“( 1)  that  the  State  will  pay  to  the  Secretary  of 
the  Treasury,  at  such  time  or  times  as  the  Adminis¬ 
trator  may  by  regulation  prescribe,  amounts  equivalent 
to  the  sum  of  the  taxes  which  would  be  imposed  by  sec¬ 
tions  1400  and  1410  of  the  Internal  Revenue  Code  if  the 
services  of  employees  covered  by  the  agreement  consti- 
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tuted  employment  as  defined  in  section  1426  of  such  code; 

“(2)  that  the  State  will  comply  with  such  regula¬ 
tions  relating  to  payments  and  reports  as  the  Admin¬ 
istrator  may  prescribe  to  carry  out  the  purposes  of  this 
section. 

“Effective  Date  of  Agreement 
“(f)  Any  agreement  or  modification  of  an  agreement 
under  this  section  shall  be  effective  with  respect  to  services 
performed  after  an  effective  date  specified  in  such  agreement 
or  modification,  but  in  no  case  prior  to  January  1,  1951, 
and  in  no  case  (other  than  in  the  case  of  an  agreement  or 
modification  agreed  to  prior  to  January  1,  1953)  prior  to 
the  first  day  of  the  calendar  year  in  which  such  agreement 
or  modification,  as  the  case  may  be,  is  agreed  to  by  the 
Administrator  and  the  State. 

“Termination  of  Agreement 
“(g)  (1)  Upon  giving  at  least  two  years’  advance 
notice  in  writing  to  the  Administrator,  a  State  may  terminate, 
effective  at  the  end  of  a  calendar  quarter  specified  in  the 
notice,  its  agreement  with  the  Administrator  either — 

“(A)  in  its  entirety,  hut  only  if  the  agreement  has 
been  in  effect  from  its  effective  date  for  not  less  than 
five  years  prior  to  the  receipt  of  such  notice;  or 

“(B)  with  respect  to  any  coverage  group  desig¬ 
nated  by  the  State,  but  only  if  the  agreement  has  been 
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in  effect  ivith  respect  to  such  coverage  group  for  not 
less  than  five  years  prior  to  the  receipt  of  such  notice. 
“(2)  If  the  Administrator ,  after  reasonable  notice  and 
opportunity  for  hearing  to  a  State  with  whom  he  has  entered 
into  an  agreement  pursuant  to  this  section,  finds  that  the 
State  has  failed  or  is  no  longer  legally  able  to  comply  sub¬ 
stantially  with  any  provision  of  such  agreement  or  of  this 
section,  he  shall  notify  such  State  that  the  agreement  will  be 
terminated  in  its  entirety,  or  with  respect  to  any  one  or  more 
coverage  groups  designated  by  him,  at  such  time,  not  later 
than  tivo  years  from  the  date  of  such  notice,  as  he  deems 
appropriate,  unless  prior  to  such  time  he  finds  that  there  no 
longer  is  any  such  failure  or  that  the  cause  for  such  legal 
inability  has  been  removed. 

“(3)  If  any  agreement  entered  into  under  this  section 
is  terminated  in  its  entirety,  the  Administrator  and  the  State 
may  not  again  enter  into  an  agreement  pursuant  to  this 
section.  If  any  such  agreement  is  terminated  with  respect 
to  any  coverage  group,  the  Administrator  and  the  State 
may  not  thereafter  modify  such  agreement  so  as  to  again 
make  the  agreement  applicable  with  respect  to  such  cover¬ 
age  group. 

“Deposits  in  Trust  Fund;  Adjustments 
“(h)  (1)  All  amounts  received  by  the  Secretary  of 
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the  Treasury  under  an  agreement  made  pursuant  to  this 
section  shall  be'  deposited  in  the  Trust  F und. 

“(2)  If  more  or  less  than  the  correct  amount  due  under 
an  agreement  made  pursuant  to  this  section  is  paid  with  re¬ 
spect  to  any  payment  of  remuneration,  proper  adjustments 
with  respect  to  the  amounts  due  under  such  agreement  shall 
be  made,  without  interest,  in  such  manner  and  at  such  times 
as  may  be  prescribed  by  regulations  of  the  Administrator. 

“(3)  If  an  overpayment  cannot  be  adjusted  under  para¬ 
graph  (2),  the  amount  thereof  and  the  time  or  times  it 
is  to  be  paid  shall  be  certified  by  the  Administrator  to  the 
Managing  Trustee,  and  the  Managing  Trustee,  through  the 
Fiscal  Service  of  the  Treasury  Department  and  prior  to  any 
action  thereon  by  the  General  Accounting  Office,  shall  make 
payment  in  accordance  with  such  certification.  The  Man¬ 
aging  Trustee  shall  not  be  held  personally  liable  for  any 
payment  or  payments  made  in  accordance  with  a  certifica¬ 
tion  by  the  Administrator. 

“ Regulations 

11  (i)  Regulations  of  the  Administrator  to  carry  out  the 
purposes  of  this  section  shall  be  designed  to  make  the  require¬ 
ments  imposed  on  States  pursuant  to  this  section  the  same, 
so  far  as  practicable,  as  those  imposed  on  employers  pur¬ 
suant  to  this  title  and  subchapters  A  and  E  of  chapter  9 
of  the  Internal  Revenue  Code. 
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“ Failure  To  Make  Payments 
“(j)  In  case  any  State  does  not  make,  at  the  time  or 
times  due,  the  payments  provided  for  under  an  agreement 
pursuant  to  this  section,  there  shall  he  added,  as  part  of 
the  amounts  due,  interest  at  the  rate  of  6  per  centum  per 
annum  from  the  date  due  until  paid,  and  the  Administrator 
may,  in  his  discretion,  deduct  such  amounts  plus  interest 
from  any  amounts  certified  by  him  to  the  Secretary  of  the 
Treasury  for  payment  to  such  State  under  any  other  provision 
of  this  Act.  Amounts  so  deducted  shall  be  deemed  to  have 
been  paid  to  the  State  under  such  other  provision  of  this 
Act.  Amounts  equal  to  the  amounts  deducted  under  this 
subsection  are  hereby  appropriated  to  the  Trust  Fund. 

Instrumentalities  of  Two  or  More  States 
“( k)  The  Administrator  may,  at  the  request  of  any 
instrumentality  of  two  or  more  States,  enter  into  an  agree¬ 
ment  with  such  instrumentality  for  the  purposes  of  extend¬ 
ing  the  insurance  system  established  by  this  title  to  services 
performed  by  individuals  as  employees  of  such  instrumen¬ 
tality.  Such  agreement,  to  the  extent  practicable,  shall  be 
governed  by  the  provisions  of  this  section  applicable  in  the 
case  of  an  agreement  with  a  State. 

u Delegation  of  Functions 

“(l)  The  Administrator  is  authorized,  pursuant  to 
agreement  with  the  head  of  any  Federal  agency,  to  dele - 
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gate  any  of  his  functions  under  this  section  to  any  officer  or 
employee  of  such  agency  and  otherwise  to  utilize  the  services 
and  facilities  of  such  agency  in  carrying  out  such  functions, 
and  payment  therefor  shall  be  in  advance  or  by  way  of 
reimbursement,  as  may  be  provided  in  such  agreement .” 

PUERTO  RICO 

Sec.  107.  Title  II  of  the  Social  Security  Act  is  amended 
by  adding  after  section  218  (added  by  section  106  of  this 
Act)  the  following: 

“EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO 
“Sec.  219.  If  the  Governor  of  Puerto  Rico  certifies  to 
the  President  of  the  United  States  that  the  Legislature  of 
Puerto  Rico  has,  by  concurrent  resolution,  resolved  that  it 
desires  the  extension  to  Puerto  Rico  of  the  provisions  of 
this  title,  the  effective  date  referred  to  in  sections  210  (h) , 
210  (i),  210  (j),  211  (a)  (7),  and  211  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more  than 
ninety  days  after  the  date  on  which  the  President  receives 
such  certification .” 

RECORDS  OF  WAGES  AND  SELF-EMPLOYMENT  INCOME 

Sec.  108.  (a)  Subsection  (b)  of  section  205  of  the 
Social  Security  Act  is  amended  by  inserting  “ former  ivife 
divorced,  husband,  widower ,”  after  “widow,” . 

(b)  Subsection  (c)  of  section  205  of  the  Social 
Security  Act  is  amended  to  read  as  follows: 
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“(c)  (1)  For  the  purposes  of  this  subsection — 

“(A)  The  term  ‘year  means  a  calendar  year  when 
used  with  respect  to  wayes  and  a  taxable  year  ( as  defined 
in  section  211  (e) )  when  used  with  respect  to  self-em¬ 
ployment  income. 

“(B)  The  term  ‘time  limitation  means  a  period  of 
three  years,  two  months,  and  fifteen  days. 

“(C)  The  term  ‘ survivor  means  an  individual’s 
spouse,  former  wife  divorced,  child,  or  parent,  who 
survives  such  individual. 

“(2)  On  the  basis  of  information  obtained  by  or  sub¬ 
mitted  to  the  Administrator,  and  after  such  verification 
thereof  as  he  deems  necessary,  the  Administrator  shall  estab¬ 
lish  and  maintain  records  of  the  amounts  of  wayes  paid  to, 
and  the  amounts  of  self-employment  income  derived  by, 
each  individual  and  of  the  periods  in  which  such  wages  were 
paid  and  such  income  was  derived,  and,  upon  request,  shall 
inform  any  individual  or  his  survivor,  or  any  agent  desig¬ 
nated  by  such  individual  in  writing  of  the  amounts  of  wages 
and  self-employment  income  of  such  individual  and  the 
periods  during  which  such  wages  were  paid  and  such  income 
was  derived,  as  shown  by  such  records  at  the  time  of  such 
request. 

“(3)  The  Administrator’s  records  shall  be  evidence  for 
the  purpose  of  proceedings  before  the  Administrator  or 
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any  court  of  the  amounts  of  wages  paid  to,  and  self-employ¬ 
ment  income  derived  by,  an  individual  and  of  the  periods 
in  which  such  wages  were  paid  and  such  income  was  derived. 
The  absence  of  an  entry  in  such  records  as  to  wages  alleged 
to  have  been  paid  to,  or  as  to  self-employment  income  alleged 
to  have  been  derived  by,  an  individual  in  any  period  shall  be 
evidence  that  no  such  alleged  wages  were  paid  to,  or  that 
no  such  alleged  income  was  derived  by,  such  individual 
during  such  period. 

“( 4)  Prior  to  the  expiration  of  the  time  limitation 
following  any  year  the  Administrator  may,  if  it  is  brought 
to  his  attention  that  any  entry  of  wages  or  self-employment 
income  in  his  records  for  such  year  is  erroneous  or  that  any 
item  of  wages  or  self-employment  income  for  such  year  has 
been  omitted  from  such  records,  correct  such  entry  or  include 
such  omitted  item  in  his  records,  as  the  case  may  be.  After 
the  expiration  of  the  time  limitation  following  any  year — 

“(A)  the  Administrators  records  (with  changes, 
if  any,  made  pursuant  to  paragraph  (5) )  of  the  amounts 
of  wages  paid  to,  and  self-employment  income  derived 
by,  an  individual  during  any  period  in  such  year  shall 
be  conclusive  for  the  purposes  of  this  title; 

“(B)  the  absence  of  an  entry  in  the  Administrator's 
records  as  to  the  wages  alleged  to  have  been  paid  by 
an  employer  to  an  individual  during  any  period  in  such 
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year  shall  be  presumptive  evidence  for  the  purposes  of 
this  title  that  no  such  alleged  wages  were  paid  to  such 
individual  in  such  period;  and 

“(C)  the  absence  of  an  entry  in  the  Administra¬ 
tor  s  records  as  to  the  self-employment  income  alleged 
to  have  been  derived  by  an  individual  in  such  year  shall 
be  conclusive  for  the  purposes  of  this  title  that  no  such 
alleged  self -employment  income  was  derived  by  such  in¬ 
dividual  in  such  year  unless  it  is  shown  that  he  filed  a 
tax  return  of  his  self-employment  income  for  such  year 
before  the  expiration  of  the  time  limitation  following  such 
year,  in  which  case  the  Administrator  shall  include  in  his 
records  the  self-employment  income  of  such  individual  for 
such  year. 

“(5)  After  the  expiration  of  the  time  limitation  follow- 
ing  any  year  in  which  wages  were  paid  or  alleged  to  have 
been  paid,  to,  or  self-employment  income  was  derived  or 
alleged  to  have  been  derived  by,  an  individual,  the  Adminis¬ 
trator  may  change  or  delete  any  entry  with  respect  to  wages 
or  self-employment  income  in  his  records  of  such  year  for 
such  individual  or  include  in  his  records  of  such  year  for  such 
individual  any  omitted,  item  of  wages  or  self-employment 
income  but  only — 

“(A)  if  an  application  for  monthly  benefits  or  for 
a  lump-sum  death  payment  was  filed  within  the  time 
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limitation  following  such  year;  except  that  no  such 
change,  deletion,  or  inclusion  may  be  made  pursuant  to 
this  subparagraph  after  a  final  decision  upon  the  appli¬ 
cation  for  monthly  benefits  or  lump-sum  death  payment; 

“(B)  if  within  the  time  limitation  following  such 
year  an  individual  or  his  survivor  makes  a  request  for 
a  change  or  deletion,  or  for  an  inclusion  of  an  omitted 
item,  and  alleges  in  writing  that  the  Administrator  s 
records  of  the  wages  paid  to,  or  the  self-employment 
income  derived  by,  such  individual  in  such  year  are  in 
one  or  more  respects  erroneous;  except  that  no  such 
change,  deletion,  or  inclusion  may  be  made  pursuant  to 
this  subparagraph  after  a  final  decision  upon  such  re¬ 
quest.  Written  notice  of  the  Administrator  s  decision  on 
any  such  request  shall  be  given  to  the  individual  who 
made  the  request; 

“(C)  to  correct  errors  apparent  on  the  face  of  such 
records; 

“(D)  to  transfer  items  to  records  of  the  Railroad 
Retirement  Board  if  such  items  were  credited  under  this 
title  when  they  should  have  been  credited  under  the 
Railroad  Retirement  Act,  or  to  enter  items  transferred 
by  the  Railroad  Retirement  Board  which  have  been 
credited  under  the  Railroad  Retirement  Act  when  they 
should  have  been  credited  under  this  title; 
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“(E)  to  delete  or  reduce  the  amount  of  any  entry 
which  is  erroneous  as  a  result  of  fraud; 

“(F)  to  conform  his  records  to  tax  returns  or  por¬ 
tions  thereof  (includiny  information  returns  and  other 
written  statements)  filed  with  the  Commissioner  of 
Internal  Revenue  under  title  VIII  of  the  Social  Security 
Act,  under  subchapter  E  of  chapter  1  or  subchapter  A 
or  E  of  chapter  9  of  the  Internal  Revenue  Code,  or 
under  regulations  made  under  authority  of  such  title  or 
subchapter,  and  to  information  returns  filed  by  a  State 
pursuant  to  an  agreement  under  section  218  or  regula¬ 
tions  of  the  Administrator  thereunder ;  except  that  no 
amount  of  self-employment  income  of  an  individual  for 
any  taxable  year  (if  such  return  or  statement  was  filed 
after  the  expiration  of  the  time  limitation  following  the 
taxable  year)  shall  be  included  in  the  Administrator  s 
records  pursuant  to  this  subparagraph  in  excess  of  the 
amount  which  has  been  deleted  pursuant  to  this  sub- 
paragraph  as  payments  erroneously  included  in  such 
records  as  wages  paid  to  such  individual  in  such  taxable 
year; 

“(G)  to  correct  errors  made  in  the  allocation,  to 
individuals  or  periods,  of  wages  or  self-employment 
income  entered  in  the  records  of  the  Administrator ; 

(II)  to  include  wages  paid  during  any  period  in 
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such  year  to  an  individual  by  an  employer  if  there  is  an 
absence  of  any  entry  in  the  Administrator’ s  records  of 
wages  having  been  paid  by  such  employer  to  such  indi¬ 
vidual  in  such  period;  or 

a)  to  enter  items  which  constitute  remuneration 
for  employment  under  subsection  (o),  such  entries  to 
be  in  accordance  with  certified  reports  of  records  made 
by  the  Railroad  Retirement  Board  pursuant  to  section 
5  (k)  (3)  of  the  Bailroad  Retirement  Act  of  1937. 
“(6)  Written  notice  of  any  deletion  or  reduction  under 
paragraph  (4)  or  (5)  shall  be  given  to  the  individual  whose 
record  is  involved  or  to  his  survivor,  except  that  (A)  in 
the  case  of  a  deletion  or  reduction  with  respect  to  any  entry 
of  wages  such  notice  shall  be  given  to  such  individual  only  if 
he  has  previously  been  notified  by  the  Administrator  of  the 
amount  of  his  wages  for  the  period  involved,  and  (B )  such 
notice  shall  be  given  to  such  survivor  only  if  he  or  the  indi¬ 
vidual  whose  record  is  involved  has  previously  been  notified 
by  the  Administrator  of  the  amount  of  such  individual’s 
wages  and  self-employment  income  for  the  period  involved. 

“(7)  Upon  request  in  writing  (within  such  period,  after 
any  change  or  refusal  of  a  request  for  a  change  of  his  rec¬ 
ords  pursuant  to  this  subsection,  as  the  Administrator  may 
prescribe),  opportunity  for  hearing  with  respect  to  such 
change  or  refusal  shall  be  afforded  to  any  individual  or  his 
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survivor.  If  a  hearing  is  held  pursuant  to  this  paragraph  the 
Administrator  shall  make  findings  of  fact  and  a  decision 
based  upon  the  evidence  adduced  at  such  hearing  and  shall 
include  any  omitted  items,  or  change  or  delete  any  entry,  in 
his  records  as  may  be  required  by  such  findings  and  decision. 

“( 8)  Decisions  of  the  Administrator  under  this  subsec¬ 
tion  shall  be  reviewable  by  commencing  a  civil  aciUrn  in  the 
United  States  district  court  as  provided  in  subsection  (g).” 

(c)  Section  205  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  subsections: 

“ Crediting  of  Compensation  Under  the  Railroad  Retirement 

Act 

“( o)  If  there  is  no  person  who  would  be  entitled,  upon 
application  therefor,  to  an  annuity  under  section  5  of  the 
Railroad  Retirement  Act  of  1937,  or  to  a  lump-sum  pay¬ 
ment  under  subsection  (f)  (1)  of  such  section,  with 
respect  to  the  death  of  an  employee  (as  defined  in  such 
Act),  then,  notwithstanding  section  210  (a)  (10)  of  this 
Act,  compensation  ( as  defined  in  such  Railroad  Retirement 
Act,  but  excluding  compensation  attributable  as  having  been 
paid  during  any  month  on  account  of  military  service 
creditable  under  section  4  of  such  Act  if  wages  are  deemed 
to  have  been  paid  to  such  employee  during  such  month  under 
section  217  (a)  of  this  Act )  of  such  employee  shall  con¬ 
stitute  remuneration  for  employment  for  purposes  of  deter- 
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mining  (A)  entitlement  to  and  the  amount  of  any  lump-sum 
death  payment  under  this  title  on  the  basis  of  such  employee  s 
wages  or  self-employment  income  and  (B )  entitlement  to  and 
the  amount  of  any  monthly  benefit  under  this  title,  for  the 
month  in  which  such  employee  died  or  for  any  month  there¬ 
after,  on  the  basis  of  such  wages  or  self-employment  income. 
For  such  purposes,  compensation  (as  so  defined)  paid  in  a 
calendar  year  shall,  in  the  absence  of  evidence  to  the  contrary, 
be  presumed  to  have  been  paid  in  equal  proportions  with 
respect  to  all  months  in  the  year  in  which  the  employee 
rendered  services  for  such  compensation. 

“ Special  Buies  in  Case  of  Federal  Service 
“(p)  (1)  With  respect  to  service  included  as  employ¬ 
ment  under  section  210  which  is  performed  in  the  employ 
of  the  United  States  or  in  the  employ  of  any  instrumentality 
which  is  wholly  owned  by  the  United  States,  the  Admin¬ 
istrator  shall  not  make  determinations  as  to  ivhether  an 
individual  has  perfomned  such  service,  the  periods  of  such 
service,  the  amounts  of  remuneration  for  such  service  which 
constitute  wages  under  the  provisions  of  section  209,  or  the 
periods  in  which  or  for  which  such  wages  were  paid,  but 
shall  accept  the  determinations  with  respect  thereto  of  the 
head  of  the  appropriate  Federal  agency  or  instrumentality, 
and  of  such  agents  as  such  head  may  designate,  as  evidenced 
H.  E.  6000 - 20 
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by  returns  filed  in  accordance  with  the  'provisions  of  section 
1420  (e)  of  the  Internal  Revenue  Code  and  certifications 
made  pursuant  to  this  subsection.  Such  determinations  shall 
be  final  and  conclusive. 

“(2)  The  head  of  any  such  ayency  or  instrumentality  is 
authorized  and  directed,  upon  written  request  of  the  Admin¬ 
istrator,  to  make  certification  to  him  with  respect  to  any 
matter  determinable  for  the  Administrator  by  such  head  or 
his  agents  under  this  subsection,  which  the  Administrator 
finds  necessary  in  administering  this  title. 

“(3)  The  provisions  of  paragraphs  (1)  and  (2) 
shall  be  applicable  in  the  case  of  service  performed  by  a 
civilian  employee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Exchange 
Service,  Army  and  Air  Force  Motion  Picture  Service,  Navy 
Ship’s  Service  Stores,  Marine  Corps  Post  Exchanges,  or 
other  activities,  conducted  by  an  instrumentality  of  the 
United  States  subject  to  the  jurisdiction  of  the  Secretary  of 
Defense,  at  installations  of  the  National  Military  Establish¬ 
ment  for  the  comfort,  pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel  of  such  Establish¬ 
ment;  and  for  purposes  of  paragraphs  (1)  and  (2)  the 
Secretary  of  Defense  shall  be  deemed  to  be  the  head  of  such 
instrumentality.” 

(d)  The  amendments  made  by  subsections  (a)  and  (c) 
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of  this  section  shall  take  effect  on  the  first  day  of  the  second 
calendar  month  following  the  month  in  which  this  Act  is 
enacted.  The  amendment  made  by  subsection  (b)  of  this 
section  shall  take  effect  January  1,  1951,  except  that, 
effective  on  the  first  day  of  the  second  calendar  month  follow¬ 
ing  the  month  in  which  this  Act  is  enacted,  the  husband  or 
former  wife  divorced  of  an  individual  shall  be  treated  the 
same  as  a  parent  of  such  individual  for  purposes  of  section 
205  (c)  of  the  Social  Security  Act  as  in  effect  prior  to 
the  enactment  of  this  Act. 

MISCELLANEOUS  AMENDMENTS 
Sec.  109.  (a)  (1)  The  second  sentence  of  section  201  (a) 
of  the  Social  Security  Act  is  amended  by  striking  out  “such 
amounts  as  may  be  appropriated  to  the  Trust  Fund ”  and 
inserting  in  lieu  thereof  “such  amounts  as  may  be  appropri¬ 
ated  to,  or  deposited  in,  the  Trust  Fund' . 

(2)  Section  201  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  the  third  sentence  and  by  inserting 
in  lieu  thereof  the  following:  “There  is  hereby  appropriated 
to  the  Trust  Fund  for  the  fiscal  year  ending  June  30,  1941, 
and  for  each  fiscal  year  thereafter,  out  of  any  moneys  in  the 
Treasury  not  otherwise  appropriated,  amounts  equivalent 
to  100  per  centum  of — 

“(1)  the  taxes  (including  interest,  penalties,  and 
additions  to  the  taxes)  received  under  subchapter  A  of 
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chapter  9  of  the  Internal  Bevenue  Code  (and  covered 
into  the  Treasury)  which  are  deposited  into  the  Treasury 
by  collectors  of  internal  revenue  before  January  1, 
1951;  and 

“(2)  the  taxes  certified  each  month  by  the  Com¬ 
missioner  of  Internal  Bevenue  as  taxes  received  under 
subchapter  A  of  chapter  9  of  such  code  which  are  de¬ 
posited  into  the  Treasury  by  collectors  of  internal  reve¬ 
nue  after  December  31,  1950,  and  before  January  1, 
1953,  with  respect  to  assessments  of  such  taxes  made 
before  January  1,  1951;  and 

“(3)  the  taxes  imposed  by  subchapter  A  of  chapter 
9  of  such  code  with  respect  to  wages  ( as  defined  in  section 
1426  of  such  code )  reported  to  the  Commissioner  of 
Internal  Bevenue  pursuant  to  section  1420  (c)  of  such 
code  after  December  31,  1950,  as  determined  by  the 
Secretary  of  the  Treasury  by  applying  the  applicable 
rates  of  tax  under  such  subchapter  to  such  wages,  which 
wages  shall  be  certified  by  the  Federal  Security  Admin¬ 
istrator  on  the  basis  of  the  records  of  wages  established 
and  maintained  by  such  Administrator  in  accordance 
with  such  reports;  and 

“(4)  the  taxes  imposed  by  subchapter  E  of  chapter 
1  of  such  code  with  respect  to  self-employment  income 
(as  defined  in  section  481  of  such  code)  reported,  to 
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the  Commissioner  of  Internal  Revenue  on  tax  returns 
under  such  subchapter,  as  determined,  by  the  Secretary  of 
the  Treasury  by  applying  the  applicable  rate  of  tax  under 
such  subchapter  to  such  self-employment  income,  which 
self-employment  income  shall  be  certified  by  the  Federal 
Security  Administrator  on  the  basis  of  the  records  of 
self-employment  income  established  and,  maintained  by 
the  Administrator  in  accordance  with  such  returns. 

The  amounts  appropriated  by  clauses  (3)  and  (4)  shall  be 
transferred  from  time  to  time  from  the  general  fund  in  the 
Treasury  to  the  Trust  Fund  on  the  basis  of  estimates  by  the 
Secretary  of  the  Treasury  of  the  taxes,  referred  to  in  clauses 
(3)  and  (4),  paid  to  or  deposited  into  the  Treasury;  and 
proper  adjustments  shall  be  made  in  amounts  subsequently 
transferred  to  the  extent  prior  estimates  were  in  excess  of  or 
were  less  than  the  amounts  of  the  taxes  referred  to  in  such 
clauses .” 

(3)  Section  201  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  the  following:  u There  is  also  author¬ 
ized  to  be  appropriated  to  the  Trust  Fund  such  additional 
sums  as  may  be  required,  to  finance  the  benefits  and  payments 
provided  under  this  title.” 

(4)  Section  201  (b)  of  such  Act  is  amended  by 
striking  out  “Chairman  of  the  Social  Security  Board”  and 
inserting  in  lieu  thereof  “Federal  Security  Administrator” . 
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1  (5)  Section  201  (b)  of  such  Act  is  amended  by  adding 

2  after  the  second  sentence  thereof  the  following  new  sentence: 

3  “The  Commissioner  for  Social  Security  shall  serve  as  Secre- 

4  tary  of  the  Board  of  Trustees .” . 

5  (6)  Paragraph  (2)  of  section  201  (b)  of  such  Act 

6  is  amended  by  striking  out  “on  the  first  day  of  each  regular 

7  session  of  the  Congress ”  and  inserting  in  lieu  thereof  “not 

8  later  than  the  first  day  of  March  of  each  year”. 

9  (7)  Section  201  (b)  of  such  Act  is  amended  by  striking 

10  out  the  period  at  the  end  of  paragraph  (3)  and  inserting 

11  in  lieu  thereof  “ ;  and” ,  and  by  adding  the  following  new 

12  paragraph : 

13  “(4)  Recommend  improvements  in  administrative 

14  procedures  and  policies.” 

15  (8)  Section  201  (b)  of  such  Act  is  amended  by  adding 

16  at  the  end  thereof  the  following:  “Such  report  shall  be 

17  printed  as  a  House  document  of  the  session  of  the  Congress 

18  to  which  the  report  is  made.” 

19  (9)  Section  201  (f)  of  such  Act  is  amended  to  read  as 

20  follows: 

21  “(f)  (1)  The  Managing  Trustee  is  directed  to  pay 

22  from  the  Trust  Fund  into  the  Treasury  the  amount  esti- 

23  mated  by  him  and  the  Federal  Security  Administrator 

24  which  will  be  expended  during  a  three-month  period  by  the 

25  Federal  Security  Agency  and  the  Treasury  Department  for 
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the  administration  of  titles  II  and  VIII  of  this  Act  and 
subchapter  E  of  chapter  1  and  subchapter  A  of  chapter  9 
of  the  Internal  Revenue  Code .  Such  payments  shall  be  cov¬ 
ered  into  the  Treasury  as  repayments  to  the  account  for  re¬ 
imbursement  of  expenses  incurred  in  connection  ivith  the 
administration  of  titles  II  and  VIII  of  this  Act  and  sub¬ 
chapter  E  of  chapter  1  and  subchapter  A  of  chanter  9  of  the 
Internal  Revenue  Code. 

“(2)  Repayments  made  under  paragraph  (1)  shall  not 
be  available  for  expenditures  but  shall  be  carried  to  the 
surplus  fund  of  the  Treasury.  If  it  subsequently  appears 
that  the  estimates  under  such  paragraph  in  any  particular 
three-month  period  were  too  high  or  too  low,  appropriate 
adjustments  shall  be  made  by  the  Managing  Trustee  in 
future  payments .” 

(b)  (1)  Sections  204,  205  (other  than  subsections 
(c)  and  (l) ),  and  206  of  such  Act  are  amended  by  strik¬ 
ing  out  “Board”  wherever  appearing  therein  and  inserting 
in  lieu  thereof  “Administrator” ;  by  striking  out  “Board's” 
wherever  appearing  therein  and  insertinq  in  lieu  thereof 
“Administrator's” ;  and  by  striking  out  (where  they  refer  to 
the  Social  Security  Board)  “it”  and  “its”  and  inserting  in 
lieu  thereof  “he”,  “him”,  or  “his”,  as  the  context  may 


require. 
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(2)  Section  205  (l)  of  such  Act  is  amended  to  read  as 
follows : 

“(l)  The  Administrator  is  authorized  to  delegate  to  any 
member,  officer,  or  employee  of  the  Federal  Security  Agency 
designated  by  him  any  of  the  powers  conferred  upon  him  by 
this  section,  and  is  authorized  to  be  represented  by  his  own 
attorneys  in  any  court  in  any  case  or  proceeding  arising 
under  the  provisions  of  subsection  (e)." 

(c)  Section  20S  of  such  Act  is  amended  by  striking  out 
the  words  uthe  Federal  Insurance  Contributions  Act”  and 
inserting  in  lieu  thereof  the  following:  “ subchapter  E  of 
chapter  1  or  subchapter  A  or  E  of  chapter  9  of  the  Internal 
Revenue  Code” . 

TITLE  II— AMENDMENTS  TO  INTERNAL 
REVENUE  CODE 

RATE  OF  TAX  ON  WAGES 

Sec.  201.  (a)  Clauses  (2)  and  (3)  of  section  1400  of 
the  Internal  Revenue  Code  are  amended  to  read  as  follows: 

“(2)  With  respect  to  wages  received  during  the 
calendar  years  1950  to  1955,  both  inclusive,  the  rate 
shall  be  1A  per  centum. 

“(3)  With  respect  to  wages  received  during  the 
calendar  years  1956  to  1959,  both  inclusive,  the  rate 
shall  be  2  per  centum. 

“(4)  With  respect  to  wages  received  during  the 
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calendar  years  1960  to  1964,  both  inclusive,  the  rate 
shall  be  2 §-  per  centum. 

“(5)  With  respect  to  wages  received  during  the 
calendar  years  1965  to  1969,  both  inclusive,  the  rate 
shall  be  3  per  centum. 

“(6)  With  respect  to  wages  received  after  Decem¬ 
ber  31,  1969,  the  rate  shall  be  3 %  per  centum  .” 

(b)  Clauses  (2)  and  (3)  of  section  1410  of  the  Inter¬ 
nal  Revenue  Code  are  amended  to  read  as  follows: 

“(2)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1950  to  1955,  both  inclusive,  the  rate  shall  be 
1y  per  centum. 

“(3)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1956  to  1959,  both  inclusive,  the  rate  shall  be  2 
per  centum. 

“(4)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1960  to  1964,  both  inclusive,  the  rate  shall 
be  2\  per  centum. 

11  (5)  With  respect  to  wages  paid  during  the  calen¬ 
dar  years  1965  to  1969,  both  inclusive,  the  rate  shall  be 
3  per  centum. 

“(6)  With  respect  to  wages  paid  after  December 
31,  1969,  the  rate  shall  be  3^  per  centum." 

FEDERAL  SERVICE 

Sec.  202.  (a)  Part  II  of  subchapter. A  of  chapter  9 
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of  the  Internal  Revenue  Code  is  amended  hy  adding  after 
section  1411  the  following  new  section: 

“SEC.  1412.  INSTRUMENTALITIES  OF  THE  UNITED  STATES. 

“Notwithstanding  any  other  provision  of  law  (whether 
enacted  before  or  after  the  enactment  of  this  section)  which 
grants  to  any  instrumentality  of  the  United  States  an  exemp¬ 
tion  from  taxation,  such  instrumentality  shall  not  be  exempt 
from  the  tax  imposed  by  section  1410  unless  such  other  pro¬ 
vision  of  law  grants  a  specific  exemption,  by  reference  to 
section  1410,  from  the  tax  imposed  by  such  section 

(b)  Section  1420  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection: 

“(e)  Federal  Service. — In  the  case  of  the  taxes  im¬ 
posed  by  this  subchapter  with  respect  to  service  performed 
in  the  employ  of  the  United  States  or  in  the  employ  of  any 
instrumentality  which  is  wholly  owned  by  the  United  States, 
the  determination  whether  an  individual  has  performed  serv¬ 
ice  which  constitutes  employment  as  defined  in  section  1426, 
the  determination  of  the  amount  of  remuneration  for  such 
service  which  constitutes  wages  as  defined  in  such  section,  and 
the  return  and  payment  of  the  taxes  imposed  by  this  sub¬ 
chapter,  shall  be  made  by  the  head  of  the  Federal  agency  or 
instrumentality  having  the  control  of  such  service,  or  by  such 
agents  as  such  head  may  designate.  The  person  making  such 
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return  may,  for  convenience  of  administration,  make  pay¬ 
ments  of  the  tax  imposed  under  section  1410  with  respect  to 
such  service  without  regard  to  the  $ 3,000  limitation  in  section 
1426  (a)  (1).  The  provisions  of  this  subsection  shall  be 
refund  of  the  tax  paid  under  section  1410  on  that  part  of  the 
remuneration  not  included  in  wages  by  reason  of  section 
1426  (a)  (1).  The  provisions  of  this  subsection  shall  be 
applicable  in  the  case  of  service  performed  by  a  civilian  em¬ 
ployee,  not  compensated  from  funds  appropriated  by  the 
Congress,  in  the  Army  and  Air  Force  Exchange  Service, 
Army  and  Air  Force  Motion  Picture  Service,  Navy  Ship’s 
Service  Stores,  Marine  Corps  Post  Exchanges,  or  other  activ¬ 
ities,  conducted  by  an  instrumentality  of  the  United  States 
subject  to  the  jurisdiction  of  the  Secretary  of  Defense,  at 
installations  of  the  National  Military  Establishment  for  the 
comfort,  pleasure,  contentment,  and  mental  and  physical  im¬ 
provement  of  personnel  of  such  Establishment;  and  for  pur¬ 
poses  of  this  subsection  the  Secretary  of  Defense  shall  be 
deemed  to  be  the  head  of  such  instrumentality.” 

(c)  Section  1411  of  the  Internal  Bevenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
sentence:  uFor  the  purposes  of  this  section,  in  the  case  of 
remuneration  received  from  the  United  States  or  a  wholly 
owned  instrumentality  thereof  during  any  calendar  year 
after  the  calendar  year  1950,  each  head  of  a  Federal  agency 
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or  instrumentality  who  makes  a  return  pursuant  to  section 
1420  (e)  and  each  agent,  designated  by  the  head  of  a  Federal 
agency  or  instrumentality,  who  makes  a  return  pursuant 
to  such  section  shall  be  deemed  a  separate  employer:' . 

(d)  The  amendments  made  by  this  section  shall  be 
applicable  only  with  respect  to  remuneration  paid  after  1950. 

DEFINITION  OF  WAGES 

Sec.  203.  (a)  Section  1426  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 

“(a)  Wages. — The  term  ‘wages  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu¬ 
neration  paid  in  any  medium  other  than  cash;  except  that 
such  term  shall  include — 

“(1)  That  part  of  the  remuneration  which,  after 
remuneration  (other  than  remuneration  referred  to  in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$3,000  with  respect  to  employment  has  been  paid  to  an 
individual  by  an  employer  during  any  calendar  year, 
is  paid,  to  such  individual  by  such  employer  during  such 
calendar  year.  Jf  an  employer  (hereinafter  referred  to 
as  successor  employer)  during  any  calendar  year  ac¬ 
quires  substantially  all  the  property  used  in  a  trade  or 
business  of  another  employer  (hereinafter  referred  to  as 
a  predecessor),  or  used  in  a  separate  unit  of  a :  trade  or 
business  of  a  predecessor,  and  immediately  after  the 
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acquisition  employs  in  his  trade  or  business  an  individual 
who  immediately  prior  to  the  acquisition  was  employed 
in  the  trade  or  business  of  such  predecessor ,  then,  for  the 
purpose  of  determining  whether  the  successor  employer 
has  paid  remuneration  ( other  than  remuneration  referred 
to  in  the  succeeding  paragraphs  of  this  subsection)  with 
respect  to  employment  equal  to  $ 3,000  to  such  individual 
during  such  calendar  year,  any  remuneration  (other 
than  remuneration  referred  to  in  the  succeeding  para¬ 
graphs  of  this  subsection)  with  respect  to  employment 
paid  (or  considered  under  this  paragraph  as  having 
been  paid)  to  such  individual  by  such  predecessor  dur¬ 
ing  such  calendar  year  and  prior  to  such  acquisition 
shall  be  considered  as  having  been  paid  by  such  successor 
employer; 

“(2)  The  amount  of  any  payment  (including  any 
amount  paid  by  an  employer  for  insurance  or  annuities, 
or  into  a  fund,  to  provide  for  any  such  payment )  made 
to,  or  on  behalf  of,  an  employee  or  any  of  his  depend¬ 
ents  under  a  plan  or  system  established  by  an  employer 
which  makes  provision  for  his  employees  generally  (or 
for  his  employees  generally  and  their  dependents )  or 
for  a  class  or  classes  of  his  employees  (or  for  a  class 
or  classes  of  hw  employees  and  their  dependents),  on 
account  of  (A)  retirement,  or  (B)  sickness  or  accident 
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disability,  or  (C )  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability,  or  (D) 
death; 

“(3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“(4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses 
in  connection  ivith  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
the  expiration  of  six  calendar  months  following  the  last 
calendar  month  in  which  the  employee  worked  for  such 
employer; 

“(5)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  or  his  beneficiary  (A)  from  or  to  a  trust 
exempt  from  tax  under  section  165  (a)  at  the  time  of 
such  payment  unless  such  payment  is  made  to  an 
employee  of  the  trust  as  remuneration  for  services  ren¬ 
dered  as  such  employee  and  not  as  a  beneficiary  of  the 
trust,  or  (B)  under  or  to  an  annuity  plan  which,  at  the 
time  of  such  payment,  meets  the  requirements  of  section 
165  (a)  (3),  (4),  (5),  and  (6); 

“(6)  The  payment  by  an  employer  (without  deduc¬ 
tion  from  the  remuneration  of  the  employee )  (A)  of 
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the  tax  imposed  upon  an  employee  under  section  1400 , 
or  (B)  of  any  payment  required  from  an  employee 
under  a  State  unemployment  compensation  law ; 

“(7)  Remuneration  paid  in  any  medium  other  than 
cash  to  an  employee  for  service  not  in  the  course  of  the 
employer  s  trade  or  business  or  for  domestic  service  in 
a  private  home  of  the  employer; 

“(8)  Remuneration  paid  in  any  medium  other  than 
cash  for  agricultural  labor;  or 

“(9)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  the  age  of  sixty-five,  if  he  did  not  work  for 
the  employer  in  the  period  for  which  such  payment 
is  made.” 

(b)  Section  1401  (d)  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
paragraph : 

“(3)  Special  rules  in  the  case  of  federal 

AND  STATE  EMPLOYEES. — 

“(A)  Federal  Employees. — In  the  case  of  re¬ 
muneration  received  from  the  United  States  or  a 
wholly  owned  instrumentality  thereof  during  any 
calendar  year  after  the  calendar  year  1950,  each 
head  of  a  Federal  agency  or  instrumentality  who 
makes  a  return  pursuant  to  section  1420  (e)  and 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


320 


each  agent ,  designated  by  the  head  of  a  Federal 
agency  or  instrumentality,  who  makes  a  return  pur¬ 
suant  to  such  section  shall,  for  the  purposes  of 
subsection  (c)  and  paragraph  (2)  of  this  subsection, 
be  deemed  a  separate  employer;  and  the  term  ‘wages' 
includes,  for  the  purposes  of  paragraph  (2)  of  this 
subsection,  the  amount,  not  to  exceed  $3,000,  deter¬ 
mined  by  each  such  head  or  agent  as  constituting 
wages  paid  to  an  employee. 

“(B)  State  Employees. — For  the  purposes  of 
paragraph  (2)  of  this  subsection,  in  the  case  of 
remuneration  received  during  any  calendar  year 
after  the  calendar  year  1950,  the  term  ‘ wages'  in¬ 
cludes  remuneration  for  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act;  the  term  ‘employer  includes 
a  State  or  any  political  subdivision  thereof,  or  any 
instrumentality  of  any  one  or  more  of  the  foregoing; 
the  term  ‘tax'  or  ‘tax  imposed  by  section  1400’ 
includes,  in  the  case  of  services  covered  by  an 
agreement  made  pursuant  to  section  218  of  the 
Social  Security  Act,  an  amount  equivalent  to  the 
tax  which  would  be  imposed  by  section  1400  (a), 
if  such  services  constituted  employment  as  defined 
in  section  1426;  and  the  provisions  of  paragraph 
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(2)  of  this  subsection  shall  apply  whether  or  not 
any  amount  deducted  from  the  employee’s  remuner¬ 
ation  as  a  result  of  an  agreement  made  pursuant  to 
section  218  of  the  Social  Security  Act  has  been  paid 
to  the  Secretary  of  the  Treasury.” 

(c)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  applicable  only  ivith  respect  to  remuneration 
paid  after  1950.  In  the  case  of  remuneration  paid  prior  to 
1951,  the  determination  under  section  1426  (a)  (1)  of  the 
Internal  Revenue  Code  (prior  to  its  amendment  by  this  Act) 
of  whether  or  not  such  remuneration  constituted  wages  shall 
be  made  as  if  subsection  (a)  of  this  section  had  not  been 
enacted  and  without  inferences  draivn  from  the  fact  that  the 
amendment  made  by  subsection  (a)  is  not  made  applicable 
to  periods  prior  to  1951. 

DEFINITION  OF  EMPLOYMENT 

Sec.  204.  (a)  Effective  January  1,  1951,  section  1426 
(b)  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows: 

“(b)  Employment. — The  term  ‘ employment ’  means  any 
service  performed  after  1936  and  prior  to  1951  which  was 
employment  for  the  purposes  of  this  subchapter  under  the 
law  applicable  to  the  period  in  which  such  service  was  per¬ 
formed,  and  any  service,  of  whatever  nature,  performed  after 
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1950  either  (A)  by  an  employee  for  the  person  employing 
him,  irrespective  of  the  citizenship  or  residence  of  either,  (i) 
within  the  United  States,  or  (ii)  on  or  in  connection  with  an 
American  vessel  or  American  aircraft  under  a  contract  of 
service  which  is  entered  into  within  the  United  States  or  dur¬ 
ing  the  performance  of  which  and  while  the  employee  is  em¬ 
ployed  on  the  vessel  or  aircraft  it  touches  at  a  port  in  the 
United  States,  if  the  employee  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States,  or  (B)  outside  the  United  States  by  a  citizen  of  the 
United  States  as  an  employee  for  an  American  employer  ( as 
defined  in  subsectiori  ( i )  of  this  section) ;  except  that,  in  the 
case  of  service  performed  after  1950,  such  terms  shall  not 
include — 

“(1)  (A)  Agricultural  labor  (as  defined  in  sub¬ 
section  (h)  of  this  section)  performed  in  any  calendar 
quarter  by  an  employee,  unless  the  cash  remuneration 
paid  for  such  labor  is  $50  or  more  and  such  labor  is 
performed  for  an  employer  by  an  individual  who  is 
regularly  employed  by  such  employer  to  perform  such 
agricultural  labor.  For  the  purposes  of  this  paragraph, 
an  individual  shall  be  deemed  to  be  regularly  employed 
by  an  employer  during  a  calendar  quarter  only  if  (i) 
on  each  of  some  sixty  days  during  such  quarter  such 
individual  performs  agricultural  labor  for  such  employer 
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for  some  portion  of  the  day,  or  (ii)  such  individual  was 
regularly  employed  ( as  determined  under  clause  (i) )  by 
such  employer  in  the  performance  of  such  labor  during 
the  preceding  calendar  quarter; 

“(B)  Service  performed  in  connection  with,  the  pro¬ 
duction  or  harvesting  of  any  commodity  defined  as  an 
agricultural  commodity  in  section  15  (g)  of  the  Agri¬ 
cultural  Marketing  Act,  as  amended,  or  in  connection 
with  the  ginning  of  cotton; 

“(2)  Domestic  service  performed  in  a  local  college 
club,  or  local  chapter  of  a  college  fraternity  or  sorority, 
by  a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  a  school,  college,  or  university; 

“(3)  Service  not  in  the  course  of  the  employers 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $50  or  more  and  such  service  is  performed  by 
an  individual  who  is  regularly  employed  by  such  employer 
to  perform  such  service.  For  the  purposes  of  this  para¬ 
graph,  an  individual  shall  be  deemed  to  be  regularly 
employed  by  an  employer  during  a  calendar  quarter  only 
if  (A )  on  each  of  some  twenty-four  days  during  such 
quarter  such  individual  performs  for  such  employer  for 
some  portion  of  the  day  service  not  in  the  course  of  the 
employer  s  trade  or  business,  or  (B)  such  individual  was 
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regularly  employed  ( as  determined  under  clause  (A)) 
by  such  employer  in  the  performance  of  such  service 
during  the  preceding  calendar  quarter.  As  used  in  this 
paragraph,  the  term  ‘service  not  in  the  course  of  the 
employer  s  trade  or  business'  includes  domestic  service 
in  a  private  home  of  the  employer; 

“(4)  Service  performed  by  an  individual  in  the 
employ  of  his  son,  daughter,  or  spouse,  and  service 
performed  by  a  child  under  the  age  of  twenty-one  in 
the  employ  of  his  father  or  mother; 

“(5)  Service  performed  by  an  individual  on  or  in 
connection  with  a  vessel  not  an  American  vessel,  or 
on  or  in  connection  with  an  aircraft  not  an  American 
aircraft,  if  the  individual  is  employed  on  and  in  connec¬ 
tion  with  such  vessel  or  aircraft  when  outside  the  United 
States; 

“(6)  Service  performed  in  the  employ  of  any  in¬ 
strumentality  of  the  United  States,  if  such  instrumen¬ 
tality  is  exempt  from  the  tax  imposed  by  section  1410 
by  virtue  of  any  provision  of  law  which  specifically 
refers  to  such  section  in  granting  such  exemption; 

“( 7)  (A)  Service  performed  in  the  employ  of  the 
United  States,  if  such  service  is  covered  by  a  retirement 
system  established  by  a  law  of  the  United  States  or  by 
the  agency  for  which  such  service  is  performed; 
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“(B)  Service  performed  in  the  employ  of  any  instru¬ 
mentality  of  the  United  States,  if  such  service  is  covered 
by  a  retirement  system  established  by  a  law  of  the  United 
States; 

“(C)  Service  performed  in  the  employ  of  an  instru¬ 
mentality  of  the  United  States  which  is  either  wholly 
owned  or  which,  but  for  the  provisions  of  section  1412, 
would  be  exempt  from  the  tax  imposed  by  section  1410 
and  was  exempt  from  the  tax  imposed  by  section  1410 
on  December  31,  1950,  except  that  the  provisions  of 
this  subparagraph  shall  not  be  applicable  to — 

“(i)  service  performed  in  the  employ  of  a  na¬ 
tional  farm  loan  association,  a  production  credit 
association,  a  State,  county,  or  community  committee 
under  the  Production  and  Marketing  Administration, 
a  Federal  credit  union,  the  Bonneville  Power  Ad¬ 
ministrator,  or  the  United  States  Maritime  Commis¬ 
sion;  or 

“  (ii)  service  performed  in  the  employ  of  the 
Tennessee  Valley  Authority  unless  such  service  is 
covered  by  a  retirement  system  established  by  such 
authority;  or 

11  ( Hi)  service  performed  by  a  civilian  em¬ 
ployee,  not  compensated  from  funds  appropriated 
by  the  Congress,  in  the  Army  and  Air  Force  Ex- 
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change  Service ,  Army  and  Air  Force  Motion  Pic¬ 
ture  Service,  Navy  Ships  Service  Stores,  Marine 
Corps  Post  Exchanges,  or  other  activities,  conducted 
by  an  instrumentality  of  the  United  States  subject 
to  the  jurisdiction  of  the  Secretary  of  Defense,  at 
installations  of  the  National  Military  Establishment 
for  the  comfort,  pleasure,  contentment,  and  mental 
and  physical  improvement  of  personnel  of  such 
Establishment; 

“(D)  Service  performed*  in  the  employ  of  the 
United  States  or  in  the  employ  of  any  instrumentality 
of  the  United  States,  if  such  service  is  performed — 

“(i)  as  the  President  or  Vice  President  of  the 
United  States  or  as  a  Member,  Delegate,  or  Resi¬ 
dent  Commissioner,  of  or  to  the  Congress; 

“(ii)  in  the  legislative  branch; 

“(Hi)  in  the  field,  service  of  the  Post  Office 
Department  unless  performed  by  any  individual  as 
an  employee  who  is  excluded  by  Executive  order 
from  the  operation  of  the  Civil  Service  Retirement 
Act  of  1930  because  he  is  serving  under  a  tempo¬ 
rary  appointment  pending  final  determination  of 
eligibility  for  permanent  or  indefinite  appointment; 

“( iv)  in  or  under  the  Bureau  of  the  Census 
of  the  Department  of  Commerce  by  temporary  em- 
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ployees  employed  for  the  taking  of  any  census; 

“(v)  by  any  individual  as  an  employee  who 
is  excluded  by  Executive  order  from  the  operation 
of  the  Civil  Service  Retirement  Act  of  1930  because 
he  is  paid  on  a  contract  or  fee  basis; 

“(vi)  by  any  individual  as  an  employee  re¬ 
ceiving  nominal  compensation  of  $12  or  less  per 
annum; 

“(vii)  in  a  hospital ,  home,  or  other  institution 
of  the  United  States  by  a  patient  or  inmate  thereof; 

“(viii)  by  any  individual  as  a  consular  agent 
appointed  under  authority  of  section  551  of  the 
Foreign  Service  Act  of  1946  (22  U.  S.  C.,  sec. 
951); 

“  (ix)  by  any  individual  as  an  employee  in¬ 
cluded  under  section  2  of  the  Act  of  August  4,  1947 
(relating  to  certain  interns,  student  nurses,  and  other 
student  employees  of  hospitals  of  the  Federal  Gov¬ 
ernment;  5  U.  S.  C.,  sec.  1052) ; 

“(x)  by  any  individual  as  an  employee  serving 
on  a  temporary  basis  in  case  of  fire,  storm,  earth¬ 
quake,  flood,  or  other  emergency; 

“( xi)  by  any  individual  as  an  employee  who  is 
employed  under  a  Federal  relief  program  to  relieve 
him  from  unemployment;  or 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


328 


“(xii)  as  a  member  of  a  State,  county,  or  com¬ 
munity  committee  under  the  Production  and  Market¬ 
ing  Administration  or  of  any  other  board,  council, 
committee,  or  other  similar  body,  unless  such  board, 
council,  committee,  or  other  body  is  composed  ex¬ 
clusively  of  individuals  otherwise  in  the  full-time 
employ  of  the  United  States; 

“(8)  Service  performed  in  the  employ  of  a  State, 
or  any  political  subdivision  thereof,  or  any  instrumen¬ 
tality  of  any  one  or  more  of  the  foregoing  which  is  wholly 
owned  by  one  or  more  States  or  political  subdivisions; 
arid  any  service  performed  in  the  employ  of  any  instru¬ 
mentality  of  one  or  more  States  or  political  subdivisions 
to  the  extent  that  the  instrumentality  is,  with  respect  to 
such  service,  immune  under  the  Constitution  of  the 
United  States  from  the  tax  imposed  by  section  1410; 

“(9)  (A)  Services  performed  by  a  duly  ordained, 
commissioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order; 
“(B)  Service  in  the  employ  of — 

“(i)  a  corporation,  fund,  or  foundation  which 
is  exempt  from  income  tax  under  section  101  (6) 
and  is  organized  and  operated  primarily  for  re¬ 
ligious  purposes;  or 
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“( ii)  a  corporation,  fund,  or  foundation  which 
is  exempt  from  income  tax  under  section  101  (6) 
and  is  owned  and  operated  by  one  or  more  corpora¬ 
tions,  funds,  or  foundations  included  under  clause 
(i)  of  this  subparagraph; 

unless  such  service  is  performed  on  or  after  the  first  day 

of  the  calendar  quarter  following  the  calendar  quarter  in 

» 

which  such  corporation,  fund,  or  foundation  files 
(whether  filed  on,  before,  or  after  January  1,  1951) 
with  the  Commissioner  a  statement  that  it  desires  to  have 
the  insurance  system  established  by  title  II  of  the  Social 
Security  Act  extended  to  services  performed  by  its 
employees; 

“(10)  Service  performed  by  an  individual  as  an 
employee  or  employee  represe?itative  as  defined  in 
section  1532; 

“(11)  (A)  Service  performed  in  any  calendar 
quarter  in  the  employ  of  any  organization  exempt  from 
income  tax  under  section  101,  if  the  remuneration  for 
such  service  is  less  than  $50; 

“(B)  Service  performed  in  the  employ  of  a  school, 
college,  or  university  if  such  service  is  performed  by 
a  student  who  is  enrolled  and  is  regularly  attending 
classes  at  such  school,  college,  or  university ; 

“(12)  Service  performed  ifi  the  employ  of  a  for- 
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eign  government  ( including  service  as  a  consular  or  other 
officer  or  employee  or  a  nondiplomatic  representative) ; 

“(13)  Service  performed  in  the  employ  of  an  in¬ 
strumentality  wholly  owned  by  a  foreign  government — 
“(A)  If  the  service  is  of  a  character  similar 
to  that  performed  in  foreign  countries  by  employees 

of  the  United  States  Government  or  of  an  instru - 

$ 

mentality  thereof;  and 

“(B)  If  the  Secretary  of  State  shall  certify  to 
the  Secretary  of  the  Treasury  that  the  foreign  gov¬ 
ernment, ,  with  respect  to  whose  instrumentality  and 
employees  thereof  exemption  is  claimed,  grants  ah 
equivalent  exemption  with  respect  to  similar  service 
performed  in  the  foreign  country  by  employees  of 
the  United  States  Government  and  of  instrumen¬ 
talities  thereof; 

“(14)  Service  performed  as  a  student  nurse  in  the 
employ  of  a  hospital  or  a  nurses'  training  school  by  an 
individual  who  is  enrolled  and  is  regularly  attending 
classes  in  a  nurses'  training  school  chartered  or  approved 
pursuant  to  State  law;  and  service  performed  as  an 
interne  in  the  employ  of  a  hospital  by  an  individual  who 
has  completed  a  four  years'  course  in  a  medical  school 
chartered  or  approved  pursuant  to  State  law; 

“(15)  Service  performed  by  an  individual  in  (or 
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as  an  officer  or  member  of  the  crew  of  a  vessel  while 
it  is  engaged  in)  the  catching,  taking,  harvesting,  cul¬ 
tivating  or  farming  of  any  kind  of  fish,  shellfish,  Crus¬ 
tacea,  sponges,  seaweeds,  or  other  aquatic  forms  of 
animal  and  vegetable  life  (including  service  performed 
by  any  such  individual  as  an  ordinary  incident  to  any 
such  activity),  except  (A)  service  performed  in  con¬ 
nection  with  the  catching  or  taking  of  salmon  or  halibut, 
for  commercial  purposes,  and  (B)  service  performed 
on  or  in  connection  with  a  vessel  of  more  than  ten  net 
tons  ( determined  in  the  manner  provided  for  deter¬ 
mining  the  register  tonnage  of  merchant  vessels  wider 
the  laws  of  the  United  States)  ; 

“(16)  (A)  Service  performed  by  an  individual 
under  the  age  of  eighteen  in  the  delivery  or  distribution 
of  newspapers  or  shopping  news,  not  including  delivery 
or  distribution  to  any  point  for  subsequent  delivery  or 
distribution; 

“(B)  Service  performed  by  an  individual  in,  and 
at  the  time  of,  the  sale  of  newspapers  or  magazines  to 
ultimate  consumers,  under  an  arrangement  under  which 
the  newspapers  or  magazines  are  to  be  sold  by  him 
at  a  fixed  price,  his  compensation  being  based  on  the 
retention  of  the  excess  of  such  price  over  the  amount 
at  which  the  newspapers  or  magazines  are  charged  to 
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him,  whether  or  not  he  is  guaranteed  a  minimum 
amount  of  compensation  for  such  service,  or  is  entitled 
to  he  credited  with  the  unsold  newspapers  or  magazines 
turned  hack;  or 

“(17)  Service  performed  in  the  employ  of  an 
international  organization. 

(h)  Effective  January  1,  1951,  section  1426  (e)  of 
the  Internal  Revenue  Code  is  amended  to  read  as  follows : 
“(e)  State,  Etc  — 

“( 1)  The  term  1 State ’  includes  Alaska,  Hawaii, 
the  District  of  Columbia,  and  the  Virgin  Islands;  and  on 
and  after  the  effective  date  specified  in  section  3810 
such  term  includes  Puerto  Rico. 

“(2)  United  States. — The  term  ‘ United  States’ 
when  used  in  a  geographical  sense  includes  the  Virgin 
Islands;  and  on  and  after  the  effective  date  specified  in 
section  3810  such  term  includes  Puerto  Rico. 

“(3)  Citizen. — An  individual  who  is  a  citizen  of 
Puerto  Rico  ( but  not  otherwise  a  citizen  of  the  United 
States)  and  who  is  not  a  resident  of  the  United  States 
shall  not  he  considered,  for  the  purposes  of  this  section, 
as  a  citizen  of  the  United  States  prior  to  the  effective 
date  specified  in  section  3810.” 

(c)  Section  1426  (g)  of  the  Internal  Revenue  Code 
is  amended  hy  striking  out  “(g)  American  Vessel. — ”  and 
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inserting  in  lieu  thereof  “(g)  American  Vessel  and  Air¬ 
craft. — ”,  and  by  striking  out  the  period  at  the  end  of  such 
subsection  and  inserting  in  lieu  thereof  the  following:  “ ;  and 
the  term  ‘American  aircraft'  means  an  aircraft  registered 
under  the  laws  of  the  United  States.” 

(d)  Section  1426  (h)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(h)  Agricultural  Labor. — The  term  ‘ agricultural 
labor  includes  all  service  performed — 

“( 1)  On  a  farm,  in  the  employ  of  any  person,  in 
connection  with  cultivating  the  soil,  or  in  connection 
with  raising  or  harvesting  any  agricultural  or  horticul¬ 
tural  commodity,  including  the  raising,  shearing,  feeding, 
caring  for,  training,  and  management  of  livestock,  bees, 
poultry,  and  fur-bearing  animals  and  wildlife. 

“(2)  In  the  employ  of  the  owner  or  tenant  or  other 
operator  of  a  farm,  in  connection  with  the  operation, 
management,  conservation,  improvement,  or  mainte¬ 
nance  of  such  farm  and  its  tools  and  equipment,  or  in 
salvaging  timber  or  clearing  land  of  brush  and  other 
debris  left  by  a  hurricane,  if  the  major  part  of  such 
service  is  performed  on  a  farm. 

“(3)  In  connection  with  the  production  or  harvest¬ 
ing  of  any  commodity  defined  as  an  agricultural  com¬ 
modity  in  section  15  (g)  of  the  Agricultural  Marketing 
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Act,  as  amended,  or  in  connection  with  the  ginning  of 
cotton,  or  in  connection  with,  the  operation  or  mainte¬ 
nance  of  ditches,  canals,  reservoir's,  or  water  wags,  not 
owned  or  operated  for  profit,  used  exclusively  for  supply¬ 
ing  and  storing  water  for  farming  purposes. 

“(4)  (A)  In  the  employ  of  the  operator  of  a  farm 
in  handling,  planting,  drying,  packing,  packaging, 
processing,  freezing,  grading,  storing,  or  delivering  to 
storage  or  to  market  or  to  a  carrier  for  transportation 
to  market,  in  its  unmanufactured  state,  any  agricultural 
or  horticultural  commodity;  but  only  if  such  operator 
produced  more  than  one-half  of  the  commodity  with 
respect  to  which  such  service  is  performed. 

“(B)  In  the  employ  of  a  group  of  operators  of 
farms  (other  than  a  cooperative  organization)  in  the 
performance  of  service  described  in  subparagraph  (A), 
but  only  if  such  operators  produced  all  of  the  com¬ 
modity  with  respect  to  which  such  service  is  performed. 
For  the  purposes  of  this  subparagraph,  any  unincor¬ 
porated  group  of  operators  shall  be  deemed  a  coopera¬ 
tive  organization  if  the  number  of  operators  comprising 
such  group  is  more  than  twenty  at  any  time  during 
the  calendar  quarter  in  which  such  service  is  performed. 

“(C)  The  provisions  of  subparagraphs  (A)  and 
(B )  shall  not  be  deemed  to  be  applicable  with  respect 
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to  service  performed  in  connection  with  commercial 
canning  or  commercial  freezing  or  in  connection  with 
any  agricultural  or  horticultural  commodity  after  its 
delivery  to  a  terminal  market  for  distribution  for 
consumption. 

“(5)  On  a  farm  operated  for  profit  if  such  service 
is  not  in  the  course  of  the  employer  s  trade  or  business 
or  is  domestic  service  in  a  private  home  of  the  employer. 
As  used  in  this  section,  the  term  ‘farm’  includes  stock, 
dairy,  poultry,  fruit,  fur-bearing  animal,  and  truck  farms, 
plantations,  ranches,  nurseries,  ranges,  greenhouses  or  other 
similar  structures  used  primarily  for  the  raising  of  agri¬ 
cultural  or  horticultural  commodities,  and  orchards.” 

(e)  Section  1426  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  subsections  (i)  and  (j)  and  insert¬ 
ing  in  lieu  thereof  the  following: 

.  “(i)  American  Employer. — The  term  ‘ American 
employer’  means  an  employer  which  is  (1)  the  United 
States  or  any  instrumentality  thereof,  (2)  an  individual 
who  is  a  resident  of  the  United  States,  (3)  a  partnership, 
if  two-thirds  or  more  of  the  partners  are  residents  of  the 
United  States,  (4)  a  trust,  if  all  of  the  trustees  are  residents 
of  the  United  States,  or  (5)  a  corporation  organized  under 
the  laws  of  the  United  States  or  of  any  State.” 

(f)  Sections  1426  (c)  and  1428  of  the  Internal  Revenue 
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Code  are  each  amended  by  striking  out  “ paragraph  (9)” 
and  inserting  in  lieu  thereof  “ paragraph  (10)”. 

(g)  The  amendments  made  by  subsections  (c),  (d), 
( e ),  and  (f)  of  this  section  shall  be  applicable  only  with 
respect  to  services  performed  after  1950. 

DEFINITION  OF  EMPLOYEE 

Sec.  205.  (a)  Section  1426  (d)  of  the  Internal  Reve¬ 
nue  Code  is  hereby  amended  to  read  as  follows: 

“(d)  Employee. — The  term  1 employee ’  means — 

"(i)  any  officer  of  a  corporation ;  or 
“(2)  any  individual  who,  under  the  usual  common 
law  rules  applicable  in  determining  the  employer- 
employee  relationship,  has  the  status  of  an  employee;  or 
“(3)  any  individual  (other  than  an  individual  who 
is  an  employee  under  paragraph  (1)  or  (2)  of  this 
subsection)  who  performs  services  for  remuneration  for 
any  person — 

“(A)  as  an  agent-driver  or  commission-driver 
engaged  in  distributing  meat  products,  bakery  prod¬ 
ucts,  or  laundry  or  dry-cleaning  services;  or 
“(B)  as  a  full-time  life  insurance  salesman; 
if  the  contract  of  seiwice  contemplates  that  substantially 
all  of  such  services  are  to  be  performed  personally  by 
such  individual;  except  that  an  individual  shall  not  be 
included  in  the  term  1 employee  under  the  provisions 
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of  this  paragraph  if  such  individual  has  a  substantial 
investment  in  facilities  used  in  connection  with  the  per¬ 
formance  of  such  services  (other  than  in  facilities  for 
transportation) ,  or  if  the  services  are  in  the  nature  of 
a  single  transaction  not  part  of  a  continuing  relationship 
with  the  person  for  whom  the  services  are  performed .” 
(b)  The  amendment  made  by  this  section  shall  be  ap¬ 
plicable  only  with  respect  to  services  performed  after 
1950. 

COMBINED  WITHHOLDING  OF  INCOME  AND  EMPLOYEE 

SOCIAL  SECURITY  TAXES 

Sec.  206.  (a)  Section  1400  of  the  Internal  Revenue 
Code  is  amended  by  inserting  before  “In  addition  to  other 
taxes”  the  following: 

“(a)  In  General. — ” 

and  by  adding  at  the  end  of  such  section  the  following  new 
subsection: 

“(b)  Wages  Subject  to  Combined  Withholding 
of  Income  and  Employee  Social  Security  Taxes. — 
If  wages  as  defined  in  section  1633  ( relating  to  combined 
withholding  of  income  and  employee  social  security  taxes) 
are  received  by  an  individual,  there  shall  be  levied,  collected, 
and  paid  upon  the  income  of  such  individual,  in  lieu  of  the 
tax  determined  under  subsection  (a)  with  respect  to  such 
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wages,  the  tax  which  under  section  1633  (d)  (1)  is  con¬ 
sidered  as  imposed  by  this  subsection 

(b)  Section  1401  (a)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(a)  Requirement. — The  tax  imposed  by  section  1400 
(a)  shall  be  collected  by  the  employer  of  the  taxpayer,  by 
deducting  the  amount  of  the  tax  f  rom  the  wages  as  and  when 
paid.  The  tax  imposed  by  section  1400  (b)  shall  be  col¬ 
lected  by  the  employer  of  the  taxpayer  in  the  manner  pre¬ 
scribed  by  section  1633  (relating  to  combined  withholding  of 
income  and  employee  social  security  taxes) 

(c)  Section  1622  (a)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(a)  Requirement  of  Withholding. — 

“(1)  In  general. — Every  employer  making  pay¬ 
ment  of  wages  shall  deduct  and  withhold  upon  such  wages 
a  tax  equal  to  15  per  centum  of  the  amount  by  which 
the  wages  exceed  the  number  of  withholding  exemptions 
claimed  multiplied  by  the  amount  of  one  such  exemption 
as  shown  in  subsection  (b)  (1). 

“(2)  Wages  subject  to  combined  withhold¬ 
ing  OF  INCOME  AND  EMPLOYEE  SOCIAL  SECURITY 
taxes. — The  provisions  of  paragraph  (1)  of  this  sub¬ 
section  and  of  subsection  (c)  (1)  of  this  section  shall  not 
apply  with  respect  to  any  payment  of  wages  as  defined 
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in  section  1633  (relating  to  combined  withholding  of 
income  and  employee  social  security  taxes).  Every  em¬ 
ployer  making  payment  of  such  wages  shall  deduct  and 
withhold  upon  such  wages,  in  the  manner  prescribed  by 
section  1633,  the  tax  which  under  section  1633  (d)  (1) 
is  considered  as  imposed  by  this  paragraph  ” 

(d)  Subchapter  E  of  chapter  9  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  sections: 

“SEC.  1633.  COMBINED  WITHHOLDING  OF  INCOME  AND  EM¬ 
PLOYEE  SOCIAL  SECURITY  TAXES. 

“(a)  Definition  of  Wages  Subject  to  Combined 
Withholding. — As  used  in  this  section,  the  term  1 wages’ 
means  a  payment  of  remuneration  by  a  person  to  an  indi¬ 
vidual  if  the  person  making  such  payment  is  the  employer 
of  such  individual  within  the  meaning  of  subchapters  A  and 
D  of  this  chapter  or  is  authorized  under  section  1632  to  de¬ 
duct  and  withhold  the  tax  under  this  section  with  respect  to 
such  payment,  and  if  all  of  such  payment  is  both — 

“(1)  wages  as  defined  in  section  1621  (a)  (relat¬ 
ing  to  wages  subject  to  income  tax  withholding),  and 
“( 2)  wages  as  defined  in  section  1426  (a)  (relat¬ 
ing  to  wages  subject  to  employee  social  security  tax), 
determined  without  regard  to  paragraph  (1)  of  section 
1426  (a)  ( relating  to  the  $3,000  limitation  on  remunera- 
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tion)  and  without  regard  to  paragraph  (2)  (B),  (C), 
and  (D)  and  paragraph  (4)  of  section  1426  (a)  (relat¬ 
ing  to  sickness ,  accident  disability,  medical  and  hospital¬ 
ization,  and  death  payments) . 

“(b)  Percentage  Withholding. — Every  employer 
making  a  payment  of  wages  to  an  employee  shall  deduct  and 
withhold  from  such  wages  a  tax  equal  to  the  sum  of  the 
following: 

“( i)  14;  per  centum  of  the  wages,  and 

“(2)  15  per  centum  of  the  wages  in  excess  of  an 
amount  equal  to  one  withholding  exemption  as  deter¬ 
mined  under  section  1622  (b)  multiplied  by  the  number 
of  withholding  exemptions  claimed  (as  defined  in  section 
1621  (e)). 

“(c)  Wage  Bracket  Withholding. — At  the  elec¬ 
tion  of  the  employer  with  respect  to  any  payment  of  wages 
to  an  employee,  the  employer  shall  deduct  and  withhold  from 
the  wages  paid  to  such  employee  a  tax  determined  in  accord¬ 
ance  with  tables  prescribed  by  the  Commissioner  pursuant 
to  section  1634,  which  shall  be  in  lieu  of  the  tax  required 
to  be  deducted  and  withheld  under  subsection  (b)  of  this 
section. 

“(d)  Apportionment  of  Tax.— 

“(1)  Tax  REQUIRED  TO  BE  DEDUCTED  AND 
withheld. — The  tax  required  to  be  deducted  and  with- 
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held  under  this  section  during  any  calendar  year  shall 
he  considered  the  tax  required  to  he  deducted  and  with¬ 
held  under  section  1622  (a)  (2)  to  the  extent  such  tax 
under  this  section  exceeds  lk  per  centum  of  the  wages 
paid  hy  the  employer  to  the  employee  during  such  calen¬ 
dar  year.  The  balance  of  such  tax  under  this  section 
shall  he  considered  the  tax  imposed  hy  section  1400  (h). 
For  the  purpose  of  this  section  in  determining  1 -g-  per 
centum  of  the  wages,  the  term  1 wages’  shall  not  include 
any  amount  which  is  not  wages  as  defined  in  section 
1426  (a). 

“(2)  Tax  actually  deducted  and  with¬ 
held. — The  amount  deducted  and  withheld  as  tax  under 
this  section  shall  he  apportioned,  in  the  manner  provided 
in  paragraph  (1)  ( relating  to  the  tax  required  to  be  de¬ 
ducted  and  withheld  under  this  section ) ,  on  the  basis  of  the 
facts  and  circumstances  hiown  at  the  close  of  the  period 
during  which  such  amount  ivas  deducted  and  withheld, 
and,  to  the  extent  determined  by  such  apportionment, 
shall  he  deemed  an  amount  deducted  and  withheld  as 
tax  under  section  1622  and  an  amount  deducted  and 
withheld  as  tax  under  section  1401,  respectively. 

“(e)  Change  of  Rate  Under  Section  1400.— If 
for  any  calendar  year  the  applicable  rate  prescribed  by 
section  1400  (a)  is  not  1\  per  centum,  then  there  shall  be 
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substituted  for  the  rate  of  1\  per  centum  wherever  specified 
in  this  section  the  rate  prescribed  by  section  1400  (a)  for 
such  calendar  year. 

“(f)  Other  Laws  Applicable. — All  provisions  of 
law,  includiny  penalties,  applicable  with  respect  to  the  tax 
required  to  be  deducted  and  withheld  under  section  1622 
shall,  insofar  as  applicable  and  not  inconsistent  with  the 
provisions  of  this  section,  be  applicable  with  respect  to  the 
tax  under  this  section. 

“SEC.  1634.  WAGE  BRACKET  WITHHOLDING  TABLES. 

“ The  Commissioner  shall  prescribe  the  wage  bracket 
withholding  tables  referred  to  in  section  1633  (c).  Such 
tables  shall  be  identical  with  the  tables  prescribed  by  section 
1622  (c),  except  that  the  tax  to  be  withheld  under  such  tables 
shall  differ  from  the  tax  to  be  withheld  under  the  tables  pre¬ 
scribed  by  section  1622  (c)  only  in  the  following  respects: 
“(a)  Wherever  the  tables  prescribed  by  section 
1622  (c)  show  a  specific  amount  (including  a  showing 
of  $ 0 )  of  tax  to  be  withheld  with  respect  to  a  wage 
bracket,  except  where  such  amount  is  shown  for  the 
highest  wage  bracket  in  the  table,  such  specific  amount 
shall  be  increased  by  an  amount  equal  to  the  applicable 
tax  rate  prescribed  by  section  1400  (a)  applied  to  the 
amount  at  the  midpoint  of  the  wage  bracket. 

“(b)  In  the  case  of  the  highest  wage  bracket  shown 
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in  a  table ,  the  specific  amount  of  tax  to  he  withheld 
shown  in  the  corresponding  table  prescribed  bg  section 
1622  (c)  shall  be  increased  by  an  amount  equal  to  the 
applicable  tax  rate  prescribed  by  section  1400  (a) 
applied  to  the  amount  at  the  lower  limit  of  such  highest 
wage  bracket. 

“(c)  Wherever  the  tables  prescribed  by  section  1622 
(c)  show  a  specific  percentage,  such  percentage  shall  be 
increased  by  the  applicable  tax  rate  prescribed  by  section 
1400  (a). 

“SEC.  1635.  TAX  PAID  BY  RECIPIENT. 

“If  the  employer,  in  violation  of  the  provisions  of  section 
1633,  fails  to  deduct  and  withhold  the  tax  under  such  section, 
if  by  reason  of  section  1633  (d)  a  portion  of  such  tax  is  con¬ 
sidered  tax  required  to  be  deducted  and  withheld  under  section 
1622,  and  if  thereafter  the  tax  against  which  such  portion 
may  be  credited  is  paid,  such  portion  of  the  tax  required  to 
be  deducted  and  withheld  under  section  1633  (determined  in 
accordance  with  section  1633  (d)  )  shall  not  be  collected  from 
the  employer;  but  this  section  shall  in  no  case  relieve  the 
employer  from  liability  for  any  penalties  or  additions  to  the 
tax  otherwise  applicable  in  respect  of  such  failure  to  deduct 
and  withhold. 

“SEC.  1636.  RECEIPTS  FOR  EMPLOYEES. 

“(a)  Requirement. — Every  person  required  to  de- 
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duct  and  withhold  from  an  employee  a  tax  under  section 
1400,  1622,  or  1633,  or  who  would  have  been  required  to 
deduct  and  withhold  a  tax  under  section  1622  if  the  employee 
had  claimed  no  more  than  one  withholding  exemption,  shall 
furnish  to  each  such  employee  in  respect  of  the  remuneration 
paid  by  such  person  to  such  employee  during  the  calendar  year, 
on  or  before  January  31  of  the  succeeding  year,  or,  if  his  em¬ 
ployment  is  terminated  before  the  close  of  such  calendar  year, 
on  the  day  on  which  the  last  payment  of  remuneration  is  made, 
a  written  statement  showing  the  following:  (1)  the  name  of 
such  person,  (2)  the  name  of  the  employee  ( and  his  social 
security  account  number  if  wages  as  defined  in  section  1426 
(a)  have  been  paid),  (3)  the  total  amount  of  wages  as 
defined  in  section  1621  (a),  (4)  the  total  amount  deducted 
and  withheld  as  tax  under  section  1622,  (5)  the  total  amount 
of  wages  as  defined  in  section  1426  (a),  and  (6)  the  total 
amount  deducted  ancl  withheld  as  tax  under  section  1400. 
For  the  determination  of  the  portion  of  the  amount  deducted 
and  withheld  as  tax  under  section  1633  which  is  deemed  an 
amount  deducted  and  withheld  as  tax  under  section  1622 
and  the  portion  which  is  deemed  an  amount  deducted  and 
withheld  as  tax  under  section  1400,  see  section  1633  (d)  (2). 

“(b)  Statements  to  Constitute  Information 
Returns. — The  statements  required  to  be  furnished  by  this 
section  in  respect  of  any  remuneration  shall  be  furnished  at 
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such  other  times,  shall  contain  such  other  information,  and 
shall  he  in  such  form  as  the  Commissioner,  with  the  approval 
of  the  Secretary,  may  by  regulations  prescribe.  A  duplicate 
of  any  such  statement  if  made  and  filed  in  accordance  with 
regulations  prescribed  by  the  Commissioner  with  the  approval 
of  the  Secretary  shall  constitute  the  return  required  to  be 
made  in  respect  of  such  remuneration  under  section  147.  If 
such  statement  is  required  for  a  pei'iod  other  than  a  calendar 
year,  the  apportionment  for  such  other  period  shall  be  made 
in  a  manner  similar  to  that  provided  in  section  1633  (d). 

“(c)  Extension  of  Time. — The  Commissioner,  under 
such  regulations  as  he  may  prescribe  with  the  approval  of 
the  Secretary,  may  grant  to  any  person  a  reasonable  exten¬ 
sion  of  tune  ( not  in  excess  of  thirty  days )  with  respect  to  the 
statements  required  to  be  furnished  under  this  section. 

“SEC.  1637.  PENALTIES. 

“(a)  Penalties  for  Fraudulent  Statement  or 
Failure  to  Furnish  Statement. — In  lieu  of  any  other 
penalty  provided  by  law  ( except  the  penalty  provided  by  sub¬ 
section  (b)  of  this  section),  any  person  required  under  the 
provisions  of  section  1636  to  furnish  a  statement  who  willfully 
furnishes  a  false  or  fraudulent  statement,  or  who  willfully 
fails  to  furnish  a  statement  in  the  manner,  at  the  time,  and 
showing  the  information  required  under  section  1636,  or 
regulations  prescribed  thereunder ,  shall  for  each  such  fail- 
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ure,  upon  conviction  thereof,  he  fined  not  more  than  $1,000, 
or  imprisoned  for  not  more  than  one  year,  or  both. 

“(b)  Additional  Penalty. — In  addition  to  the 
penalty  provided  by  subsection  (a)  of  this  section,  any  per¬ 
son  required  under  the  provisions  of  section  1636  to  furnish 
a  statement  who  willfully  furnishes  a  false  or  fraudulent 
statement,  or  who  willfully  fails  to  furnish  a  statement  in 
the  manner,  at  the  time,  and  showing  the  information  re¬ 
quired  under  section  1636,  or  regulations  prescribed  there¬ 
under,  shall  for  each  such  failure  be  subject  to  a  civil  penalty 
of  $50.  Such  penalty  shall  be  assessed  and  collected  in  the 
same  manner  as  the  tax  imposed  by  section  1410.” 

(e)  (1)  Section  322  (a)  of  the  Internal  Revenue  Code 
is  amended  by  adding  at  the  end  thereof  the  following  new 
paragraph : 

“(4)  Credit  for  1 special  refunds'  of  em¬ 
ployee  social  security  tax. — The  Commissioner 
is  authorized  to  prescribe,  with  the  approval  of  the 
Secretary,  regulations  providing  for  the  crediting 
against  the  tax  imposed  by  this  chapter  for  any  taxable 
year  of  the  amount  determined  by  the  taxpayer  or  the 
Commissioner  to  be  alloivable  under  section  1401  (d)  as 
a  special  refund  of  tax  imposed  on  wages  received  dur¬ 
ing  the  calendar  year  in  which  such  taxable  year  begins. 
If  more  than  one  taxable  year  begins  in  such  calendar 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


347 


year,  such  amount  shall  not  he  allowed  under  this  sec¬ 
tion  as  a  credit  against  the  tax  for  any  taxable  year 
other  than  the  last  taxable  year  so  beginning.  The 
amount  allowed  as  a  credit  under  such  regulations 
shall,  for  the  purposes  of  this  chapter,  be  considered  an 
amount  deducted  and  withheld  at  the  source  as  tax 
under  subchapter  D  of  chapter  9.” 

(2)  Section  1403  (a)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  the  first  sentence  and  inserting 
in  lieu  thereof  the  following:  “ Every  employer  shall  fur¬ 
nish  to  each  of  his  employees  a  written  statement  or  state¬ 
ments,  in  a  form  suitable  for  retention  by  the  employee, 
showing  the  wages  paid  by  him  to  the  employee  before 
January  1,  1951.  (For  corresponding  provisions  with 
respect  to  wages  paid  after  December  31,  1950,  see  section 
1636 .)” 

(3)  Section  1625  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new 
subsection: 

“(d)  Application  of  Section. — This  section  shall 
apply  only  with  respect  to  wages  paid  before  January  1, 
1951.  For  corresponding  provisions  with  respect  to  wages 
paid  after  December  31,  1950,  see  section  1636.  ’ 

(f)  The  amendments  made  by  this  section  shall  be  appli¬ 
cable  only  with  respect  to  wages  paid  after  December  31, 
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1950,  except  that  the  amendment  made  hy  subsection  (e) 
(1)  of  this  section  shall  be  applicable  only  with  respect  to 
taxable  years  beginning  after  December  31,  1950,  and  only 
with  respect  to  “ special  refunds ”  in  the  case  of  wages  paid 
after  December  31,  1950. 

PERIODS  OF  LIMITATION  ON  ASSESSMENT  AND  REFUND  OF 
CERTAIN  EMPLOYMENT  TAXES 

Sec.  207.  (a)  Subchapter  E  of  chapter  9  of  the  Inter¬ 
nal  Revenue  Code  is  amended  by  inserting  at  the  end  thereof 
the  following  new  sections: 

“SEC.  1638.  PERIOD  OF  LIMITATION  UPON  ASSESSMENT  AND 
COLLECTION  OF  CERTAIN  EMPLOYMENT  TAXES, 
“(a)  General  Rule. — The  amount  of  any  tax  imposed 
by  subchapter  A  of  this  chapter,  subchapter  D  of  this  chap¬ 
ter,  or  this  subchapter,  shall  ( except  as  otherwise  provided 
in  the  following  subsections  of  this  section)  be  assessed  within 
three  years  after  the  return  was  filed,  and  no  proceeding  in 
court  without  assessment  for  the  collection  of  such  tax  shall 
be  begun  after  the  expiration  of  such  period. 

“(b)  False  Return  or  No  Return. — In  the  case 
of  a  false  or  fraudulent  return  with  intent  to  evade  tax  or 
of  a  failure  to  file  a  return,  the  tax  may  be  assessed,  or  a  pro¬ 
ceeding  in  court  for  the  collection  of  such  tax  may  be  begun 
without  assessment,  at  any  time. 
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“(c)  Willful  Attempt  to  Evade  Tax. — In  case  of 
a  willful  attempt  in  any  manner  to  defeat  or  evade  tax,  the 
tax  may  he  assessed,  or  a  proceeding  in  court  for  the  collec¬ 
tion  of  such  tax  may  be  begun  without  assessment,  at  any 
time. 

“(d)  Collection  After  Assessment. — Where  the 
assessment  of  any  tax  imposed  by  subchapter  A  of  this  chapter, 
subchapter  D  of  this  chapter,  or  this  subchapter,  has  been 
made  within  the  period  of  limitation  properly  applicable 
thereto,  such  tax  may  be  collected  by  distraint  or  by  a  proceed¬ 
ing  in  court,  but  only  if  begun  (1)  within  six  years  after 
the  assessment  of  the  tax,  or  (2)  prior  to  the  expiration  of 
any  period  for  collection  agreed  upon  in  writing  by  the  Com¬ 
missioner  and  the  taxpayer. 

“(e)  Date  of  Filing  of  Return. — For  the  purposes 
of  this  section,  if  a  return  for  any  period  ending  with  or  within 
a  calendar  year  is  filed  before  March  15  of  the  succeeding 
calendar  year,  such  return  shall  be  considered  filed  on  March 
15  of  such  succeeding  calendar  year. 

“(f)  Application  of  Section. — The  provisions  of 
this  section  shall  apply  only  to  those  taxes  imposed  by  sub¬ 
chapter  A  of  this  chapter,  subchapter  D  of  this  chapter,  or 
this  subchapter,  which  are  required  to  be  collected  and  paid 
by  making  and  filing  returns. 
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“(g)  Effective  Date. — The  'provisions  of  this  section 
shall  not  apply  to  any  tax  imposed  with  respect  to  remunera¬ 
tion  paid  during  any  calendar  year  before  1951. 

“SEC.  1639.  PERIOD  OF  LIMITATION  UPON  REFUNDS  AND  CRED¬ 
ITS  OF  CERTAIN  EMPLOYMENT  TAXES. 

“(a)  General  Rule. — In  the  case  of  any  tax  imposed 
by  subchapter  A  of  this  chapter,  subchapter  D  of  this  chapter, 
or  this  subchapter — 

“( 1)  Period  of  limitation. — Unless  a  claim  for 
credit  or  refund  is  filed  by  the  taxpayer  within  three 
years  from  the  time  the  return  was  filed  or  within  two 
years  f  rom  the  time  the  tax  was  paid,  no  credit  or  refund 
shall  be  allowed  or  made  after  the  expiration  of  which¬ 
ever  of  such  periods  expires  the  later.  If  no  return  is 
filed,  then  no  credit  or  refund  shall  be  allowed  or  made 
after  two  years  from  the  time  the  tax  was  paid,  unless 
before  the  expiration  of  such  period  a  claim  therefor  is 
filed  by  the  taxpayer. 

“( 2)  Limit  on  amount  of  credit  or  refund. — 
The  amount  of  the  credit  or  refund  shall  not  exceed 
the  portion  of  the  tax  paid — 

“(A)  If  a  return  was  filed,  and  the  claim  was 
filed  within  three  years  from  the  time  the  return 
was  filed,  during  the  three  years  immediately  pre¬ 
ceding  the  filing  of  the  claim. 
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“(B)  If  a  claim  was  filed,  and  (i)  no  return 
was  filed,  or  (ii)  if  the  claim  was  not  filed  within 
three  years  from  the  time  the  return  was  filed,  during 
the  two  years  immediately  preceding  the  filing  of  the 
claim. 

“(C)  If  no  claim  was  filed  and  the  allowance 
of  credit  or  refund  is  made  within  three  years  from 
the  time  the  return  was  filed,  during  the  three  years 
immediately  preceding  the  allowance  of  the  credit  or 
refund. 

“(D)  If  no  claim  was  filed,  and  (i)  no  return 
was  filed  or  (ii)  the  allowance  of  the  credit  or 
refund  is  not  made  within  three  years  from  the 
time  the  return  was  filed,  during  the  two  years  im¬ 
mediately  preceding  the  allowance  of  the  credit  or 
refund. 

“(h)  Penalties,  Etc. — The  provisions  of  subsection 
(a)  of  this  section  shall  apply  to  any  penalty  or  sum  assessed 
or  collected  with  respect  to  the  tax  imposed  by  subchapter  A 
of  this  chapter,  subchapter  D  of  this  chapter,  or  this  sub¬ 
chapter. 

“(c)  Date  of  Filing  Return  and  Date  of  Pay¬ 
ment  of  Tax. — For  the  purposes  of  this  section — 

“(a  if  a  return  for  any  period  ending  with  or 
within  a  calendar  year  is  filed  before  March  15  of  the 
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succeeding  calendar  year ,  such  return  shall  he  con¬ 
sidered  filed  on  March  15  of  such  succeeding  calendar 
year;  and 

“(2)  If  a  tax  with  respect  to  remuneration  paid 
during  any  period  ending  with  or  within  a  calendar 
year  is  paid  before  March  15  of  the  succeeding  calendar 
year,  such  tax  shall  he  considered  paid  on  March  15 
of  such  succeeding  calendar  year. 

“(d)  Application  of  Section. — The  provisions  of 
this  section  shall  apply  only  to  those  taxes  imposed  by  sub- 
chapter  A  of  this  chapter,  subchapter  D  of  this  chapter,  or 
this  subchapter,  which  are  required  to  be  collected  and  paid 
by  making  and  filing  returns. 

“(e)  Effective  Date. — The  provisions  of  this  section 
shall  not  apply  to  any  tax  paid  or  collected  with  respect  to 
remuneration  paid  during  any  calendar  year  before  1951 
or  to  any  penalty  or  sum  paid  or  collected  with  respect  to 
such  tax.” 

(b)  (1)  Sectio?i  3312  of  the  Internal  Revenue  Code  is 
amended  by  inserting  immediately  after  the  words  “ gift  taxes” 
(which  words  immediately  precede  subsection  (a)  thereof) 
a  comma  and  the  following:  “and  except  as  otherwise  pro¬ 
vided  in  section  1638  with  respect  to  employment  taxes  under 
subchapters  A,  D,  and  E  of  chapter  9”. 
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(2)  Section  3313  of  the  Internal  Revenue  Code  is 
amended  as  follows: 

(A)  By  inserting  immediately  after  the  words  “and 
gift  taxes, ”,  where  those  words  first  appear  in  the  section, 
the  following:  “and  except  as  otherwise  provided  by  law 
in  the  case  of  employment  taxes  under  subchapters  A,  D, 
and  E  of  chapter  9" ;  and 

(B)  By  inserting  immediately  after  the  words  “and 
gift  taxes’ ,  where  those  words  appear  in  the  parenthetical 
phrase,  a  comma  and  the  following:  “and  other  than  such 
employment  taxes’. 

(3)  Section  3645  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “Emplogment  taxes,  section  3312.” 
and  inserting  in  lieu  thereof  the  following:  “ Employment 
taxes,  sections  1638  and  3312.” 

(4)  Section  3772  (c)  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the  following: 

“Employment  taxes,  see  sections  1639  and  3313.” 

SELF-EMPLOYMENT  INCOME 
Sec.  208.  (a)  Chapter  1  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  subchapter: 
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“ SUBCHAPTER  E—TAX  ON  SELF-EMPLOYMENT  INCOME 
“SEC.  480.  RATE  OF  TAX. 

“In  addition  to  other  taxes,  there  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  beginning  after 
December  31,  1950,  upon  the  self-employment  income  of 
every  individual,  a  tax  as  follows: 

“( 1)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1950,  and  before  January  1,  1956, 
the  tax  shall  be  equal  to  2\  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(2)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1955,  and  before  January  1,  1960, 

the  tax  shall  be  equal  to  3  per  centum  of  the  amount 

* 

of  the  self-employment  income  for  such  taxable  year. 

“(3)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1959,  and  before  January  1,  1965, 
the  tax  shall  be  equal  to  3 f  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(4)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1964,  and  before  January  1,  1970, 
the  tax  shall  be  equal  to  4\  per  centum  of  the  amount 
of  the  self-employment  income  for  such  taxable  year. 

“(5)  In  the  case  of  any  taxable  year  beginning 
after  December  31,  1969,  the  tax  shall  be  equal  to  4 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


355 


per  centum,  of  the  amount  of  the  self-employment  income 
for  such  taxable  year. 

“SEC.  481.  DEFINITIONS. 

“For  the  purposes  of  this  subchapter — 

“(a)  Net  Earnings  From  Self-Employment. — 
The  term  1 net  earnings  from  self -employment’  means  the 
gross  income  derived  by  an  individual  from  any  trade  or 
business  carried  on  by  such  individual,  less  the  deductions 
allowed  by  this  chapter  which  are  attributable  to  such  trade 
or  business,  plus  his  distributive  share  ( whether  or  not 
distributed)  of  the  the  ordinary  net  income  or  loss,  as  com¬ 
puted  under  section  183,  from  any  trade  or  business  carried 
on  by  a  partnership  of  which  he  is  a  member;  except  that 
in  computing  such  gross  income  and  deductions  and  such 
distributive  share  of  partnership  ordinary  net  income  or 
loss — 

“(a  There  shall  be  excluded  rentals  from  real 
estate  (including  personal  property  leased  with  the  real 
estate)  and  deductions  attributable  thereto,  unless  such 
rentals  are  received  in  the  course  of  a  trade  or  business 
as  a  real  estate  dealer; 

“(2)  There  shall  be  excluded  income  derived  from 
any  trade  or  business  in  which,  if  the  trade  or  business 
were  carried  on  exclusively  by  employees,  the  major 
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portion  of  the  services  would  constitute  agricultural  labor 
as  defined  in  section  1426  (h) ;  and  there  shall  be  ex¬ 
cluded  all  deductions  attributable  to  such  income; 

“(3)  There  shall  be  excluded  dividends  on  any 
share  of  stock,  and  interest  on  any  bond,  debenture, 
note,  or  certificate,  or  other  evidence  of  indebtedness, 
issued  with  interest  coupons  or  in  registered  form  by 
any  corporation  (including  one  issued  by  a  govern¬ 
ment  or  political  subdivision  thereof)  unless  such  divi¬ 
dends  and  interest  ( other  than  interest  described  in 
section  25  (a) )  are  received  in  the  course  of  a  trade  or 
business  as  a  dealer  in  stocks  or  securities; 

“(4)  There  shall  be  excluded  any  gain  or  loss 
(A)  which  is  considered  as  gain  or  loss  from  the  sale  or 
exchange  of  a  capital  asset,  (B)  from  the  cutting  or 
disposal  of  timber  if  section  117  (j)  is  applicable  to 
such  gain  or  loss,  or  (C )  from  the  sale,  exchange,  in¬ 
voluntary  conversion,  or  other  disposition  of  property  if 
such  property  is  neither  (i)  stock  in  trade  or  other 
property  of  a  kind  which  would  properly  be  includible 
in  inventory  if  on  hand  at  the  close  of  the  taxable  year, 
nor  (ii)  property  held  primarily  for  sale  to  customers  in 
the  ordinary  course  of  the  trade  or  business; 

“(5)  The  deduction  for  net  operating  losses  pro¬ 
vided  in  section  23  (s)  shall  not  be  allowed; 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


357 


“(6)  (A)  If  any  of  the  income  derived  from  a 
trade  or  business  (other  than  a  trade  or  business  car¬ 
ried  on  by  a  partnership )  is  community  income  under 
community  property  laws  applicable  to  such  income, 
all  of  the  gross  income  and  deductions  attributable  to 
such  trade  or  business  shall  be  treated  as  the  gross  in¬ 
come  and  deductions  of  the  husband  unless  the  wife 
exercises  substantially  all  of  the  management  and  con¬ 
trol  of  such  trade  or  business,  in  which  case  all  of  such 
gross  income  and  deductions  shall  be  treated  as  the 
gross  income  and  deductions  of  the  wife; 

“(B)  If  any  portion  of  a  partner’s  distributive 
share  of  the  ordinary  net  income  or  loss  from  a  trade  or 
business  carried  on  by  a  partnership  is  community  in¬ 
come  or  loss  under  the  community  property  laws  ap¬ 
plicable  to  such  share,  all  of  such  distributive  share  shall 
be  included  in  computing  the  net  earnings  from  self- 
employment  of  such  partner,  and  no  part  of  such  share 
shall  be  taken  into  account  in  computing  the  net  earnings 
from  self-employment  of  the  spouse  of  such  partner; 

“(7)  In  the  case  of  any  taxable  year  beginning 
on  or  after  the  effective  date  specified  in  section  3810, 
(A)  the  term  ‘ possession  of  the  United  States’  as  used 
in  section  251  shall  not  include  Puerto  Rico,  and  (B) 
a  citizen  or  resident  of  Puerto  Rico  shall  compute  his 
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net  earnings  from  self-employment  in  the  same  manner 
as  a  citizen  of  the  United  States  and  without  regard 
to  the  provisions  of  section  252. 

If  the  taxable  year  of  a  partner  is  different  from  that  of  the 
partnership,  the  distributive  share  which  he  is  required 
to  include  in  computing  his  net  earnings  from  self-employ¬ 
ment  shall  be  based  upon  the  ordinary  net  income  or  loss 
of  the  partnership  for  any  taxable  year  of  the  partnership 
(even  though  beginning  prior  to  January  1,  1951)  ending 
within  or  with  his  taxable  year. 

“(b)  Self-Employment  Income. — The  term  ‘ self- 
employment  income  means  the  net  earnings  from  self- 
employment  derived  by  an  individual  (other  than  a  non¬ 
resident  alien  individual)  during  any  taxable  year  beginning 
after  December  31,  1950;  except  that  such  term  shall  not 
include — 

“( 1)  That  part  of  the  net  earnings  from  self- 
employment  which  is  in  excess  of:  (A)  $3,000,  minus 
(B)  the  amount  of  the  wages  paid  to  such  individual 
during  the  taxable  year;  or 

“(2)  The  net  earnings  from  self-employment,  if 
such  net  earnings  for  the  taxable  year  are  less  than 
$400. 

For  the  purposes  of  clause  (1)  the  term  ‘wages’  includes 
remuneration  paid  to  an  employee  if  such  remuneration 
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is  for  services  included  under  an  agreement  entered  into 
pursuant  to  the  provisions  of  section  218  of  the  Social 
Security  Act  (relating  to  coverage  of  State  employees) . 
In  the  case  of  any  taxable  year  beginning  prior  to  the 
effective  date  specified  in  section  3810,  an  individual  who 
is  a  citizen  of  Puerto  Pico  (but  not  otherwise  a  citizen  of 
the  United  States)  and  who  is  not  a  resident  of  the  United 
States  or  of  the  Virgin  Islands  during  such  taxable  year  shall 
be  considered,  for  the  purposes  of  this  subchapter,  as  a  non¬ 
resident  alien  individual.  An  individual  who  is  not  a  citi¬ 
zen  of  the  United  States  but  who  is  a  resident  of  the  Virgin 
Islands  or  (after  the  effective  date  specified  in  section  3810) 
a  resident  of  Puerto  Pico  shall  not,  for  the  purposes  of  this 
subchapter,  be  considered  to  be  a  nonresident  alien  individual. 

“(c)  Trade  or  Business. — The  term  ‘ trade  or  busi¬ 
ness’,  when  used  with  reference  to  self-employment  income 
or  net  earnings  from  self-employment,  shall  have  the  same 
meaning  as  when  used  in  section  23,  except  that  such  term 
shall  not  include — 

“(1)  The  performance  of  the  functions  of  a  public 
office; 

“(2)  The  performance  of  service  by  an  individual 
as  an  employee  ( other  than  service  described  in  section 
1426  (b)  (16)  (B)  performed  by  an  individual  who 
has  attained  the  age  of  eighteen); 
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“( 3)  The  'performance  of  service  by  an  individual 
as  an  employee  or  employee  representative  as  defined 
in  section  1532; 

“(4)  The  performance  of  service  by  a  duly  ordained, 
commissioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order;  or 
“(5)  The  performance  of  service  by  an  individual 
in  the  exercise  of  his  profession  as  a  physician,  lawyer , 
dentist,  osteopath,  veterinarian,  chiropractor,  naturopath, 
or  optometrist,  or  as  a  Christian  Science  practitioner, 
or  as  an  architect,  certified  public  accountant,  or  pro¬ 
fessional  engineer;  or  the  performance  of  such  service 
by  a  partnership . 

“(d)  Employee  and  Wages— The  term  ‘ employee’ 
and  the  term  ‘wages’  shall  have  the  same  meaning  as  when 
used  in  subchapter  A  of  chapter  9. 

“SEC.  482.  MISCELLANEOUS  PROVISIONS. 

“(a)  Returns. — Every  individual  (other  than  a  non¬ 
resident  alien  individual)  having  net  earnings  from  self- 
employment  of  $400  or  more  for  the  taxable  year  shall  make 
a  return  containing  such  information  for  the  purpose  of 
carrying  out  the  provisions  of  this  subchapter  as  the  Com¬ 
missioner,  with  the  approval  of  the  Secretary,  may  by 
regulations  prescribe.  Such  return  shall  be  considered  a 
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return  required  under  section  51  (a) .  In  the  case  of  a 
husband  and  wife  filing  a  joint  return  under  section  51 
(b),  the  tax  imposed  by  this  subchapter  shall  not  be  computed 
on  the  aggregate  income  but  shall  be  the  sum  of  the  taxes 
computed  under  this  subchapter  on  the  separate  self-employ¬ 
ment  income  of  each  spouse. 

“(b)  Title  of  Subchapter. — This  subchapter  may 
be  cited  as  the  1  Self-Employment  Contributions  Act' . 

“(c)  Effective  Date  in  Case  of  Puerto  Pico. — 
E or  effective  date  in  case  of  Puerto  Pico,  see  section  3810. 

“(d)  Collection  of  Taxes  in  Virgin  Islands 
and  Puerto  Pico. — For  provisions  relating  to  collection  of 
taxes  in  Virgin  Islands  and  Puerto  Pico,  see  section  3811.” 

(b)  Chapter  38  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end.  thereof  the  following  new 
sections : 

“SEC.  3810.  EFFECTIVE  DATE  IN  CASE  OF  PUERTO  RICO. 

“If  the  Governor  of  Puerto  Pico  certifies  to  the  Presi¬ 
dent  of  the  United  States  that  the  legislature  of  Puerto  Pico 
has,  by  concurrent  resolution,  resolved  that  it  desires  the 
extension  to  Puerto  Pico  of  the  provisions  of  title  II  of  the 
Social  Security  Act,  the  effective  date  referred  to  in  sec¬ 
tions  1426  (e),  481  (a)  (7),  and  481  (b)  shall  be 
January  1  of  the  first  calendar  year  which  begins  more 
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than  ninety  days  after  the  date  on  which  the  President 
receives  such  certification. 

“SEC.  3811.  COLLECTION  OF  TAXES  IN  VIRGIN  ISLANDS  AND 
PUERTO  RICO. 

“ Notwithstanding  any  other  provision  of  law  respecting 
taxation  in  the  Virgin  Islands  or  Puerto  Pico,  all  taxes 
imposed  by  subchapter  E  of  chapter  1  and  by  subchapter  A 
of  chapter  9  shall  be  collected  by  the  Bureau  of  Internal 
Revenue  under  the  direction  of  the  Secretary  and  shall  be 
paid  into  the  Treasury  of  the  United  States  as  internal 
revenue  collections.” 

“SEC.  3812.  MITIGATION  OF  EFFECT  OF  STATUTE  OF  LIMIT  A- 
TIONS  AND  OTHER  PROVISIONS  IN  CASE  OF  RE¬ 
LATED  TAXES  UNDER  DIFFERENT  CHAPTERS. 

“(a)  Self-Employment  Tax  and  Tax  on  Wages. — 
In  the  case  of  the  tax  imposed  by  subchapter  E  of  chapter  1 
(relating  to  tax  on  self-employment  income)  and  the  tax 
imposed  by  section  1400  of  subchapter  A  of  chapter  9  ( re¬ 
lating  to  tax  on  employees  under  the  Federal  Insurance 
Contributions  Act) — 

“(1)  0)  if  an  amount  is  erroneously  treated  as 
self-employment  income,  or 

“(ii)  if  an  amount  is  erroneously  treated  as  wages, 


and 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


363 


“(2)  if  the  correction  of  the  error  would  require 
an  assessment  of  one  such  tax  and  the  refund  or  credit 
of  the  other  tax,  and 

“( 3)  if  at  any  time  the  correction  of  the  error  is 
authorized  as  to  one  such  tax  hut  is  prevented  as  to  the 
other  tax  hy  any  law  or  rule  of  law  (other  than  section 
3761,  relating  to  compromises) , 
then  if  the  correction  authorized  is  made,  the  amount  of  the 
assessment,  or  the  amount  of  the  credit  or  refund,  as  the 
case  may  he,  authorized  as  to  the  one  tax  shall  he  reduced 
hy  the  amount  of  the  credit  or  refund,  or  the  amount  of  the 
assessment,  as  the  case  may  he,  which  would  he  required  with 
respect  to  such  other  tax  for  the  'correction  of  the  error  if 
such  credit  or  refund,  or  such  assessment,  of  such  other  tax 
were  not  prevented  hy  any  law  or  rule  of  law  (other  than 
section  3761,  relating  to  compromises) . 

“(h)  Definitions. — For  the  purposes  of  subsection 
(a)  of  this  section,  the  terms  ‘ self-employment  income’’  and 
‘wages’  shall  have  the  same  meaning  as  when  used  in  section 

481  (h)F 

(c)  Section  3801  of  the  Internal  Iievenue  Code  is 
amended  hy  adding  at  the  end  thereof  the  following  new 
subsection : 

“(g)  Taxes  Imposed  by  Chapter  9. — The  provi- 


304 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


sions  of  this  section  shall  not  he  construed  to  apply  to  any 
tax  imposed  by  chapter  9.” 

(d)  (1)  Section  3  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the  following: 

“ Subchapter  E — Tax  on  Self-Employment  Income  ( the 
Self-Employment  Contributions  Act),  divided  into  sections ." 

(2)  Section  12  (g)  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the  following: 

“(6)  Tax  on  Self -Employment  Income. — For  tax 

on  self-employment  income,  see  subchapter  E." 

(3)  Section  31  of  the  Internal  Revenue  Code  is  amended 
by  inserting  immediately  after  the  words  “the  tax'  the  fol¬ 
lowing:  “(other  than  the  tax  imposed  by  subchapter  E,  relat¬ 
ing  to  tax  on  self-employment  income)" ;  and  section  131  (a) 
of  the  Internal  Revenue  Code  is  amended  by  inserting  imme¬ 
diately  after  the  words  “except  the  tax  imposed  under  section 
102"  the  following:  “and,  except  the  tax  imposed  under  sub- 
chapter  E" . 

(4)  Section  58  (b)  (1)  of  the  Internal  Revenue  Code 
is  amended  by  inserting  immediately  after  the  words  “ with¬ 
held  at  source"  the  following:  “and  without  regard  to  the  tax 
imposed  by  subchapter  E  on  self-employment  income" . 

(5)  Section  107  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the  following  new 
subsection : 
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“(e)  Tax  on  Self-Employment  Income. — This 
section  shall  he  applied  without  regard  to,  and  shall  not 
affect,  the  tax  imposed  hy  subchapter  E,  relating  to  tax  on 
self-employment  income .” 

(6)  Section  120  of  the  Internal  Revenue  Code  is  amend¬ 
ed  by  inserting  immediately  after  the  words  “ amount  of  in¬ 
come’  the  following:  “(determined  without  regard  to  sub¬ 
chapter  E,  relating  to  tax  on  self-employment  income)” . 

(7)  Section  161  (a)  of  the  Internal  Revenue  Code  is 
amended  by  inserting  immediately  after  the  words  “ The 
taxes  imposed  by  this  chapter”  the  following:  “(other  than 
the  tax  imposed  by  subchapter  E,  relating  to  tax  on  self- 
employment  income)” . 

(8)  Section  294  (d)  of  the  Internal  Revenue  Code 
is  amended  by  inserting  at  the  end  thereof  the  following  new 
paragraph : 

“(3)  Tax  on  self-employment  income— This 
subsection  shall  be  applied  without  regard  to  the  tax  im¬ 
posed  by  subchapter  E,  relating  to  tax  on  self-employment 
income.” 

MISCELLANEOUS  AMENDMENTS 

Sec.  209.  (a)  (1)  Section  1607  (b)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(b)  Wages. — The  term  ‘wages’  means  all  remunera¬ 
tion  for  employment,  including  the  cash  value  of  all  remu- 
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neration  paid  in  any  medium  oilier  than  cash;  except  that 
such  term  shall  not  include — 

“( 1)  That  part  of  the  remuneration  which,  after 
remuneration  ( other  than  remuneration  referred  to  .in 
the  succeeding  paragraphs  of  this  subsection)  equal  to 
$ 3,000  with  respect  to  employment  has  been  paid  to 
an  individual  by  an  employer  during  any  calendar  year, 
is  paid  to  such  individual  by  such  employer  during  such 
calendar  year.  If  an  employer  (hereinafter  referred  to 
as  successor  employer )  during  any  calendar  year  acquires 
substantially  all  the  property  used  in  a  trade  or  business 
of  another  employer  (hereinafter  referred  to  as  a  pred¬ 
ecessor),  or  used  in  a  separate  unit  of  a  trade  or 
business  of  a  predecessor,  and  immediately  after  the 
acquisition  employs  in  his  trade  or  business  an  individual 
who  immediately  prior  to  the  acquisition  was  employed 
in  the  trade  or  business  of  such  predecessor,  then,  for 
the  purpose  of  determining  whether  the  successor  employer 
has  paid  remuneration  ( other  than  remuneration  referred 
to  in  the  succeeding  paragraphs  of  this  subsection)  with 
respect  to  employment  equal  to  $ 3,000  to  such  individual 
during  such  calendar  year,  any  remuneration  (other 
than  remuneration  referred  to  in  the  succeeding  para¬ 
graphs  of  this  subsection)  with  respect  to  employment 
paid  (or  considered  under  this  paragraph  as  having 
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been  paid)  to  such  individual  by  such  predecessor  during 
such  calendar  year  and  prior  to  such  acquisition  shall  be 
considered  as  having  been  paid  by  such  successor 
employer; 

“(2)  The  amount  of  any  payment  (including  any 
amount  paid  by  an  employer  for  insurance  or  annui¬ 
ties,  or  into  a  fund,  to  provide  for  any  such  payment) 
made  to,  or  on  behalf  of,  an  employee  or  any  of  his  de¬ 
pendents  under  a  plan  or  system  established  by  an  em¬ 
ployer  which  makes  provision  for  his  employees  gen¬ 
erally  (or  for  his  employees  generally  and  their  de¬ 
pendents)  or  for  a  class  or  classes  of  his  employees  (or 
for  a  class  or  classes  of  his  employees  and  their  depend¬ 
ents  ) ,  on  account  of  (A)  retirement,  or  (B)  sickness 
or  accident  disability,  or  (C )  medical  or  hospitalization 
expenses  in  connection  with  sickness  or  accident  disability, 
or  (D)  death ; 

“(3)  Any  payment  made  to  an  employee  (includ¬ 
ing  any  amount  paid  by  an  employer  for  insurance  or 
annuities,  or  into  a  fund,  to  provide  for  any  such  pay¬ 
ment)  on  account  of  retirement; 

“(4)  Any  payment  on  account  of  sickness  or  acci¬ 
dent  disability,  or  medical  or  hospitalization  expenses  in 
connection  with  sickness  or  accident  disability,  made 
by  an  employer  to,  or  on  behalf  of,  an  employee  after 
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the  expiration  of  six  calendar  months  following  the  last 

% 

calendar  month  in  which  the  employee  worked  for  such 
employer; 

11  (5)  Any  payment  made  to,  or  on  behalf  of,  an 
employee  or  his  beneficiary  (A)  from  or  to  a  trust 
exempt  from  tax  under  section  165  (a)  at  the  time  of 
such  payment  unless  such  payment  is  made  to  an 
employee  of  the  trust  as  remuneration  for  services  ren¬ 
dered  as  such  employee  and  not  as  a  beneficiary  of  the 
trust,  or  (B)  under  or  to  an  annuity  plan  which,  at  the 
time  of  such  payment,  meets  the  requirements  of  section 
165  (a)  (3),  (4),  (5),  and  (6) ; 

“(6)  The  payment  by  an  employer  (without  de¬ 
duction  from  the  remuneration  of  the  employee )  (A) 
of  the  tax  imposed  upon  an  employee  under  section  1400, 
or  (B )  of  any  payment  required  from  an  employee  under 
a  State  unemployment  compensation  law; 

“( 7)  Any  payment  (other  than  vacation  or  sick 
pay)  made  to  an  employee  after  the  month  in  which 
he  attains  the  age  of  sixty-five,  if  he  did  not  work  for 
the  employer  in  the  period  for  which  such  payment  is 
made; 

“(8)  Dismissal  payments  which  the  employer  is  not 
legally  required  to  make 5 

(2)  The  amendment  made  by  paragraph  (1)  shall  be 
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applicable  only  with  respect  to  remuneration  paid  after 
1950.  In  the  case  of  remuneration  paid  prior  to  1951, 
the  determination  under  section  160?  (b)  (1)  of  the  Internal 
Revenue  Code  (prior  to  its  amendment  by  this  Act)  of 
whether  or  not  such  remuneration  constituted  wages  shall  be 
made  as  if  paragraph  (1)  of  this  subsection  had  not  been 
enacted  and  without  inferences  drawn  from  the  fact  that 
the  amendment  made  by  paragraph  (1)  is  not  made  appli¬ 
cable  to  periods  prior  to  1951. 

(3)  Effective  with  respect  to  remuneration  paid  after 
December  31,  1951,  section  1607  (b)  of  the  Internal  Rev¬ 
enue  Code  is  amended  by  changing  the  semicolon  at  the  end 
of  paragraph  (7)  to  a  period  and  by  striking  out  paragraph 
(8)  thereof. 

(b)  (1)  Section  1607  (c)  (10)  (A)  (i)  of  the 
Internal  Revenue  Code  is  amended  by  striking  out  “ does 
not  exceed  $45”  and  inserting  in  lieu  thereof  “is  less  than 
$50”. 

(2)  Section  1607  (c)  (10)  (E)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “in  any  calendar  quarter ” 
and  by  striking  out  “,  and  the  remuneration  for  such  service 
does  not  exceed  $45  (exclusive  of  room,  board,  and  tuition)” . 

(3)  The  amendments  made  by  paragraphs  (1)  and  (2) 
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shall  he  applicable  only  with  respect  to  service  performed  after 
1950. 

(c)  (1)  Paragraphs  (3)  and  (4)  of  section  1621  (a) 
of  the  Internal  Revenue  Code  are  amended  to  read  as  follows: 
“(3)  (A)  for  domestic  service  in  a  private  home,  or 
“(B)  for  domestic  service  performed  in  a  local 
college  club,  or  local  chapter  of  a  college  fraternity  or 
sorority,  by  a  student  who  is  enrolled  and  is  regularly 
attending  classes  at  a  school,  college,  or  university,  or 
“(4)  for  service  not  in  the  course  of  the  employer’s 
trade  or  business  performed  in  any  calendar  quarter  by 
an  employee,  unless  the  cash  remuneration  paid  for  such 
service  is  $50  or  more  and  such  service  is  performed 
by  an  individual  ivho  is  regularly  employed  by  such 
employer  to  perform  such  service.  For  the  purposes  of 
this  paragraph,  an  individual  shall  be  deemed  to  be 
regularly  employed  by  an  employer  during  a  calendar 
.  quarter  only  if  (A)  on  each  of  some  twenty-four  days 
during  such  quarter  such  individual  performs  for  such 
employer  for  some  portion  of  the  day  service  not  in  the 
course  of  the  employers  trade  or  business,  or  (B)  such 
individual  was  regularly  employed  ( as  determined  under 
clause  (A))  by  such  employer  in  the  performance  of 
such  service  during  the  preceding  calendar  quarter,  or” . 
(2)  Section  1621  (a)  of  the  Internal  Revenue  Code 
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is  amended  by  striking  out  paragraph  (9)  thereof  and 
inserting  in  lieu  thereof  the  following: 

“(9)  for  services  performed  by  a  duly  ordained, 
commissioned,  or  licensed  minister  of  a  church  in  the 
exercise  of  his  ministry  or  by  a  member  of  a  religious 
order  in  the  exercise  of  duties  required  by  such  order,  or 
“(10)  (A)  for  services  performed  by  an  indi¬ 
vidual  under  the  age  of  eighteen  in  the  delivery  or  dis¬ 
tribution  of  newspapers  or  shopping  news,  not  including 
delivery  or  distribution  to  any  point  for  subsequent 
delivery  or  distribution,  or 

“(B)  for  services  performed  by  an  individual  in, 
and  at  the  time  of,  the  sale  of  newspapers  or  magazines 
to  ultimate  consumers,  under  an  arrangement  under 
which  the  newspapers  or  magazines  are  to  be  sold  by 
him  at  a  fixed  price,  his  compensation  being  based  on 
the  retention  of  the  excess  of  such  price  over  the 
amount  at  which  the  newspapers  or  magazines  are 
charged  to  him,  whether  or  not  he  is  guaranteed  a 
minimum  amount  of  compensation  for  such  service,  or 
is  entitled  to  be  credited  with  the  unsold  newspapers 
or  magazines  turned  back,  or 

“(11)  for  services  not  in  the  course  of  the  em¬ 
ployers  trade  or  business,  if  paid  in  any  medium  other 
than  cash,  or 
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“(12)  to,  or  on  behalf  of,  an  employee  or  his  bene¬ 
ficiary  (A )  from  or  to  a  trust  exempt  from  tax  under 
section  165  (a)  at  the  time  of  such  payment  unless  such 
payment  is  made  to  an  employee  of  the  trust  as  remunera¬ 
tion  for  services  rendered  as  such  employee  and  not  as  a 
beneficiary  of  the  trust,  or  (b)  under  or  to  an  annuity 
plan  which,  at  the  time  of  such  payment,  meets  the  re¬ 
quirements  of  section  165  (a)  (3) ,  (4),  (5),  and  (6)5 
(3)  The  amendments  made  by  paragraphs  (1)  and 
(2)  shall  be  applicable  only  with  respect  to  remuneration 
paid  after  1950. 

(d)  (1)  Section  1631  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows: 

“SEC.  1631.  FAILURE  OF  EMPLOYER  TO  FILE  RETURN. 

“In  case  of  a  failure  to  make  and  file  any  return  re¬ 
quired  under  this  chapter  within  the  time  prescribed  by  law 
or  prescribed  by  the  Commissioner  in  pursuance  of  law, 
unless  it  is  shown  that  such  failure  is  due  to  reasonable 
cause  and  not  to  willful  neglect,  the  addition  to  the  tax  or 
taxes  required  to  be  shown  on  such  return  shall  not  be  less 
than  $55 

(2)  The  amendment  inade  by  paragraph  (1)  shall  be 
applicable  only  with  respect  to  returns  required  to  be  filed 
after  the  date  of  enactment  of  this  Act. 

(e)  If  a  corporation  (hereinafter  referred  to  as  a  prede- 
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1  cessor)  incorporated  under  the  laws  of  one  State  is  suc- 

2  ceeded  after  19'45  and  before  1951  by  another  corporation 

3  (hereinafter  referred  to  as  a  successor)  incorporated  undefr 

4  the  laws  of  another  State ,  and  if  immediately  upon  the  suc- 

5  cession  the  business  of  the  successor  is  identical  with  that 

6  of  the  predecessor  and,  except  for  qualifying  shares,  the 

7  proportionate  interest  of  each  shareholder  in  the  successor  is 
,3  identical  with  his  proportionate  interest  in  the  predecessor, 
^  and  if  in  connection  with  the  succession  the  predecessor  is 

10  dissolved  or  merged  into  the  successor,  and  if  the  predecessor 

11  and  the  successor  are  employers  under  the, Federal  Insurance 
13  Contributions  Act  and  the  Federal  Unemployment  Tax  Act 
13  in  the  calendar  year  in  which  the  succession  takes  place,  then — 

1  (1)  the  predecessor  and  successor  corporations, 

2  for  purposes  only  of  the  application  of  the  $3,000 

3  limitation  in  the  definition  of  wages  under  such  Acts, 

4  shall  be  considered  as  one  employer  for  such  calendar 

5  year,  and 

6  (2)  the  successor  shall,  subject  to  the  applicable 

7  statutes  of  limitations,  be  entitled,  to  a  credit  or  refund, 

8  without  interest,  of  any  tax  under  section  1410  of  the 

9  Federal  Insurance  Contributions  Act  or  section  1600 

10  of  the  Federal  Unemployment  Tax  Act  (together  with 

11  any  interest  or  penalty  thereon)  paid  with  respect  to 
remuneration  paid  by  the  successor  during  such  calendar 
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year  which  would  not  have  been  subject  to  tax  under 
such  Acts  if  the  remuneration  had  been  paid,  by  the 
predecessor . 

TITLE  111— AMENDMENTS  TO  PUBLIC  ASSIST¬ 
ANCE  AND  MATERNAL  AND  CHILD  WEL¬ 
FARE  PROVISIONS  OF  THE  SOCIAL  SECU¬ 
RITY  ACT 

Part  1 — Old-Age  Assistance 

REQUIREMENTS  OF  STATE  OLD-AGE  ASSISTANCE  PLANS 
Sec.  301.  (a)  Clause  (4)  of  subsection  (a)  of  section  2 
of  the  Social  Security  Act  is  amended  to  read:  “( 4)  pro¬ 
vide  for  granting  an  opportunity  for  a  fair  hearing  before 
the  State  agency  to  any  individual  whose  claim  for  old-age 
assistance  is  denied  or  is  not  acted  upon  with  reasonable 
promptness” . 

(b)  Such  subsection  is  further  amended  by  striking  out 
uand”  before  clause  (S)  thereof,  and  by  striking  out  the 
period  at  the  end  of  such  subsection  and  inserting  in  lieu 
thereof  a  semicolon  and  the  following  new  clauses: 
“(9)  provide  that  all  individuals  wishing  to  make  applica¬ 
tion  for  old-age  assistance  shall  have  opportunity  to  do  so, 
and  that  old-age  assistance  shall  be  furnished  with  rea¬ 
sonable  promptness  to  all  eligible  individuals;  and  (10) 
effective  July  1,  1953,  provide,  if  the  plan  includes  pay¬ 
ments  to  individuals  in  private  or  public  institutions,  for  the 
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establishment  or  designation  of  a  State  authority  or  author¬ 
ities  which  shall  he  responsible  for  establishing  and  main¬ 
taining  standards  for  such  institutions.” 

(c)  The  amendments  made  by  subsections  (a)  and 
(b)  shall  take  effect  July  1,  1951. 

COMPUTATION  OF  FEDERAL  PORTION  OF  OLD-AGE 

ASSISTANCE 

Sec.  302.  (a)  Section  3  (a)  of  the  Social  Security  Act 
is  amended  to  read  as  follows: 

“Sec.  3.  (a)  From  the  sums  appropriated  therefor,  the 
Secretary  of  the  Treasury  shall  pay  to  each  State  which  has 
an  approved  plan  for  old-age  assistance,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1950, 
7  D  an  amount,  which  shall  be  used  exclusively  as  old-age 
assistance,  equal  to  the  sum  of  the  following  proportions  of 
the  total  amounts  expended  during  such  quarter  as  old-age 
assistance  under  the  State  plan,  not  counting  so  7nuch  of  such 
expenditure  with  respect  to  any  individual  for  any  month 
as  exceeds  $50 — 

“(A)  three-fourths  of  such  expenditures,  not  count¬ 
ing  so  much  of  any  expenditure  with  respect  to  any 
month  as  exceeds  the  product  of  $20  multiplied  by  the 
total  number  of  such  individuals  ( other  than  those  in¬ 
cluded  in  clause  (C ) )  who  received  old-age  assistance 
for  such  month;  plus 
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“(B)  one-half  of  the  amount  by  which  such  expendi¬ 
tures  ( other  than  expenditures  ivith  respect  to  individuals 
included  in  clause  (C) )  exceed  the  maximum  which  may 
he  counted  under  clause  (A )  ;  plus 

“(C)  one-half  of  such  expenditures  with  respect  to 
individuals  who  become  entitled  to  old-age  insurance 
benefits  under  section  202  (a)  after  the  first  month 
following  the  month  in  which  the  Social  Security  Act 
Amendments  of  1950  were  enacted  and  who  were  not  en¬ 
titled  to  primary  insurance  benefits  under  such  section 
as  in  effect  prior  to  the  enactment  of  such  amendments ; 
and  (2)  an  amount  equal  to  one-half  of  the  total  of  the 
sums  expended,  during  such  quarter  as  found  necessary  by 

m 

the  Administrator  for  the  proper  and  efficient  administration 
of  the  State  plan,  which  amount  shall  be  used  for  paying  the 
costs  of  administering  the  State  plan  or  for  old-age  assistance, 
or  both,  and  for  no  other  purpose 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1950. 

DEFINITION  OF  OLD-AGE  ASSISTANCE 
Sec.  303.  (a)  Section  6  of  the  Social  Security  Act  is 
amended  to  read  as  follows: 

'“ DEFINITION 

“Sec.  6.  For  the  purposes  of  this  title,  the  term  Aid-age 
assistance ’  means  money  payments  to,  or  medical  care  in 


1  behalf  of  or  any  type  of  remedial  care  recognized  under 

2  State  law  in  behalf  of,  needy  individuals  who  are  sixty-five 

3  years  of  age  or  older,  but  does  not  include  any  such  payments 

4  to  or  care  in  behalf  of  any  individual  who  is  an  inmate  of 

5  a  public  institution  ( except  as  a  patient  in  a  medical  institu- 

6  tion)  or  any  individual  (a)  who  is  a  patient  in  an  institution 

7  for  tuberculosis  or  mental  diseases,  or  (b)  who  has  been 

8  diagnosed  as  having  tuberculosis  or  psychosis  and  is  a  patient 

9  in  a  medical  institution  as  a  result  thereof 

10  (b)  The  amendment  made  by  subsection  (a)  shall  take 

11  effect  October  1,  1950,  except  that  the  exclusion  of  money 

12  payments  to  needy  individuals  described  in  clause  (a)  or 

13  (b)  of  section  6  of  the  Social  Security  Act  as  so  amended 

14  shall,  in  the  case  of  any  of  such  individuals  who  are  not 

15  patients  in  a  public  institution,  be  effective  July  1,  1952. 

16  Part  2 — Aid  to  Dependent  Children 

H  REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  DEPENDENT 

18  CHILDREN 

19  Sec.  321.  (a)  Clause  (4)  of  subsection  (a)  of  section 

20  402  of  the  Social  Security  Act  is  amended'  to  read  as  fol- 

21  lows:  “(4)  provide  for  granting  an  opportunity  for  a  fair 

22  hearing  before  the  State  agency  to  any  individual  whose 

23  claim  for  aid  to  dependent  children  is  denied  or  is  not  acted 

24  upon  with  reasonable  promptness;” . 

(h)  Such  subsection  is  further  amended  by  striking  out 
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1  “and”  before  clause  (8)  thereof,  and  by  striking  out  the 

2  period  at  the  end  of  such  subsection  and  inserting  in  lieu 

3  thereof  a  semicolon  and  the  following  new  clauses:  “(9) 

4  provide  that  all  individuals  wishing  to  make  application 

5  for  aid  to  dependent  children  shall  have  opportunity  to  do 

6  so,  and  that  aid  to  dependent  children  shall  be  furnished  with 

7  reasonable  promptness  to  all  eligible  individuals;  and  (10) 

8  effective  July  1,  1952,  provide  for  prompt  notice  to  appro- 

9  priate  law-enforcement  officials  of  the  furnishing  of  aid  to 

10  dependent  children  in  respect  of  a  child  who  has  been  de- 

11  serted  or  abandoned  by  a  parent  .” 

12  (c)  Effective  July  1,  1952,  clause  (2)  of  subsection 

13  (b)  of  section  402  of  the  Social  Security  Act  is  amended  to 

14  read  as  follows:  “(2)  who  was  born  within  one  year 

15  immediately  preceding  the  application,  if  the  parent  or 

16  other  relative  with  whom  the  child  is  living  has  resided  in  the 

17  State  for  one  year  immediately  preceding  the  birth”. 

18  (d)  The  amendments  made  by  subsections  (a)  and  (b) 

19  shall  take  effect  July  1,  1951. 

20  MAXIMUM  FEDERAL  PAYMENT  FOR  DEPENDENT  CHILDREN 

21  Sec.  322.  Effective  October  1,  1950,  section  403  (a) 

22  of  the  Social  Security  Act  is  amended  by  striking  out  “October 

23  1948”  and  inserting  in  lieu  thereof  “October  1,  1950” , 

24  by  striking  out  “ $27 ”  wherever  it  appears  and  inserting  in 
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lieu  thereof  “$30" ,  and  by  striking  out  “$18”  and  inserting 
in  lieu  thereof  “$20" . 

DEFINITION  OF  AID  TO  DEPENDENT  CHILDREN 

Sec.  323.  (a)  Section  406  of  the  Social  Security  Act 
is  amended  by  striking  out  subsection  (b)  and  inserting  in 
lieu  thereof  the  following: 

“(b)  The  term  ‘aid  to  dependent  children  means  money 
payments  with  respect  to,  or  medical  care  in  behalf  of  or  any 
type  of  remedial  care  recognized  under  State  law  in  behalf 
of,  a  dependent  child  or  dependent  children ." 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1950. 

Part  3 — Maternal  and  Child  Welfare 

Sec.  331.  (a)  Section  501  of  the  Social  Security  Act 
is  amended  by  striking  out  “$ 11,000,000 ”  and  inserting  in 
lieu  thereof  “$20,000,000" . 

(b)  Section  502  of  the  Social  Security  Act  is  amended 
by  striking  out  “$ 5,500,000 "  wherever  it  appears  and  in¬ 
serting  in  lieu  thereof  “$10,000,000"  and  by  striking  out 
“$35,000"  and  inserting  in  lieu  thereof  “$60,000" . 

(c)  Section  511  of  the  Social  Security  Act  is  amended 
by  striking  out  “$7 ,500,000"  and  inserting  in  lieu  thereof 
“$15,000,000". 

(d)  Section  512  of  the  Social  Security  Act  is  amended 
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by  striking  out  “$ 3,750,000 ”  wherever  it  appears  and  in¬ 
serting  in  lieu  thereof  “$ 7,500,000 ”  and  by  striking  out 
“$ 30,000' ’  and  inserting  in  lieu  thereof  “$60,000" . 

(e)  Section  521  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  “$3,500,000"  and  inserting  in  lieu 
thereof  “$12,000,000'' ,  by  striking  out  “$20,000"  and 
inserting  in  lieu  thereof  “$40,000'’ ,  by  striking  out  in  the 
second  sentence  “as  the  rural  population  of  such  State  bears 
to  the  total  rural  population  of  the  United  States’  and  insert¬ 
ing  in  lieu  thereof  “as  the  rural  population  of  such  State 
under  the  age  of  eighteen  bears  to  the  total  rural  population 
of  the  United  States  under  such  age' %  and  by  striking  out 
the  third  sentence  thereof  and  inserting  in  lieu  of  such  sentence 
the  following:  “The  amount  so  allotted  shall  be  expended  for 
payment  of  part  of  the  cost  of  district,  county,  or  other  local 
child-welfare  services  in  areas  predominantly  rural,  for 
developing  State  services  for  the  encouragement  and  assist¬ 
ance  of  adequate  methods  of  community  child-welfare  organ¬ 
ization  in  areas  predominantly  rural  and  other  areas  of 
special  need,  and,  for  paging  the  cost  of  returning  any  run¬ 
away  child  who  has  not  attained  the  age  of  sixteen  to  his 
own  community  in  another  State  in  cases  in  which  such 
return  is  in  the  interest  of  the  child  and  the  cost  thereof 
cannot  otherwise  be  met:  Provided,  That  in  developing  such 
services  for  children  the  facilities  and  experience  of  voluntary 
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1  agencies  shall  he  utilized  in  accordance  with  child-care  pro- 

2  grams  and  arrangements  in  the  States  and  local  communities 

3  as  may  he  authorized  by  the  State. 

4  (f)  The  amendments  made  by  the  preceding  subsections 

5  of  this  section  shall  he  effective  with  respect  to  fiscal  years 

6  beginning  after  June  30,  1951. 

1  Part  A — Aid  to  the  Blind 

8  REQUIREMENTS  OF  STATE  PLANS  FOR  AID  TO  THE  BLIND 

9  Sec.  341.  (a)  Clause  (4)  of  subsection  (a)  of  section 

10  1002  of  the  Social  Security  Act  is  amended  to  read  as 

11  follows:  “(4)  provide  for  granting  an  opportunity  for  a  fair 

12  hearing  before  the  State  agency  to  any  individual  whose  claim 
18  for  aid  to  the  blind  is  denied  or  is  not  acted  upon  with  reason- 
11  able  promptness;” . 

15  (b)  (1)  Effective  for  the  period  beginning  October 

10  lf  I960,  and  ending  June  30,  1952,  clause  (8)  of  such  sub- 
H  section  is  amended  to  read,  as  follows:  “(8)  provide  that  the 

18  State  agency  shall,  in  determining  need,  take  into  consider a- 

19  tion  and  other  income  and  resources  of  an  individual  claim- 

20  ing  aid  to  the  blind;  except  that  the  State  agency  may, 

11  in  making  such  determination,  disregard,  not  to  exceed  $ 50 
22  per  month  of  earned  income;”. 

28  (2)  Effective  July  1,  1952,  such  clause  (8)  is  amended 

21  to  read  as  follows:  “(8)  provide  that  the  State  agency  shall, 
25  in  determining  need,  take  into  consideration  any  other  income 
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1  and  resources  of  the  individual  claiming  aid  to  the  blind; 

2  except  that,  in  making  such  determination,  the  State  agency 

3  shall  disregard  the  first  $50  per  month  of  earned  income;” . 

4  (c)  Such  subsection  is  further  amended  by  striking 

5  out  11  and”  before  clause  (9)  thereof,  and  by  striking  out  the 

6  period  at  the  end  of  such  subsection  and  inserting  in  lieu 
1  thereof  a  semicolon  and  the  following  new  clauses:  “(10) 

8  provide  that,  in  determining  whether  an  individual  is  blind, 

9  there  shall  be  an  examination  by  a  physician  skilled  in 
19  diseases  of  the  eye  and,  effective  July  1,  1953,  provide 

11  that  the  services  of  optometrists  within  the  scope  of  the 

12  practice  of  optometry  as  prescribed  by  the  laws  of  the 

13  State  shall  be  made  available  to  the  recipients  thereof  as  well 
11  as  to  the  recipients  of  any  grant-in-aid  program  for  improve- 
13  ment  or  conservation  of  vision;  (11)  effective  July  1,  1951, 
16  provide  that  all  individuals  wishing  to  make  application  for 

aid  to  the  blind  shall  have  opportunity  to  do  so,  and  that  aid 
13  to  the  blind  shall  be  furnished  with  reasonable  promptness 

19  to  all  eligible  individuals;  and  (12)  effective  July  1,  1953, 

20  provide,  if  the  plan  includes  payments  to  individuals  in 

21  private  or  public  institutions,  for  the  establishment  or 

22  designation  of  a  State  authority  or  authorities  which  shall 
2°  be  responsible  for  establishing  and  maintaining  standards  for 
21  such  institutions.” 
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(d)  The  amendments  made  by  subsection  (c)  shall 
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take  effect  October  1,  1950;  and  the  amendment  made  by 
subsection  (a)  shall  take  effect  July  1,  1951. 

COMPUTATION  OF  FEDERAL  PORTION  OF  AID  TO  THE  BLIND 

Sec.  342.  (a)  So  much  of  Section  1003  (a)  of  the 
Social  Security  Act  as  precedes  clause  (1)  (A)  thereof  is 
amended  to  read  as  follows: 

“Sec.  1003.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  aid  to  the  blind,  for  each  quarter, 
beginning  with  the  quarter  commencing  October  1,  1950, 
(1)  an  amount,  which  shall  be  used  exclusively  as  aid  to  the 
blind,  equal  to  the  sum  of  the  following  proportions  of  the 
total  amounts  expended  during  such  quarter  as  aid  to  the 
blind  under  the  State  plan,  not  counting  so  much  of  such 
expenditure  with  respect  to  any  individual  for  any  month  as 
exceeds  $50' — 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1950. 

DEFINITION  OF  AID  TO  THE  BLIND 

Sec.  343.  (a)  Section  1006  of  the  Social  Security  Act 
is  amended  to  read  as  follows : 

“definition 

“Sec.  1006.  For  the  purposes  of  this  title,  the  term  Aid 
to  the  blind ’  means  money  payments  to,  or  medical  care  in 
behalf  of  or  any  type  of  remedial  care  recognized  under 
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State  law  in  behalf  of,  blind  individuals  who  are  needy ,  but 
does  not  include  any  such  'payments  to  or  care  in  behalf  of 
any  individual  who  is  an  inmate  of  a  public  institution 
(except  as  a  patient  in  a  medical  institution)  or  any  individ¬ 
ual  (a)  who  is  a,  patient  in  an  institution  for  tuberculosis 
or  mental  diseases,  or  (b)  who  has  been  diagnosed  as  having 
tuberculosis  or  psychosis  and  is  a  patient  in  a  medical 
institution  as  a  result  thereof .” 

(b)  The  amendment  made  by  subsection  (a)  shall  take 
effect  October  1,  1950. 

APPROVAL  OF  CERTAIN  STATE  PLANS 
Sec.  344.  (a)  In  the  case  of  any  State  ( as  defined 
in  the  Social  Security  Act)  which  did  not  have  on  January 
1,  1949,  a  State  plan  for  aid  to  the  blind  approved  under 
title  X  of  the  Social  Security  Act,  the  Administrator  shall 
approve  a  plan  of  such  State  for  aid  to  the  blind  for  the 
purposes  of  such  title  X,  even  though  it  does  not  meet  the 
requirements  of  clause  (8)  of  section  1002  (a)  of  the  So¬ 
cial  Security  Act,  if  it  meets  all  other  requirements  of  such 
title  X  for  an  approved  plan  for  aid  to  the  blind;  but  pay¬ 
ments  under  section  1003  of  the  Social  Security  Act  shall  be 
made,  in  the  case  of  any  such  plan,  only  with  respect  to  ex¬ 
penditures  thereunder  which  would  be  included  as  expendi¬ 
tures  for  the  purposes  of  such  section  under  a  plan  approved 
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under  such  title  X  without  regard  to  the  provisions  of  this 
section. 

(b)  The  provisions  of  subsection  (a)  shall  be  effective 
only  for  the  period  beginning  October  1,  1950,  and  ending 
June  30,  1953. 

Part  5 — Miscellaneous  Amendments 

Sec.  351.  (a)  Section  1  of  the  Social  Security  Act 
is  amended  by  striking  out  “Social  Security  Board  established 
by  Title  VII  (hereinafter  referred  to  as  the  ‘Board’ )”  and 
inserting  in  lieu  thereof  “Federal  Security  Administrator 
(hereinafter  referred  to  as  the  ‘Administrator’ )” . 

(b)  Section  1001  of  the  Social  Security  Act  is  amended 
by  striking  out  “Social  Security  Board''  and  inserting  in 
lieu  thereof  “Administrator”. 

( c )  The  following  provisions  of  the  Social  Security  Act 
are  each  amended,  by  striking  out  “Board!'  and  inserting  in 
lieu  thereof  “Administrator” :  Sections  2  (a)  (5);  2  (a) 
(6);  2  (b);  3  (b);  4;  402  (a)  (5);  402  (a)  (6); 
402  (b);  403  (b) ;  404;  1002  (a)  (5);  1002  (a)  (6); 
1002  (b)  (other  than  subparagraph  (1)  thereof);  1003 
(b);  and  1004. 

(d)  The  following  provisions  of  the  Social  Security  Act 
are  each  amended  by  striking  out  (when  they  refer  to  the 
Social  Security  Board)  “it”  or  “its”  and  inserting  in  lieu 
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thereof  “he”,  “ him  or  “ his ”,  as  the  context  may  require: 
Sections  2  (b) ;  3  (b);  4;  402  (b) ;  403  (b) ;  404;  1002 
(b)  (other  than  subparagraph  (1)  thereof);  1003  (b) ; 
and  1004. 

(e)  Title  V  of  the  Social  Security  Act  is  amended  by 
striking  out  “Children  s  Bureau” ,  “Chief  of  the  Children’s 
Bureau”,  “Secretary  of  Labor”,  and  (in  sections  503  (a) 
and  513  (a))  “Board”  and  inserting  in  lieu  thereof 
“Administrator” . 

TITLE  IV— MISCELLANEOUS  PROVISIONS 

OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 
Sec.  401.  (a)  Section  701  of  the  Social  Security  Act 
is  amended  to  read: 

“OFFICE  OF  COMMISSIONER  FOR  SOCIAL  SECURITY 
“Sec.  701.  There  shall  be  in  the  Federal  Security 
Agency  a  Commissioner  for  Social  Security,  appointed  by 
the  Administrator,  who  shall  perform  such  functions  relating 
to  social  security  as  the  Administrator  shall  assign  to  him.” 

(b)  Section  908  of  the  Social  Security  Act  Amend¬ 
ments  of  1939  is  repealed. 

REPORTS  TO  CONGRESS 

Sec.  402.  (a)  Subsection  (c)  of  section  541  of  the 
Social  Security  Act  is  repealed. 

(b)  Section  704  of  such  Act  is  amended  to  read: 
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“ REPORTS 

“Sec.  704.  The  Administrator  shall  make  a  full  report 
to  Congress ,  at  the  beginning  of  each  regular  session,  of  the 
administration  of  the  functions  with  which  he  is  charged 
under  this  Act.  In  addition  to  the  number  of  copies  of  such 
report  authorized  bg  other  law  to  be  printed,  there  is  hereby 
authorized  to  be  printed  not  more  than  five  thousand 
copies  of  such  report  for  use  by  the  Administrator  for  dis¬ 
tribution  to  Members  of  Congress  and  to  State  and  other 
public  or  private  agencies  or  organizations  participating  in 
or  concerned  with  the  social  security  program .” 
AMENDMENTS  TO  TITLE  XI  OF  THE  SOCIAL  SECURITY  ACT 
Sec.  403.  (a)  (1)  Paragraph  (6)  of  section  1101 
(a)  of  the  Social  Security  Act  is  amended  to  read  as  follows: 

“(6)  The  term  ‘Administrator ,  except  when  the 
context  otherwise  requires,  means  the  F ederal  Security 
Administrator 

(2)  The  amendment  made  by  paragraph  (1)  of  this 
subsection,  insofar  as  it  repeals  the  definition  of  “employee” , 
shall  be  effective  only  with  respect  to  services  performed  after 
1950. 

(b)  Effective  October  1,  1950,  section  1101  (a)  of 
the  Social  Security  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 
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“(7 )  The  terms  ‘ 'physician ’  and  * medical  care  and 
‘ hospitalization  include  osteopathic  practitioners  or  the 
services  of  osteopathic  practitioners  and  hospitals  within 
the  scope  of  their  practice  as  defined  by  State  law.” 

(c)  Section  1102  of  the  Social  Security  Act  is  amended 
by  striking  out  u Social  Security  Board”  and  inserting  in 
lieu  thereof  “ Federal  Security  Administrator” . 

(d)  Section  1106  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

“ DISCLOSURE  OF  INFORMATION  IN  POSSESSION  OF  AGENCY 

“Sec.  1106.  Except  as  provided  in  section  205  ( c ), 
no  disclosure  of  any  return  or  portion  of  a  return  ( including 
information  returns  and  other  written  statements)  filed  with 
the  Commissioner  of  Internal  Revenue  under  title  VIII  of 
the  Social  Security  Act  or  under  subchapter  E  of  chapter  1 
or  subchapter  A  or  E  of  chapter  9  of  the  Internal  Revenue 
Code,  or  under  regulations  made  under  authority  thereof, 
which  has  been  transmitted  to  the  Administrator  by  the 
Commissioner  of  Internal  Revenue,  or  of  any  file,  record, 
report,  or  other  paper,  or  any  information,  obtained  at  any 
time  by  the  Administrator  or  by  any  officer  or  employee  of 
the  Federal  Security  Agency  in  the  course  of  discharging  the 
duties  of  the  Administrator  under  this  Act,  and  no  disclosure 
of  any  such  file,  record,  report,  or  other  paper,  or  informa¬ 
tion,  obtained  at  any  time  by  any  person  from  the  Adminis- 
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trator  or  from  any  officer  or  employee  of  the  Federal  Security 
Agency,  shall  be  made  except  as  authorized  by  section  1108 
and  then  only  in  accordance  with  such  regulations  as  the 
Administrator  may  prescribe.  Any  person  who  shall  violate 
any  provision  of  this  section  shall  be  deemed  guilty  of  a 
misdemeanor  and,  upon  conviction  thereof,  shall  be  punished 
by  a  fine  not  exceeding  $1,000,  or  by  imprisonment  not 
exceeding  one  year,  or  both.” 

(e)  Section  1107  (a)  of  the  Social  Security  Act  is 
amended  by  striking  out  “the  F ederal  Insurance  Contribu¬ 
tions  Act,  or  the  Federal  Unemployment  Tax  Act,”  and 
inserting  in  lieu  thereof  the  following:  “subchapter  E  of 
chapter  1  or  subchapter  A,  C,  or  E  of  chapter  9  of  the 
Internal  Revenue  Code,” . 

(f)  Section  1107  (b)  of  the  Social  Security  Act  is 
amended  by  striking  out  “Board”  and  inserting  in  lieu 
thereof  “Administrator" ,  and  by  striking  out  “wife,  parent, 
or  child” ,  wherever  appearing  therein,  and  inserting  in  lieu 
thereof  “wife,  husband,  widow,  widower,  former  wife  di¬ 
vorced,  child,  or  parent” . 

(g)  Title  XI  of  the  Social  Security  Act  is  amended 
by  adding  at  the  end  thereof  the  following  new  section: 
“furnishing  of  wage  record  and  other  information 

“Sec.  1108.  (a)  (1)  The  Administrator  is  author¬ 
ized,  at  the  request  of  any  agency  charged  with  the  admin - 
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istration  of  a  State  unemployment  compensation  law  (with 
respect  to  which  such  State  is  entitled  to  payments  under 
section  302  (a)  of  this  Act)  and  to  the  extent  consistent 
with  the  efficient  administration  of  this  Act,  to  furnish  to 
such  agency,  for  use  by  it  in  the  administration  of  such  law 
or  a  State  temporary  disability  insurance  law  administered 
by  it,  information  from  or  pertaining  to  records,  including 
account  numbers,  maintained  by  the  Administrator  in  ac¬ 
cordance  with  section  205  (c)  of  this  Act. 

“(2)  At  the  request  of  any  agency,  person,  or  organ¬ 
ization,  the  Administrator  is  authorized,  to  the  extent  con¬ 
sistent  with  efficient  administration  of  this  Act  and  subject 
to  such  conditions  or  limitations  as  he  deems  necessary,  to 
conduct  special  statistical  studies  of,  and  compile  special  data 
with  respect  to,  any  matters  related  to  the  programs  author¬ 
ized  by  this  Act  and  to  furnish  information  resulting  there¬ 
from  to  any  such  agency,  person,  or  organization. 

“(b)  Bequests  under  subsection  (a)  shall  be  complied 
with  only  if  the  agency,  person,  or  organization  making  the 
request  agrees  to  make  payment  for  the  work  or  information 
requested  in  such  amount,  if  any  (not  exceeding  the  cost  of 
performing  the  work  or  furnishing  the  information) ,  as  may 
be  determined  by  the  Administrator.  Payments  for  work 
performed  or  information  furnished  pursuant  to  this  section 
shall  be  made  in  advance  or  by  way  of  reimbursement,  as 
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may  be  requested  by  the  Administrator,  and  shall  be  deposited 
in  the  Treasury  as  a  special  deposit  to  be  used  to  reimburse 
the  appropriations  ( including  authorizations  to  make  expendi¬ 
tures  from  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund)  for  the  unit  or  units  of  the  Federal  Security 
Agency  which  performed  the  work  or  furnished  the  infor¬ 
mation. 

“(c)  No  information  shall  be  furnished  pursuant  to  this 
section  in  violation  of  section  1106  or  regulations  prescribed, 
thereunder 

ADVANCES  TO  STATE  UNEMPLOYMENT  FUNDS 

Sec.  404.  (a)  Section  1201  (a)  of  the  Social  Security 
Act  is  amended  by  striking  out  “January  1,  1950"  and 
inserting  in  lieu  thereof  “January  1,  1952" . 

(b)  The  amendment  made  by  subsection  (a)  of  this 
section  shall  be  effective  as  of  January  1,  1950. 

Passed  the  House  of  Representatives  October  5 ,  1949. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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